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economy has proved remarkably 

resilient. Unless you think this is 

some sort of òend gameó for the U.S. 

economy there is no reason to as-

sume that the markets wonõt re-

bound as they always have before.  

When markets become volatile 

people try to guess when stocks will 

bottom out and in the meantime 

park their assets in cash. This is 

almost always a mistake, because 

predicting a market bottom is just 

as difficult as predicting a top.  

From 1986 to 2006 stocks, as 

measured by the performance of the 

S&P 500, rose an average of 11.8% 

annually. But the average equity in-

vestor made only 4.3% per year over 

the same period. Why? Because they 

tried to time the market. The key to 

weathering market storms is to stay 

invested and ride them out. Attempt-

ing to time the market inevitably 

takes a big chunk out of potential re-

turns. Youõve heard me say it before 

and itõs time to say it again: òThe 

market is about time ñnot timing.ó  

Numerous television channels and 

websites are dedicated to reporting 

investment news 24/7. While the 

media often provides a very valu-

able service, the advice they provide 

is almost always short term in na-

ture. Learn to filter out the eco-

nomic noise and focus on specific 

information relevant to your per-

sonal needs and goals.  Focus on the 

òbig pictureó, investing for the long 

term, staying diversified and rebal-

ancing where necessary.  

Sticking to your plan is easier 

said than done in this type of mar-

ket; but donõt fall victim to the short 

term moves that will keep you from 

achieving your long term goals.  

Personal to the fiend who stole 

my golf clubs : If there is any jus-

tice in this world you will play ex-

actly as I did with those clubs. That 

should be enough punishment to 

last a lifetime. ˄ 

T 
hereõs an old joke which says the stock 

market has predicted nine of the last five 

recessions. But whether we are techni-

cally in a recession or not it sure feels like one. 

We seem to have the perfect storm of economic 

negativity ñrising unemployment, a credit crisis, 

a catastrophe in the housing sector and waning 

consumer confidence.   

The stock market has tumbled back to its weak-

est levels in over a year, suffering not only because 

of the flagging economy but also because of the 

seized-up credit markets. Itõs been a vicious cy-

cleñbad economic data has made lenders worried 

about getting their money back from borrowers, and 

that pullback in lending is now dragging down 

businessesõ and individualsõ ability to spend. 

No matter how bad 2008 has been so far we 

must  remind ourselves that the financial mar-

kets are forward looking ñmarkets forecast the 

economy; but today's economic data doesnõt deter-

mine tomorrow's markets.  

Equity markets do decline as an economic 

downturn approaches but they tend to stabilize 

as the recession  takes hold. Most importantly for 

investors, markets usually rebound significantly 

from the economic trough. The S&P 500 rose 24% 

on average in the six months following ten of the 

last eleven recessions. The one exception year 

was 2001 where stocks were excessively overval-

ued heading into the downturn. Today, stocks are 

cheap compared to Treasuries and cheap com-

pared to their own historical valuations.  

Newtonõs Law of Gravity states òWhat goes up, 

must come downó. That also applies to  U.S. eco-

nomic cycles. Sooner or later, periods of economic 

expansion, or òbooms,ó decline into slowdowns 

and recessions. Even though recessions are un-

avoidable, over past years 

expansion cycles of the U.S. 

economy have tended to 

last much longer than the 

average recession. In fact 

the average òbear marketó 

usually lasts 367 days while 

the average òbull marketó 

tends to be three times that 

long. 

Since 1982 we have experi-

enced two brief and shallow 

recessions, (in 1991 and 

2002). Other than that our 

Market Index  
Wkly  
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 %  
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Dow Jones  11,893.63 -372.70 (3.04) 

NASDAQ 2,212.49 -58.99 (2.60) 

S&P 500 1,293.37 -37.26 (2.80) 

Russell 2000  660.11 -26.07 (3.80) 

AMEX Comp  2,272.59 -54.01 (2.32) 

S&P Mid -Cap 760.81 -27.70 (3.51) 
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will find reason to overcome 

their fears and start taking 

advantage of them.  

Last week, Wall Street 

balked at the February jobs 

loss, banksõ requests to hedge 

funds and other borrowers for 

loan paybacks, and a plan for 

the troubled bond insurer 

Ambac Financial Group Inc. 

that many considered insuffi-

cient and inadequate.  

The Dow fell 3.04 percent, 

the Standard & Poorõs 500 

index lost 2.80 percent, and 

the Nasdaq composite index 

dropped 2.60 percent.  

Have a great week ñ 

The market begins Mon-

day with the Dow Jones 

industrial average back be-

low 11,900 and having 

closed at its lowest level 

since October 2006. Stocks 

were battered last week by 

another round of bad news 

about the economy and the 

staggering credit market.  

This week will have to 

bring milder readings on 

the economy, as well as 

positive signals from the 

credit markets and corpo-

rate America, for investors 

to regain any confidence. 

Stocks are at bargain -

basement pricesñthe ques-

tion is whether investors 
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