Our Future?

Question:

When is a 3-year average return of -0.10% something to cheer?

Answer:

When the S&P 500 3-year average is sitting at -9.81%.
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here are we headed? I hear this question regularly
in various forms. My first answer is always, “I don’t
know,” since I don’t know the future, but I do have a few
brief thoughts on the subject.

e measure the appeal of your investments and
alternatives on both an absolute basis and a relative
basis. Quite frankly, there’s not a lot to be enthused
about over the recent past when making evaluations on




an absolute
basis. However, on a relative
basis, there are
 several funds that have shown their mettle.










I don’t think we’ll follow in Greece’s financial footsteps. We are
a fundamentally different country from Greece in that we print and
control our own currency. Greece has no national currency, and so it
can’t control price like we can with the dollar. Printing money doesn’t solve
our problems, but it can help prevent default on debt, even if at the expense
of consumer purchasing power. Inflation is likely in the next few years;
default of U.S. government obligations is not.
I expect that the recent volatility will continue, and even become somewhat
of a new norm. Financial news and analysis is bombarding us in “internet
time,” the globalization of financial markets is increasing, and a significant
amount of trading is automated by pre-set trigger points. This doesn’t mean
things will be worse, but likely more erratic. In fact, we’ve seen an 8%
decline followed by a 6% rebound in the past 30 days!
I think a financial apocalypse is unlikely. While it’s possible that we’ll
find ourselves in a barter system, it’s not probable in my view. Betting
otherwise is betting against a LOT of history, and against the entrepreneurial
and innovative American spirit. Our economy has recovered from every
recession, panic, and depression it has ever experienced. The four most
dangerous words for an investor may be, “This time it’s different.”
So, keep a proper perspective. Invest with your head, not your stomach.
There’s a good deal of evidence that the outlook is not as bad as many would
have you believe.
		

Sincerely,

		

John D. VanDyke

Perspective











The two funds
we have used
most
frequently for our clients



 across
 the board---from
fall into this category.
Virtually


the past month,
quarter and
YTD to
the past 3, 5, 10, and


15 yr time periods, SGOVX and MDLOX have outperformed
the S&P 500, and have done it with less volatility, more
efficiency, and more predictability than the index. This
relatively appealing performance as of 6/30/10 is reflected
on the graph and chart below.















		
SGOVX		
MDLOX
S&P 500



4 wk
0.83
-1.33
-5.23



3 mon
-4.04
-6.16
-11.43







YTD
0.15
-4.64
-6.65

1 yr
14.69
9.28
14.43

3 yr
-1.41
-0.10
-9.81

5 yr
7.46
6.32
-0.79

10 yr
12.43
8.09
-0.90



15 yr
11.98
9.80
6.71
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hile no fund is appropriate for every investor
or situation, the charts illustrate the
opportunities that exist, even when dealing with a
negative 10-year S&P 500 average annual return.













