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GoiNG THE DISTANCE

Careto guesswherethe stock market has gonethisyear? Most of uswould guessthat the stock market
has imploded. In redlity, the Vanguard S& P 500 Index fund is down -6.26%. Of course any loss or
underperformanceisnot ahappy event, but we' renot losing our life' ssavingsat the moment.

Theal-time high for the S& P 500 Index was 1,565.15 on October 9, 2007. The S& P 500 is now at
1158.67, or -26% below thedll-time high. Wehaveyet to fully recover from the Financia Panic of 2008.

How about Europe?After al, the Euro’sfaling apart, right?Actually, asMark Hulbert pointed out in his
November 15" column, at theend of 2010, one Euro wasworth $1.3391. It currently standsat $1.3239.
Yes, Europefacesprofound challenges. But it’snot collapsing.

Well, what about inflation then?After dl, it wasonly afew yearsago that thebanksweregoing tofail, and
wewere going to be bartering gold coinsfor food. Goldisasuperb indicator of both expectations of
financial collapse and expected futureinflation. Thegold ETF, GDX, isdown about 10% sofar thisyear.

Hmmm...noreal chanceto panicthere. But perma-bear columnist Paul B. Farrell issaying that wewill
haveabear market dl theway to 2020. | mean, he'scredible, right?Actually, he'sbasing that comment on
apoll of 100,000 investment advisors. And they are so wrong most of thetimethat someone, Charles
Biderman, crested abus nessin 1990, Trim Tabs, which successfully managesmoney by doing theopposite
of the herd.

Thereality seemsto bethat we are continuing with our expected long slow recovery from the Financial
Panic of 2008. It sabout mile 18ina26.2 milemarathon. Most of usarevery tired and thefinishlineistill
milesaway. Asamiddledistancerunner, | amfamiliar withthischalenge. Atthispointinalongrun, | have
learned that it isvery important to relax, maintain asteady, moderate pace, and let my feet do therunning,
not my emotions.

Weareinasimilar stuationinthefinancid markets. Inthemidst of avery turbulent era, weareinvestedin
diversfied portfolioswhich history and satisticstell usshould performwell inthelong run. Now, weface
thechallenge of |etting our portfoliosrunthedistance. Aswith along distancerun, wewill do better if we
keep our emotionsat bay.



The statistics | am seeing suggest to methat as anation, as a society, and as an economic system, the
American peopleare painfully grappling with key existentia social issues, and preparing theground for an
American renai ssance. Some dtatisticsare mediocre, someare negative, and somearesurprisingly positive.
In short, they seem to indicate atumultuousfew years ahead, but not adisaster.

People are castigating Congressfor being deadl ocked, but thereality isthat the American peopleare
themsel ves deadl ocked. American society isembroiled in anecessary redefinition of what wewant to be.
Yes, it'stumultuous and fractious. We are angry, and we are anation divided. Still, we must necessarily
chart acoursefor what wewant our society to represent in thefuture. Inevitably, asin al such casesin
American history, the path of changewill berocky. But we' Il get throughit. Until that happens, thefinancia
marketswill themselvesremain uncertain.

Aswith all tough times, it'stempting to bein cash right now. But history repeatedly tellsusthat asa
recovery genuinely takes place, most investorsaretoo traumatized to participate. Historically, most people
areso emotionaly injured by afinancia panicthat they don’t havethe capacity to stay inthestock market
whileit recoversfitfully. Recoverieshappen when nobody iswatching. And then most investorsget back in
after therecovery isdone, and wonder why they don’t make money.

So I’m not planning to cash out your investments, or mine.

Do | know what will happen during the next decade? Aside from thelessons of history and the Statistical
indicators, | donot. | haveno crystal ball.

However, history and theStatitical indicatorsaretelling me now inthe strongest termsthat we should stay
very diversified, stay inthe stock marketsto somedegree, and most of al, persist.

2012 promisesto beturbulent politically, but we need to go through the process.

Asl writethis, mainstream mediaisbusly telling uswhat we havelost, or may lose. They arefear mongers.
My response, inal candor, isthat thisholiday seasonisagreat timeto consider what we actualy have.

There' salot of beauty intheworld, and theredlity isthat theroyalty of Europe 100 yearsago would trade
placeswith amost any of usinasecond.

Weare, infact, rich beyond measure, and blessed beyond telling. History tellsusthat inthefutureweare
likely to becomericher till.

Happy Holidays. Merry Christmas.

Pete
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