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Dave Fulkerson July 23, 2008 — Secular Stock Markets Explained

Money Management
for Your Retirement

What should make you the most skeptical?
1. The check is in the mail.
2. That new golf club will take 4 strokes off your handicap.
3. Brokerage firms project big gains in the stock market for the next 12 months.

Number 3 is serious! Wall Street makes statements like this for one reason...to keep the public fully
invested. They do not get hundreds of thousands of dollar bonuses if we are in cash. They also tell us
the only way to be successful in the stock market over the long term is buy and hold. And that
diversification and asset allocation will protect us from down markets.

What they do not tell us is how the markets really work. Stock markets are cyclical and trade in secular
(meaning long-term) bull (up) and bear (down) markets. The Chart of the DOW from 1900-2007 shows
the market goes for long periods of negative returns (red) followed by huge up moves (green).

SECULAR STOCK VIARKETS EXPLAINED
= Dow Jones Industrial Average: 1900-2007

Secular stock market cycles are driven by trends in the price/earnings ratio (P/E) 8 yrs?

Secular bull markets start after the trough of below-average P/Es

10,000 — 18 yrs
Secular bears start after the peak of above-average P/Es

Despite market declines in the 2000s, P/Es remain above average and
trending lower — the potential sign of a current secular bear market
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Copynght 2006-2008. Crestmont Research (www (restmontResearch com)

Most humans have a good 15-20 years to accumulate retirement wealth. There are many of these
periods in the last 108 years that lost money. If one were fortunate enough to invest for retirement
from 1982-2000, one would have averaged 14.8% return! But what if 1966-82 were your best saving
years? -1.5% average return...it is over a 40% loss counting inflation! This reminds me of quite possibly
the best line in movie history: “Do you feel lucky... Punk? Well...do ya?” — Dirty Harry

Investing large portions of our personal net worth on a one-way directional bet on the stock market
because some theory says we must be fully invested at all times is neither practical or rational. If the
secular bear market we are currently in lasts another 5 to 13 years to match prior secular bears, then it
may be difficult for many to retire. At Fulkerson Capital Management, we prefer to invest in sector
rotation strategies designed to accumulate wealth during secular bull and bear markets. With the main
objective to minimize losses and avoid the 38% average decline associated with bear markets.

All information, data and contents are obtained from sources believed to be correct but reliability cannot be guaranteed. Past performance is not indicative

of future performance. Readers of these comments should not take action based on information contained. Comments could pertain to time periods or to
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hypothetical and are no indication or guarantee of future results.
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Money Management and Advisory Services offered through Fulkerson Capital Management, a Registered Investment Advisor.



