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We're (STILL) In The Zone
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I spent much of the weekend on the phone and computer talking with as
many people as I know in the industry to get a dialogue going on the events
surrounding the record Bear Stearns collapse. In my 20 years in the
industry, I cannot recall watching what was considered a blue chip stock go
from $60 to a $2 rescue in just a few days. It's beyond unbelievable.

I have some recollection of the February 1990 period when the old Drexel
Burnham Lambert collapsed in a few short days, but this seems a whole lot
different. Not one person I spoke with could have fathomed this, let alone
predict it.

In more recent history, Long Term Capital in 1998 was about as similar an
event as you can find. And things got pretty darn hairy in October 1998 after
experiencing the Russian debt default only a few months earlier.

That market parallel looks familiar to January 2008 and now the Bear Stearns
collapse two months later. I wrote about expecting the headlines to remain
bad and possibly get worse, but I gotta tell you, even I did not expect
anything like this.

And yet, as Monday's open is going to be about as ugly as you will ever see,
the major U.S. indices are either a little lower, even or a little higher than
they were at the darkest hour in January. We've lived through a steady
worsening of the news backdrop for 8 weeks and stocks are just back to
those previous panic levels.

I got an email over the weekend that only had one line on it. The sender
said, "Schatz, are you out of your mind? The world is coming to an end!"



That may be, but I don't think so. Not even close. I discussed the
risk/reward recently and I still think it holds. Using the S&P 500 as a proxy
for U.S. stocks, which, by the way, has an awful lot of financial stocks in it,
I'll take the 1200 area as the worst case scenario this week.

On the flip side, I firmly believe we will see at least 1400 by Memorial Day
and probably at least 1450 by July 4th. And those upside targets are
conservative until we see some confirmation in the coming weeks. So yes, as
I discussed in the last issue, I remain very positive on the stock market once
this final panic ends.

And historically, as you know, every single market calamity has ended with a
financial crisis. This may be the crisis of all crisis, but it too shall pass. A
giant financial tsunami may have hit our shores, but the U.S. financial system
will survive, retrench and thrive.

What I find pretty incredible after chatting with someone who is
mathematical genius with the markets is that these kinds of events are only
supposed to occur once every 50 or so YEARS. Yet, before 2008, we saw it in
1998, 1990 and 1987. I didn't include the 2000 - 2002 bear market since it
really wasn't a crisis like today.

And from this, there will come an unbelievable amount of rules and
regulations in the credit markets that frankly should have been there a long
time ago with more defined lending rules. Although I grew up and entered
the business as very green and naive, free market capitalist, clearly there
needs to be a better set of ground rules to protect the masses.

After the S&L Crisis, the agencies really put the hammer down to prevent
that from occurring again. Yes, I know. Talk about slamming the barn door
closed and bolting after the the horses already ran out.

And following the dotcom blow up and various corporate fraud and
malfeasance, the tech sector got very lean, mean and well run, just like the
S&Ls in the mid 1990s. I believe the same thing will happen this time, but I

While the short-term remains dark and murky, this crisis should begin to
wane very shortly. If Monday morning is truly disgusting, you can even
watch for firming throughout the day. Should the day build and build to the
downside, then I would expect a bad Tuesday open and a reversal to close
strongly.

I continue to view the stock market as very resilient given how many bad
things have come and yet we're roughly at the levels seen during the January



panic.

Yes, there is blood in the streets. Yes, there is widespread panic and
despair. But isn't that always the case at major stock market bottoms?

Now is the time to add money to your accounts or open a new strategy with
us. Please don't wait until we see a 10%+ market rally before taking action.

If you use an advisor other than us, I do hope that your advisor is in constant
communication with you during these turbulent times. This business is EASY
when markets are only going up. And it's EASY to contact clients with only
good news. You pay advisors very good money to receive the best client
service in ALL markets!



To Your Financial Success,

Paul Schatz
President
Heritage Capital LLC

1 Bradley Road Suite 202
Woodbridge CT 06525

203.389.3553 Phone
203.389.3550 Fax

www.lnvestForTomorrow.com

Published by Paul Schatz. Copyright (C) 2008 Heritage Capital, LLC. All rights reserved.

Streetfmarts is produced and distributed regularly via email by Paul Schatz of Heritage Capital, LLC

1 Bradley Road, Suite 202 Woodbridge CT 08525 Phone (203) 358-3553 Fax (203) 388-3550 - www.InvestForTomomow.com
Heritage Capital, LLC is an independent RIA not associated with any financial instifution. Data used im this publication is
gathered from reliable sources, although completeness and accuracy cannct be guaranteed. Perfformance resulis do not take
inte account any tax conseguences and are not predictive of future resulis. This publication does not give any specific
investment advice, does not provide financial planning services, or consider any individual's financial situation. needs or goals.
This publication may not be reproduced or retransmitted in whaole or in part without the consent of the author, Paul Schatz.

Important Disclosure Information
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tramsaction and custodial charges, or the deduction of an investment management fee, the incurrence of which would have the
effect of decreasing indicated historical performance resufts. The historical performance results for all indices are provided
exclusively for comparison purposes only, so as to provide general comparative information to assist an individual client or
prospective client in determining whether the performance of a Heritage program meeis. or confinues to meet, hisiher
investment objective(s). A comesponding description of each index is available from Hemtage upon request. it should not be
assumed that Heritage account holdings will cormespond direclly to any such comparative benchmark index. The Heritage
performance results do not reflect the impact of taxes.

For reasens including wariances in the investment management fee incwrred, market fluctuation, the date on which a client
engaged Heritage's invesiment management services, and any account contributions or withdrawals, the performance of a
specific Heritage client's account may have varied substantially from the indicated porifolio performance resulis.

In the event that there has been a change in a clienf's investment objectives or financial situation, he/shefit is encouraged fo
advise Heritage immediately. Different types of investments andior invesiment strategies involve varying levels of risk, and
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Heritage. are unaudited. and have not been independently verified. Heritage maintains all information supporting the
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