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Sector Week 1Mo YTD 

S&P 500 -2.2% -6.1% 1.9% 

Russell 2000 -3.5% -8.8% -0.1 

MSCI EAFE (Eurp. Asia, Far East) -2.4% -4.5% 2.1% 

MSCI  Emerging Mkt -2.3% -3.2% -2.0% 

US Agg. Bonds (Barclay’s) 0.0% 1.1% 3.3% 

High Yield Bonds (US) -0.5% -0.7% 5.1% 

GLD (Net asset value) -0.7% 1.0% 8.2% 

Real Estate -4.0% -6.0% 6.0% 

Energy -2.5% -4.0% 8.3% 
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Economy: Chairman Ben Bernanke acknowledged that the U.S. 
economic recovery was "uneven" and "frustratingly slow… 

Strategas’ Economic balance sheet ticks down again as Consumer Confidence declines 
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Economy:  Neither Headwinds nor Tailwinds Dominating 

Headwinds to GDP in 2011 Overall 
Political: Austerity in government budgets will subtracting from GDP and payrolls. 

Economic: Tensions in the Middle East will continue to keep oil prices elevated, 
excess inventory of homes will likely continue to exert downward pressure on prices, 
uncertainties in the market (and the corresponding weaker confidence levels) may hamper 
employment growth 

Tailwinds to GDP in 2011 Overall 
Political: Greater disposable income from payroll tax cuts. Greater certainty of 
legislative process as healthcare, financial regulation, and energy bills are done. 

Economic: Data soft patch currently exhibited, and the growing need for fiscal 
restraint, should support the Fed keeping monetary policy easy for an extended period 
(the bar is still high for QE3, but both monetary and fiscal policymakers want 
unemployment lower in 2012). Also, with corporate cash on the balance sheet at such 
elevated levels, if firms want to boost sales, they likely need to increase spending (namely 
on employment) so consumers can and will spend more freely. 
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Economy:  Transitioning from recovery to Expansion which means 
we are past the acceleration phase.  

Positive:  High Corporate Cash and Profits should be redeployed boosting employment. 

Negative:  Government stimulus ending;  austerity measures will inhibit growth. 

Net:  Maturing Business cycle, but probably 9 quarters to go before recession. 
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Market Valuation:   
With current S & P level of  1290, market has room to run. 
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Markets:    Negative Real Yields (Yield- Core CPI)   
                    Bullish for Stocks, Bearish for Bonds    

History has shown that negative real yields (below inflation) tend to be short lived and 
have usually coincided with a bottom in nominal yields and equity prices, followed 
almost immediately by a sustained surge in both.   
                Performance of S&P after  Treasury real yields turn negative  

S &P 500 +3mo +6mo +12 mo 

4/30/2009 13% 19% 36% 

3/31/2004 1% -1% 5% 

5/31/1980 10% 26% 19% 

10/31/1974 4% 18% 20% 

4/30/1969 -11% -6% -21% 
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Technical Analysis:  Positives still Outweigh Negatives 



www.newalbanyinvestment.com   ~   614-216-6139   ~   7460 Cummins Ct. New Albany Ohio  43054 

Markets: Watch Copper as indicator of  Global Growth 
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Markets: Lower performance during expansion phase 

With 70% the economy driven by 
consumption, the huge structural 
overhang of private and public debt 
will soon become a significant drag 
as the ‘bill comes due’ resulting in a 
shorter economic cycle. Shorter 
business cycles means more 
volatility in the markets.   

 As the economy moves through the 
expansionary phase, market 
multiples shrink and sector 
leadership changes will occur quickly. 
Recently, Health Care and Consumer 
Staples sectors are now 
outperforming the broad market 
indicating market anticipating slow 
down.    



Valuation:  Stocks still look  cheap compared to Bonds 


