
Material discussed is meant for general illustration and/or informational purposes only 
and it is not to be construed as tax, legal, or investment advice. Although the information 
has been gathered from sources believed to be reliable, please note that individual 
situations can vary therefore, the information should be relied upon when coordinated 
with individual professional advice. Not all portfolios are actively managed. If you have 
a question about how your account is being managed please contact us. Generally 
accounts less than $150,000 are not actively managed. 
 
Recently Lowe fs wrote about our concerns that the market and economy euphoria was 
premature.  As such, we were not surprised to see yesterday’s pullback.  
 
Why were we so confident that this downturn pullback was imminent?   
 
We feel that the “sound bite” economists have focused on with high level data and 
positive news has really been a disservice to investors.  A prime example of this relates to 
retail sales. The recent numbers look somewhat better, but if you examine the reports 
closely it is evident that once gasoline and food sales are removed other retail areas are 
arguably flat.   
 
We have also previously talked about an “L shaped” recession, which is a steep 
downward trend followed by prolonged time at the bottom before a strong recovery.  We 
believe we are now in the bottom (or horizontal) part of the recovery.  There is no 
evidence that we will jump right into a recovery mode simply because the downward 
spiral has eased.  Rather, we are in “it’s not getting any worse mode.” 
 
An economic recovery is depends on the consumer buying goods.  But we see the 
following conflicts at this time: 
 

 Rising mortgage rates 
 Rising gasoline prices 
 Rising healthcare costs (higher deductibles and co-pays) 

 
With these rising rates, how will consumers have resources to spend on purchasing 
products?  It is more likely that pressure will continue to build on consumer spending.  In 
our opinion you cannot have a strong recovery without a strong consumer.   
 
Lowe fs anticipates that economic recovery could start in the 4th quarter of 2009, but is 
more likely to occur in the first quarter of 2010. 
 
We have believed that something would happen to shake this market out of the premature 
euphoria. (We can’t predict the specific “how” and “when”, but the higher the market 
goes without a correction the greater the chance any such correction might exceed 10 %.)  
In the short term ending up with a balance between the March lows and the May highs is 
not an unreasonable expectation. 
 



The length of this type of pullback could be reduced by investors who have cash on hold 
putting this cash back into the market.   
 
Money flowing into oil, gold and other commodities are an indication that people are 
truly worried about inflation. Historically, according to Morris Segall of SPG Trend 
Advisors, when fears of inflation are present investors often put money into “hard 
assets/commodities.” 
 
Lowe fs continues to consult with SPG Trend Advisors as well as economist Anirban 
Basu on an ongoing basis.  We do not anticipate any immediate changes from a strategic 
standpoint.  Specifically, we have concluded that the market is too unpredictable and too 
volatile to consider any shorting or inverse strategies at this time.   
 
 
 
 
 
 


