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THE DILBERT DUNKER 
Once upon a time, during flight training, I strapped into a 
training cockpit that was rigged to roll down steep-sloped 
rail tracks, crash into the water, and flip upside down.  We 
called this water-crash trainer the Dilbert Dunker. 

As I recall, a buzzer sounded that was loud enough to put 
the fear of God into anyone and then the instructor pushed 
a button.  Almost instantaneously, Voila, whoosh, crash, 
splash, there I was upside down in the water, disoriented, 
and as I recall not overly enthusiastic about the whole 
thing.  Still strapped tightly into my cockpit, I had nothing 
to breathe in but water, which fortunately I did not.  We 
had been very thoroughly briefed as to what to expect and 
what to do.  After the initial shock, and after the bubbles 
had dissipated, I unstrapped my seat belt, unplugged my 
helmet cords, grabbed onto the canopy frame and pulled 
myself down, pushing, kicking and swimming out of that 
cockpit.  I then shot to the surface as fast; I’m sure, as a 
Polaris missile launched from a submarine.  I was very 
happy that that training session was over!   

Just-in-case training such as this is very valuable in that it 
better prepares you to handle situations in real life.  
Planning ahead and being prepared for worst-case 
scenarios is important to pilots.  It’s also important in the 
business and practice of investing.  Complacency, 
inattention, or lack of preparedness and a lack of 
appropriate action can do significant damage to an 
investment portfolio when things go bad.  And, in the 
capital market place, things can happen very quickly. 

For instance, in the short space of about six weeks the 
S&P 500 gave back most of its gains for the year, down 
about 7% between the end of April and June 15th.   Part of 
our job is to be prepared to manage both the upside and 
the downside in our client portfolios, both the opportunity 
for returns, and the risk of losses.  In earlier newsletters, I 
mentioned that, by a number of measures, the market risk 
had been very high and that stocks were overpriced.  The 
recent market pullback  brought prices down some and 
currently the S&P is testing a floor at about the 1250 
level.  

Roughly, the S&P is now trading in a range between 1250 
and 1350.  1250, the floor, 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.    
 

To manage in a constant state of uncertainty we 
corroborate fundamental (macro and micro-economic) and 
technical (capital market supply and demand) research to 
help us assess opportunity vis-à-vis risk.  While both 
bodies of research suggest caution there have also been 
some recent positive signs.  

One area that we monitor is what the insiders are doing.  
Insiders have to report their stock transactions.  Usually 
when one or more insiders are buying their own stock at 
market price it suggests that they think the stock price will 
be going up.  Information on insider selling is usually not 
as valuable because they could be selling to diversify, or 
because they just need the money.  Recently, our insider 
research has indicated that a bottom may have (repeat may 
have) been put in place recently.  In other words, there has 
recently been a preponderance of insider buying at market 
price and a significant reduction in insider selling.   

Over the past few months, many of our individual security 
exit prices were triggered causing us to sell.  By doing that 
we avoided most of that 7% drop in the market and now 
have begun to put that cash back to work.  (continued) 
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We continue to maintain tight stops on our holdings in case that floor turns out to be thin 
ice instead of a launch platform.  

Our own analysis still pegs a fair value for the S&P 500 to be 1050-1100, about 15% or 
more lower than the present level.  There is no way however to time the market so all we 
can do is deal with what is.  Continual due diligence and assessment of opportunity and 
level of risk, constant improvements in our research and technology, and excellence in 
execution we believe are hallmarks of our practice.   Our investment management mantra 
remains “Do no harm and make money.”* (please read the sidebar) We work every day 
to be amongst the best in our industry and to be and do the best for our clients. 

Client referrals are one mark of a successful business.  Please let us know if there is 
someone you know that might be in need of our wealth management services which 
include investment management as well as an array of financial planning and insurance 
services. 
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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 6/30/11 
S&P500              +5.01%    
NASDAQ            +2.72% 
 

10/11/2007 HI thru 6/30/11 
S&P500               -15.41% 
Mar 2000 HI thru 6/30/11 
NASDAQ            -45.06% 
 

*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. 

www.wmbakerinvest 
.com 

The Income Tax Planning Landscape: 2011 

(continued on next page) 



 


