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Solon and Croesus, Gerrit van Honthorst, 1624, Kunshalle Hamburg

Happiness

erodotus tells' of the travels of Solon, the great Athenian lawgiver

and jurist, who set out to travel the known world. Solon comes to

Lydia? and is brought to its king, Croesus, said to be the wealthiest
man in the world. Croesus welcomes his distinguished guest, renowned for
his great wisdom, and shows him the treasures he has accumulated, room
after room filled with gold and precious jewels. After touring the palace,
Croesus asks Solon, “Who is the happiest of human beings2”, fully expect-
ing Solon to name him. Instead, Solon pauses, then replies, “Tellus of Ath-
ens.” Who?

' In History of the Persian Wars.

2 Now in western Turkey.
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Solon explains that Tellus had
good children, all of whom
survived birth and grew into

15.0%+

loving and loyal adults.
When Athens was attacked
and called for citizens to de-
fend the city, Tellus fought,
and died, gloriously for Ath-
ens, and was buried with
public honors. Croesus was
incredulous that this was
Solon'’s choice for happiest
man, and so asked him who
the second happiest must be,
again, expecting Solon
would name Croesus. Solon
paused, and then replied,
“Cleobis and Biton from Ar-

-10.0%-

gos.” Again, who? Solon 1Q18

explained that their mother
was a priestess of Hera, re-
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quired to attend a festival in
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Hera's honor. When the oxen

never came,® the boys hitched themselves to the cart
and brought their mother to the festival. After the feast,
the boys lay down to sleep, and never awoke. In honor
of their good deed and loyalty, statues of the boys
were erected in the temple at Delphi.

Croesus could not understand why Solon would chose
these dead men as the happiest over him. Solon ex-
plained, A human life cannot be judged happy until it
has been completed. A good life and a good death is
required for happiness. Croesus may seem happy now,
but his life was not over, and only the gods know the
future.

3 This was before Uber.

We'll return to Croesus, to see if he had a happy life.
After a brief review of the markets, we'll examine some
recent data on our own happiness (which may not
make you happy).

Il major assets classes declined in the first

quarter of 2018. A sharp spike in interest

rates saw bonds, unusually, underperform
stocks. Looking around the world equity markets, the
big winners in the quarter were in Africa, led by Tunisia
(+30%) and Kenya (+22%). Kenya is on a roll, up 59%
in the past year, trailing only Vietnam (+73%) over this
period. Pakistan had a good quarter, up 10%, but its
one-year decline of 18% puts it at the bottom of the
pack.
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Breakfast should be cheaper, as prices for lean hogs
plunged 20% in the quarter, sugar dropped 18% and
coffee fell 6%. On the other side, corn and soybeans
jumped 10%, and cocoa soared 35% to record highs,
with demand up and supplies down.

hat is Happiness? How do we get it?
Are you happy?

For most of human existence, survival
was the existential question, not hap-
piness. Even the ancient philosophers saw Happiness
as a peripheral concern of contemplation. Plato, writ-
ing in The Republic, asserted that only those who are
moral can be truly happy. The Stoics identified Virtue
as the highest endeavor of humankind, from which
Happiness follows. It wasn’t really until John Locke,
writing at the end of the 17" century, that Happiness
became of central importance to
philosophers. In An Essay Concern-
ing Human Understanding, Locke
wrote, “the necessity of pursuing
happiness is the foundation of liber- 2 40
ty....the highest perfection of intellec-
tual nature lies in a constant pursuit .
of true and solid happiness.” When 2.30
Thomas Jefferson sat down to pen

the Declaration of Independence, he 2.25
incorporated Locke’s phrase as 220
among the “inalienable rights” of

2.15

“life, liberty and the pursuit of happi-
ness.” Thus was Happiness elevated 210
to an essential existential role, where

it has remained. =0

o, what makes us happy? 200

Given the amount of effort we oo oo
expend working, the accu-

mulation of wealth seems a likely

candidate for the source of happi-

ness. Or, more specifically, it is what
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we can buy with our wealth that makes us happy. In his
seminal 1974 paper, Does Economic Growth Improve
the Human Lot2 Some Empirical Evidence, Richard
Easterlin (then at the University of Pennsylvania, now
(still, at age 92) at the University of Southern Califor-
nia) argued that after basic needs are met, happiness
does not increase with absolute wealth. Subsequent
data proved him right (Chart 2). He explained this par-
adox (which, appropriately, became known as the
Easterlin Paradox) by positing that subjective well-
being (SWB, psychologists’ preferred nomenclature for
happiness) was determined by relative wealth, not ab-
solute wealth. In other words, where we are in the so-
cial pecking order matters more for our happiness than
our absolute welfare. Numerous subsequent studies
have shown the high value we place on our perceived
relative position in society.
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Source: US General Social Survey: “Taken all together, how would you say things are these days
— would you say that you are very happy, pretty happy, or not too happy?2” scored from 3 to 1.
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However, there is more to explaining the Easterlin Par- OCUEY World Happiness Report
adox than the perception of relative status. There is a L Finknd (7632)
principle in psychology that the presence of positive ; 3:'::;’;;;)
emotions matters more than absence of negative ones, 4 Iceland (7495)
and we see this in the data from the Gallup World Poll . ::"m:::(;:ig
surveys, as reported in the recent World Happiness 7. Canada (7328)
Report.* Finland headed the list as happiest try thi Speee el
port. ppiest country fhis 9. Sweden (7314)
year, but the top ranks went to countries that reported 0. Australia (7272)
M. Israel (7190)
the highest levels of well-being, including health, social 2 Austria O139)
support, freedom and trust (Chart 3). B jcosafica gy
1. Ireland (6977)
Many will not be surprised to find Scandinavia :'_ Be,gm{:;s;}
(Finland, Norway and Denmark) at the top of the hap- 7. Luxembourg (6910)
. . . . 8. United States (6896)
piness table, and Africa (Burundi, Central African Re- 1. Unked Kingdom (6814)
public and South Sudan) at the bottom. The former are 20. United Arab Emirates (6774)
. 2. Caech Republic (677)
rich and peaceful, the latter are not. But there are two 2. Maha (6627
regions that stand out in the data, one for being happi- SRR
. . 24, Mexico (6.488)
er than its income levels suggest, the other for being 25. Chile (6476)
. 2. Taiwan Province of China (6.441)
less happy than might be expected. o es G
B, Brazi (6.49)
2, Avgentina (6388)
30. Guatemala (6:382)
3L Unuguay (6.379)

32 Qatar (6.374)

33, Saudi (Arabia (6.371)
34. Singapore (6.343)
35, Malaysia (6.322)
36. Spain (6.310)

37. Colombia (6.250)
38. Trinidad & Tobago (6192)
39, Slovalda (6.173)
40. El Salvador (6.67)
41, Nicaragua (6.)41)
42. Poland (6.123)

43, Bahvain (6.105)
44, Uzbekistan (6.096)
45. Kuwait (6.083)
46. Thailand (6.072)
47 Italy (6.000)

48. Ecuador (5.973)
49. Belize (5.956)

S0. Lithuania (5.952)
51 Slovenia (5.948)
52. Romania (5.945)

¢ John F. Helliwell, Richard Layard and Jeffrey D. Sachs, World Happiness
Report 2018.

4 |



1ST QUARTER | 2018

Angeles

ADVISORS

INVESTMENT

53, Latvia (5.933) [ 105. South Africa (4724) [ I
54, Japan (5.915) N D e 106, Iran (4707) [ T
55, Mauritius (5891) I 107, Ivory Coast (4671) N TR
56. Jamaica (5890) O | 108. Ghana (4657) [ TR
57 South Korea (5875) [ I ] 109. Senegal (4.631) Tk
58. Northern Cyprus (5.835) [ TI0. Laos (4623) 7 =
59. Russia (5810) L I ML Tunisia (4.592) [ C B
60. Kazakhstan (5.790) I M T2 Albania (4.586) =
6L Cyprus (5762) S | - T3, Sierra Leone (4.571) - =
62. Bolivia (5.752) = T4, Congo (Brazzaville) (4559) NN R
63. Estonia (5739) [ I TS, Bangladesh (4500) O~
B4. Paraguay (5.681) I T 16, Sri Lanka (4.471) S |
65. Peru (5663) = T7. Iraq (4456) I
66. Kosovo (5662) L ) 118, Mali (4.447) [
67. Moldova (5640) L 19, Namibia (4.441) I 0 —
68, Turkmenistan (5.636) [ e — 120. Cambodia (4433) L e
69. Hungary (5620) [ ] 121 Burkina Faso (4424) L T —]
70. Libya (5.566) I P e 122, Egypt (4.419) [
71, Philippines (5.524) [ — 123, Mozambigue (4.417) [ EEE ]
72. Honduras (5504) L ] 124, Kenya (4410) [ EE
73. Belarus (5.483) [ 125, Zambia (4377) ]~
74, Turkey (5483) I - 126. Mauritania (4.356) [
75, Pakistan (5.472) [ T 127, Ethiopia (4.350) - 0~
76. Hong Kong SAR, China (5430) SN EE- 128, Georgia (4.340) [ = I
77. Portugal (5.410) [ 129, Armenia (4321) [
78. Serbia (5.398) S 0000 =~ 130. Myanmar (4.308) T 0 -
79, Greece (5.358) [ Bl Chad (4.301) - 0
80. Tajikistan (5.352) [ 132. Congo (Kinshasa) (4.245) - 00 =
Bl Montenegro (5347) [ 133, India (4190) I Tk
82 Croatia (5.321) & 134, Niger (4166) - -
83. Dominican Republic (5302)  IEEEG—  OEE 135, Uganda (4161) - =~
84, Algeria (5.295) [ 136. Benin (4147) L
85. Moroceo (5.254) L I ] 7. Suden (4139) =
86. China (5.246) [ B 138, Ukraine (4103) [
87, Azerbaijan (5200 W 139. Togo (3.999) - =
88, Lebanon (5198) - 140. Guinea (3.954) - =
89. Macedonia (5.85) O | - ML Lesotho (3808) I e
90, Jordan (5161 I ™ 2 Angola (3795) 00—

91, Nigeria (5.55) L ] 143. Madagascar (3.774) L

92 Kyrgyzstan (5.131) [ ) 4. Zimbabwe (3692) I

93. Bosnia and Herzegovina (5129) RN - S 15, Afghanistan (3632) L ]

94, Mongola (5125) O 000 - 146, Botswana (3.590) I T

95. Vietnam (5103) S ] H 7. Malawi (3.587) L

96. Indonesia (5093) [ MB. Hati (3.582) -

97. Bhutan (5.082) ] E = 149, Liberia (3.495) .

98. Somalia (4.982) - . e 150. Syria (3.462) _—

99. Cameroon (4975) —-_— 0~ Rl e 40K I - —1

100. Bulgaria (4.933) I+ 152, Yemen (3.355) L

101. Nepal (4.880) [ 153, Tanzania (3.303) T

102. Venezuela (4806) I 0 154. South Sudan (3.254) [ e

102, Palestinian Territories (4743)  IEEEEEG—_—-_—_— B8 Buna 2302 -_— =

== Explained by: GDP per capita

= Explained by: social support

== Explained by: healthy life expectancy
Explained by: freedom to make life choices

= Explained by: generosity

== Explained by: perceptions of corruption
== Dystopia (1.92) + residual

H 95% confidence interval
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atin America is a mid- to low-income region with

high rates of crime, violence, corruption, poverty

and wealth and income inequalities. And in-
deed, Latin America scores high on these negative at-
tributes. But Latin America also scores surprisingly high
in positive factors. In fact, eight of the ten highest posi-
tive scores in the world, and ten of the top fifteen coun-
tries, are in Latin America (Chart 4), led by Paraguay
(21). Huh?
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Causal explanations are difficult to prove, but most
researchers identify the presence of strong family and
social relationships in Latin American culture as the
principal factor in high reported levels of positive deter-
minants of happiness. Relatively weak civic relation-
ships and political institutions may result from this cen-
trality of close interpersonal relationships, but it ap-
pears as if the strength of the social fabric in Latin
American culture may more than compensate for the
negative influences, resulting overall in
higher levels of happiness than would be
indicated by income levels.

he United States ranks eighth in
the world in per capita income,

Number of

Rank Couniry observations  Positive affect Negative affect but 18" in happiness, and has

1 Paraguay 10995 0.842 0.222 experienced one of the larger declines

2 Pahdmc 11025 0.833 0215 over the past decade (ranking 107" out

3 Costa Rica 11006 0.829 0.279 of 141 countries in improvement in hap-

4 Venszusla 10994 0824 0243 piness levels). Research has pointed to

5 El Sahidor 11008 0818 0319 an erosion in social capital in the US, a

6 Giiotemala 11045 0812 0297 rising distrust of institutions, as well as

7 Colombia 10999 0810 0.308 growing wealth and income inequality.

8 Eciador 11135 0.809 0.323 We have written before* about three,

) Conads 11325 0.804 0.257 interrelated public health crises, includ-

10 Philippines 12198 0.800 0.364 ing obesity, substance abuse and mental

I fealand 3131 0.799 0.217 health. These are manifested in many

12 Denmark 10777 0.798 0.193 ways, including life expectancy that

13 Rerdiones 10991 0.797 0273 ranks 26" in the OECD (an organization

14 Norway 6010 0.797 0.208 of 35 advanced economies), with the

15 Nicaragua 11015 0.796 0312 second-worst improvement over the past
15 years (slightly ahead of Mexico, and

All countries in world o] Sas far behind the improvement of every
Note: Positive affect measured as simple average of the following five ‘day-before” dichotomous variables: Smile country with greater life expectancy).

or laugh yesterday, Learn something, Treated with respect, Experienced enjoyment, and Feel well-rested. Nega-
tive affect measured as simple average of the following give ‘day-before’ dichotomous variables: Experienced
worry, Sadness, Anger, Stress, and Depression. Positive and negative affect are measured in a O to 1 scale.

Source: Gallup World Poll waves 2006 to 2016

4 https://angeles-srv.s3.amazonaws.com/content.
/1494344358./angeles-advisors-commentary-
1qv217.pdf, among other places.



1ST QUARTER | 2018

Angeles

INVESTMENT ADVISORS

Obesity is a global problem, but the United States
ranks dead last among OECD countries in levels of

obesity (Chart 5).

Obesity Among Adults, 2015 or Nearest Year

3.7 s Japan
¥ Self-reported data 5.3 m— Korea Yomeals
® Measured data 9.8 u— Italy Men m
10.3ps Switzerland
12.0 pr— Norway
12.3 p— Sweden
12.8 _ Netherlands
14.7 m— Austria
14.9 m—— Denmark
15.3 — France
16.3 . Slovak Rep.
16.6 s Portugal
16.7 pE—— Poland
16.7 mu— Spain
17.0 su— Greece
17.8 s— Israel
18.0 u— Estonia
18.6 — Belgium
19.0 Iceland
19.2 me— Slovenia

| e— Conch . —
21.0 Czech Rep.
21.3 1 Latvia
22.6 Luxembourg

230 rr——— Ireland

23-6— Germany

RN Finland

25. | S Chile
25— Canada

26.9 United Kingdom
27,5 —— Aol
30.0 — Hungary
30. New Zealand
2 A — Merco

38.2 M Unifed States

Source: OECD Health Statistics
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Drug-overdose deaths have been rising, 63,000 in The United States has the highest level of opioid use
2016 according to the CDC. The age-specific mortality disorders in the world (Chart 7), with 764 Disability-
rate soared from 6.1 per 100,000 in 1999 to 19.8 in Adjusted Life Years (DALYs) per 100,000. A distant
2016 (Chart 6). 27, 34 and 4™ are Russia (605 DALYs), Iraq (578)

and Iran (556).

Age-adjusted Drug Overdose Death Rates: US, 1999-2016
or

Males'2
25
20 Total!
15k Females'
10 |-
5k
0 11 1 1 1 1 1 1 1 1

19992000 2002 2004 2006 2008 2010 2012 2014 2016

Source: CDC

Opioid Use Disorder, DALYs per
100,000, 2016 (both sexes, all ages)

100 200 300 400 500 600 700

Source: IHME
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Total Opioid Costs per Capita by County in 2015

Per Capita Cost
$160 10 $824
$82410$1153
$115310$1585
$158510 $2232
$223210$ 8734
NA

Source: Brill, Alex and Scott Ganz, The Geographic Variation in the Cost of the Opioid Crisis, AEI Economics Working
Paper 2018-03, March 2018

Major Depressive Disorder (MDD), DALYs per 100,000
2016 (both sexes, all ages)

200 300 400 500 600 700 800 900

Source: IHME

The costs of opioid addiction
(Chart 8) range from $394 per
capita in Nebraska to $4,378
in West Virginia. It's less of an
issue in California (thankfully).
But with costs of $847 per cap-
ita, ranking 42" among states,
the costs of opioid abuse still
exceed $30 billion in the state
(we have a lot of people).

Clinical depression (Chart 9)
afflicts the United States dispro-
portionally, as well. Among
OECD countries, the US ranks
third in major depressive disor-
der (MDD) DALYs with 679 per
100,000, behind only Portugal
and Sweden (702 each).

Wealthy people tend to be
happier than poor people, but
only marginally so. In the Unit-
ed States, recent studies sug-
gest that there is a larger gap
among racial groups than
among income groups. As Car-
ol Graham and Sergio Pinto of
Brookings put it (in appropriate
academic verbiage), “We find
large heterogeneities in opti-
mism across race groups.”®
Across all incomes, blacks are
happier than other groups (and

¢ Carol Graham and Sergio Pinto, “Unequal
Hopes and Lives in the U.S.,” Brookings
Working Paper 104, June 2017.

| 9
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Source: Carol Graham and Sergio Pinto, “Unequal Hopes and Lives in the U.S.,” Brookings Working Paper 104, June 2017.

Asians the least happy—Chart 10). For example, the
age-adjusted suicide rate for black males is one-third
that for white males.

Part of the explanation may be a tightening in wage
and education gaps. In 1970, black males earned
69% of the median wage of white males, rising to 75%
by 2013 (progress, albeit modest with a long way to
go). Educational achievement has widened among
income groups, but has narrowed among racial
groups. Gaps in health and life expectancy have also
converged. In 1990, the life expectancy gap between
blacks and whites was eight years (69.1 versus 76.1
years), but had closed to just over three years by 2014
(75.6 versus 79.0 years).

Measures of financial satisfaction have been fairly con-
sistent among racial groups over the years, so the im-
provement in happiness among blacks is not related to
income. Graham and Pinto point to “community and
religious factors” as explanatory variables, which ties
in with the survey data from Latin America. Happiness
is not linked solely to absolute income, as Richard East-
erlin asserted, or correlated to relative income, as East-
erlin surmised. Happiness is associated with strong so-
cial relationships.

10

roesus had a son named Atys. One night,

Croesus had a dream that Atys would be killed

by the tip of an iron weapon, and so he for-
bade his son from any further military activity. A few
months later, a ferocious wild boar was menacing the
neighboring land of Mysia, and the frightened (and
helpless) people appealed to Croesus for help. At first,
he refused to allow Atys to join the expedition, but
Atys, anxious for action, pointed out they would be
fighting a boar, and the boar was not going to throw
an iron weapon at him. So Croesus relented, and you
can guess what happened: in attacking the boar, an
errant weapon struck Atys, killing him. Croesus, the
wealthiest man in the world, was no longer so happy.

Years later, Cyrus the Great led the Persian army to
victory after victory, and soon threatened Croesus’
kingdom. Croesus travelled to Delphi to consult the
great Oracle of Apollo. The Oracle told Croesus that if
he marched against the Persians a great empire would
fall. Thus emboldened, Croesus led his army against
Cyrus. At the Battle of Thymbra in December 547 BCE,
Cyrus routed Croesus, destroying a great empire, vali-
dating the Oracle’s prophecy. Unfortunately for Croe-
sus, it was the Lydian empire, not the Persian, that was
destroyed.
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As victor, Cyrus built a great pyre and placed Croesus
upon it. At this moment, facing death, Croesus remem-
bered the words of Solon, that no life can be called hap-
py until it is complete. Croesus cried out Solon’s name as
the flames grew near. Cyrus was perplexed and asked
Croesus the meaning of crying out “Solon,” so Croesus
explained. Moved by the wisdom of Solon and the sin-
cerity of Croesus, Cyrus doused the pyre, sparing Croe-
sus’ life.

Wealth does not equate to happiness. Survey data, both
in the United States and across countries, prove that the

April 2018

social relationships of family and community may matter
more to happiness than income. The growing inequalities
in wealth, the widening disparities in economic oppor-
tunity by education and geography, are manifested in
extreme political polarization that pit group against
group, and in the public health crises of obesity, addic-
tion and depression. Our challenge is not so much how
we increase our wealth, but how we mend our torn so-
cial fabric. Only then will our happiness be restored.

Michael A. Rosen
Principal & Chief Investment Officer

Please follow the Angeles Blog by Michael Rosen at
blog.angelesadvisors.com

CONNECT WITH US in » f "

LinkedIn Twitter Facebook Google*

Founded in 2001, Angeles Investment Advisors LLC is a global investment management firm
serving select institutions and high net worth families and individuals.

This report is not an offer to sell or solicitation to buy any security. This is intended for the general information
of the clients of Angeles Investment Advisors. It does not consider the investment objectives, financial situation
or needs of individual investors. Before acting on any advice or recommendation in this material, a client must
consider its suitability and seek professional advice, if necessary. The material contained herein is based on
information we believe to be reliable, but we do not represent that it is accurate, and it should not be relied on
as such. Opinions expressed are our current opinions as of the date written only, and may change without noti-
fication. We, along with any affiliates, officers, directors or employees, may, from time to time, have positions,
long or short, in, and buy and sell, any securities or derivatives mentioned herein. No part of this material may
be copied or duplicated in any form by any means and may not be redistributed without the consent of Ange-

les Investment Advisors, LLC.

If you would like to receive a copy of our Form ADV Part 2A free of charge, please email Steve

Smetana, Chief Compliance Officer, at ssmetana@angelesadvisors.com, or call 310.393.6300.
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