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20-20 VISION 
Once upon a time, my 20-20 vision began to deteriorate, 
both near-sighted and far-sighted.  I needed glasses and 
elected to carry around two sets of glasses, one for reading 
and one for driving.  Some of you can probably relate to 
juggling and looking for misplaced eye glasses.  Well 
after a few years of juggling eye glasses, I began to notice 
that my distance vision seemed to be better.  Lo-and-
behold for whatever reason my eye doctor confirmed that 
my distance vision had in fact, by itself, corrected back to 
normal.  He told me that it was not too unusual for this to 
happen.  I was very happy it did.  While I still need my 
reading glasses, it sure is great only carrying one pair, and 
also to have 20-20 vision whether it be natural or through 
corrective lenses. 
 

Well, when it comes to investing, it’s also nice to have 20-
20 vision.  At the same time, it’s imperative to understand 
that 20-20 vision has its limitations when it comes to the 
markets and individual investments.  Why?  Well, the 
markets and investments have natural impediments to 
visibility.  I believe that it’s necessary to analyze the 
market with 20-20 vision.  It’s also important to 
understand that you are not going to see everything, and 
that everything that you do see ‘ain’t necessarily so’.  One 
of the most prevalent investment blunders is to view 
capital markets or individual investments in 20-20 
hindsight and be mesmerized into thinking that those past 
conditions will continue.  A standard caveat in the 
industry goes something like “Past performance is in no 
way indicative of, or a guarantee of, future results.”    
 

Using a rearview mirror can be helpful but what is most 
important is getting a clear view of what is, and what’s 
ahead, always remembering that we are not going to be 
able to see everything.  Every day our team deals with 
three fields of vision: 1. we see the past clearly, 
extrapolate and learn lessons from it;  2. we see the 
present pretty clearly and we deal with it;  and 3. we have 
a view of the  

 

future, we continually prepare and adjust for the future,  
and at the same time we keep in mind that the future is 
strapped with uncertainty. 

In the May-June newsletter, based on our analysis of our 
fundamental and technical or supply-and-demand 
research, I stated: “Roughly, the S&P is now trading in a 
range between 1250 and 1350. The floor, 1250, may either 
turn into a launch platform for a rally or it may turn out to 
be thin ice, which if broken through, could mean more 
downside toward the 1150-or-below level.”  The market 
did launch a rally from that 1250 level, moved to 1353, 
the upper end of that 1250-1350 range within few weeks, 
and then began tumbling back down.    

As I write this (August 5, 2011), after seven consecutive 
down S&P days, the S&P today has fallen to 1234.  It is 
right now showing a loss for the year.  It has broken down 
through that 1250 floor, is also below its 200 day moving 
average, and my guess is, given a broad deterioration of 
other market technical indicators, that we may see more 
downside ahead, possibly after a bounce up from this very 
oversold condition.  We’ll see more downside ahead. 
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The good news is that our fundamental and technical research helped us decide to reduce 
portfolio risk and raise some cash by taking some profits and cutting some losses.  We did 
that before the big market tumble on the day of the congressional debt ceiling vote.  That 
decision provides us with safe money to take advantage of opportunities at better price 
entry points as the reward vis-à-vis risk picture becomes more favorable.  As stated in the 
May-June newsletter, our assessment of a fair value for the S&P 500 is about 1050 to 
1100.  There’s no certainty if and/or when we will see that level.  But we are happy that 
we do have some cash on the sidelines right now.  We also are comfortable that the stocks 
that we have for the most part are generating dividends.  While they experience declines 
with the markets, we expect that they will also bounce back very well when conditions 
turn to the upside.  There are never any guarantees though, and that is why our choice of 
individual stocks includes assessment of the management team, the basic financial 
strength of the company, fundamental valuation, and the long term business prospects for 
the company. 
 

Let me sum up the investment picture right now based on our technical or capital markets 
supply-and-demand research.  You all have a feel for the fundamental economic picture 
from the media and also from just talking with colleagues, friends, and family members.  
At this point, we are and have been, in a defensive or wealth preservation posture; the 
broad market and sector risks remain a major concern; and,  cash is now performing on a 
relative basis, better than equities.    
 

Investment success over the long term is in part making wise investments and in part 
avoiding large, hard-to-recover losses.  That means continually managing both reward and 
risk.  Our investment management mantra is, “Do no harm and make money”* (please 
read the sidebar), and we do our best to do that and to continually improve our capabilities 
to do that.  We also do our best to take the emotion out of the process.  Emotionally-based 
decisions usually end up doing damage to an investment portfolio.  And finally, after 
continually managing reward and risk and taking the emotion out of the process, we rely 
on time and patience.  Investing is a marathon and not a hundred yard dash and in the 
turbulence that we are now seeing that marathon concept is wise to keep in mind. 
 

Let us know if you know of anyone who we might be able to help in terms of wealth 
management, financial planning, and investment management.  One indicator of a 
successful business are referrals from existing clients.  We thank all of you who have 
helped and enhanced our business success with your referrals. 
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S&P 500 Look back 
 

2000 -9.11% 
2001 -11.89% 
2002 -22.10% 
2003 +26.68% 
2004 +10.87% 
2005   + 3.00% 
2006 +13.62% 
2007              + 3.52% 
2008                      -38.5% 
2009                     +18.9% 
2010                    -11.33% 

NASDAQ Look back 
 

2000 -39.18% 
2001 -20.78% 
2002 -31.25% 
2003 +50.76% 
2004 +9.14% 
2005                      -1.4% 
2006   +7.87%   
2007 + 9.27% 
2008                     -40.5%  
2009                     +30.5% 
2010                   +14.46% 
YTD thru 7/31/11 
S&P500                +2.6%    
NASDAQ            +3.76% 
 

10/11/2007 HI thru 7/31/11 
S&P500             -16.84% 
Mar 2000 HI thru 7/31/11 
NASDAQ            -45.41% 
 

*There is no risk-free 
investment!  Investment portfolio 
values fluctuate and past 
performance is never a guarantee 
of future results.    “Do no harm” 
translates into structuring and 
managing an investment portfolio 
to conform to a client’s risk 
tolerance and time horizon.  
Proactive asset allocation, 
diversification within asset 
classes, and continual monitoring 
and risk management of each 
position are methods we use in 
structuring and managing 
portfolios.  Our approach 
includes corroborating 
fundamental research, with 
capital markets supply-and-
demand research, also called 
technical research.  At times we 
will use conservative hedging 
techniques to limit downside risk. 
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