Dave Fulkerson January 28,2010 — The Lost Decade

Money Management
for Your Retirement

From time-to-time, I think it is a good idea to take a step back and look at the stock market
from 30,000 feet to get a big picture look at what is happening.

The chart covers the 1%t decade of the 21t Century and the S&P500 did not get off to a very
good start. With two 50%+ selloffs in the decade, the S&P500 was hit about as hard as 40 year
old Brett Favre in the
NFC Championship
game on Sunday.
Looking at the
performance we see the
S&P500 was down 23%
for the decade. If we add
in the 35% drop in the
value of the dollar, the
return is -48%. Not
exactly the type of
returns financial advisors
put into their clients
financial plans. It is
difficult to retire if one is
depending on a rising
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what we do at Fulkerson Capital Management. Our strategies are uncorrelated or “not
connected” with the stock market and are designed to make money in up, down or sideways
markets. The ability to “capture” gains before they evaporate into the next bear market low is
what we believe to be the key to long-term investment success.

The last decade has exposed the dangerous flaws in the “buy and hold” investment
philosophy. “Buy and hold” is dead. The problem is, most financial advisors today were
trained in the secular bull market from 1982-2000 when the stock market returned close to
15%/year. Most investors just do not know how to deal with secular bear markets. And history
shows, it could last another decade before the next secular bull market comes along.

There are cracks in the stock market today. Indicators are telling me at least an intermediate-
term top is in. How much will the market pullback? Well my crystal ball is on the blink, but gun-to-
my-head, 20+% and maybe significantly more. The depth of the decline could be based on government
intervention, the looming commercial real estate crises or a random black swan event still unforeseen.
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