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Economy Still Plodding Along

The last month has been busy on many fronts, but especially on the media side.
I did two nice pieces on CNBC which can seen on the main page of our In the
Media section(http://www.investfortomorrow.com/InMedia.asp). Fox Business
was next and that interview can be viewed at
http://video.foxbusiness.com/v/2506211035001/markets-stabilizedfor-now/.

The whole investment world must have been on vacation during the week of July
4th as | was invited on The Nightly Business Report for the first time to discuss
my outlook for earnings. It hasn't changed for a long while in that companies
are beating on the bottom line but struggling to grow revenues (top line). They
are doing it with cost cutting, productivity increases and very targeted cost
increases. And that's exactly what we are seeing so far this quarter. As | have
said many times, | think this all changes on the other side of the next recession.
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Here is the link. http://nbr.com/2013/07/01/nightly-business-report-july-1-
2013/.

There were also nice quotes in the USA Today as well as Investment News that
can be viewed on our In the Media section as you scroll down. Next week | head
to New York to visit with my friends at Yahoo Finance as well as being in studio
at Fox Business on Thursday, July 25th, at 1:00pm.

In between newsletter editions, | post a fair amount of information on our blog.
You can find that at http://investfortomorrowblog.com. If | am correct, you can
also subscribe to the RSS feed and receive automatic updates.

Economically, as you know, my views haven't changed since 2009. We are living
the "typical” post financial crisis recovery with sub par growth and stubbornly
high unemployment that sometimes teases on the upside and terrifies on the
downside. Until we get to the other side of the next recession, | believe it will
continue this way.

I often share two of my favorite and off the beaten path indicators to look for
clues as to the direction of the economy. They are both very volatile but target
different groups. The Restaurant Performance Index (below) is very much how
middle America behaves. From the depths in 2009, it took an awful lot of time
and energy just to get back to the neutral reading of 100. As you can see now,
it has been very strong this year and | would not become concerned until it hit
99 again.


http://r20.rs6.net/tn.jsp?e=001wKffxudHgxqsK_gZNPmZ6ymtiUQATihFocdZkK0Nq23v4b-mwZ_e8mu_8irU34P8_M4ojmNrdQEQB_DFMhWizO_a2H_XuKca90wxgAEY7pMMGLKJG9G2KA1HcVcWVtfM8nAz_nQUvwmE0J2rDsos6_wUsvjkxibhP_27PpTDVz1HamMA1UlZkw==�
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Restaurant Performance Index
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The other indicator | enjoy watching is the Architecture Billings Index which
gives us an idea of the commercial market. Currently in rally mode, | expect
that to continue at least until the clowns in Washington start posturing about the
debt ceiling again. I would not be too concerned until we see a reading under
46.
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Several years ago | wrote that at some point | thought the government would
start targeting large IRAs and 401Ks. As you know this was recently seen in the
budget the Obama administration released. | have heard from folks who said
that it will never pass or we should go ahead and do this as the "rich" have too
much money anyway. To me those are both dangerous comments. The
government has always encouraged financial independence and saving for
retirement. This latest proposal is scarey to say the least not only for what it is
at face value, but also in my opinion that once we accept this, it is only a matter
of time before the large IRA and 401K surtax hits. Barrons does a much better
job of articulating the proposal than | ever could.

President Obama Thinks Your IRA Is Too Big

Finally, the article below was a big topic of conversation after it appeared in a
Sunday New York Times and certainly worth a read if you haven't seen it.

The $2.7 Trillion Medical Bill
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1987 or 1995

For the past six months when asked about my outlook for 2013 | replied that |
thought it would be a front loaded year with all or close to all of the gains during
the first half of the year. | have and continue to compare it to 1987 without a
one day stock market crash. Others have predicted that 2013 will look more like
1995, the single greatest investing year of the modern era. Now that would
make me (and you) really happy! This will be interesting and fun to follow over
the coming months.

Let's take a walk down memory lane and examine the years before 1987

and 1995 and the present. We will start with 1986, 1994 and 2012. As you can
see below, 1986 blasted off right out of the gate, went into a trading range
during the middle and then closed near the peak for the year.
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1994 is next and this was a very different year with Alan Greenspan and the Fed
surprising the markets by raising interest rates in February. That led to a 10%
correction, the first one since 1990. The stock market saw three more declines
in June, November and December, culminating in Orange County's municipal
bond default after Thanksgiving. Although the major indices only lost a few
percent that year, it was an horrific year in the bond market with investor
sentiment as negative as you typically see after a bear market.
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2012 is below with strength right out of the box followed by a correction in May
that led to a melt up in stocks before pre-election jitters took the wind out of the
sails into Election Day. The usual year-end rallied ensued. Overall, 2012 was a
good year for stocks returning 13%, but ending the year with anxiety over the
Fiscal CIiff.
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While 2012 was not nearly as strong as 1986, it had similar investor sentiment
points and nowhere near the negativity associated with 1994. On the surface, it
looks like 2012 fell right between 1994 and 1986.

Below you can see the first nine months of 1987 and 1995. In both cases stocks
took off as the year began, paused, and then took off again.
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Here is 2013 year-to-date, which looks like the average of both years so far.

% B BE + O Etes - 2 Otherhterals - @ B0 D1 D5 O e D oay T Tk
(SO . DOV JONE & INDUSTRIAL NVERAGED) Cynarmie, 007400
1500000
llll

o x] Mt
2013 'WlpWﬂ
."I -

|I' Iil*l II

T4S00F

eriullT' 'F

| 1 14000

k! i I 14003

-|F"iI|IrT it ITIII' |
a

I' A ML

‘*“Iilt A RH0005

| 1300000

o g, TR

w7 W H O W = ™ i @ 2 M i1 1 ¥ 0 % 15 @ ¥ ¥ 1T W M 1 10 1T M 01 & 15
P h ) Fab Mar Apr Hay Jun Jul
Prbsatped by’ @ Saa] (oo Ayl oo |

Now is where 1987 and 1995 begin to diverge. Again, | absolutely do not believe
we are going to see a stock market crash like we did in '87, but the pieces are
beginning to line up for the largest correction since 2011. The next two charts
put it all together best. You can see three distinct almost vertical rallies in 1986-
1987 culminating with an August peak and disaster thereafter. In 1994-1995 we
see the year long challenging period and the relentless bull run.
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Today (below), we are somewhere in the middle so far price wise. Alan
Greenspan and the Fed were one of the main driving forces behind the collapse
in 1987 along with computerized trading and Washington put its foot in it
mouth. Is today that much different if Bernanke & Co. start the unwinding
process at one of their next two meetings? In my view the only question for the
stock market is if it is peaking right now or will there be a 4-8% pullback first
followed by a final run to all time highs.
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If you are concerned about portfolio or the scenarios | laid out and want to have
a more detailed discussion, please hit REPLY or call me directly at
203.389.3553.

Gold Continues Bearish Pattern... For Now

When we last left off with the gold market (and the chart below), | offered that
"Unless the metal quickly regains the $1350 level, we are most likely looking at
further selling and even more record setting negative sentiment before a
sustainable rally can begin."
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Gold continued its collapse from the time | hit the send button at $1292 all the
way down to $1179 a week later. From $1179, it rallied all the way back to
$1303 this morning before Ben Bernanke testified before Congress as you can
see below.
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In this market | usually mention possible upside and down targets. If the current
rally peters out, which it is trying to right now, $1150 and then $1087 are

logical downside lines in the sand based on technical measures. On the flip side,
there are a host of upside zones which should be watched over time, $1350,
$1480 and $1540. Since my view hasn't changed that gold remains in a secular
bull market, but cyclical bear market, 1 do believe that all upside targets will be
achieved and that the ultimate peak will be above $2000.

Taking a view beyond the short-term, we continue to see record setting levels of
negativity, surpassing those seen when gold was $250. What that means is that
smart money is and has been accumulating gold on the way down as the dumb
money has been selling. So the dumb money has been right and the smart
money has been wrong, something that is unlikely to continue. At some point
sooner than later gold is going to hammer out a major bottom and rally strongly
and not stop, trapping the bears and inflicting pain.

Upcoming Appearances

Yahoo Finance Breakout - July 25



Fox Business' Markets Now - July 25 at 1:00pm

You can view most of the past segments by clicking below.

Media Appearances

(http://www.investfortomorrow.com/InMedia.asp)

Investment Quotes/Adages To Live By

"The only easy day was yesterday."

- The U.S. Marines
"When in doubt, get out!"

"If it's obvious, it's obviously wrong."

-Joe Granville
"It's ok to be wrong, but it's not ok to stay wrong."
"This time is different.”

"The markets require the patience of a dozen men."
-Robert Rhea

"Luck is the residue of effort."
"The most bullish thing a market can do is go up in the face of bad news."
"The most bearish thing a market can do is go down in the face of good news."

"The market can stay irrational longer than you can stay solvent.”

-John Maynard Keynes
"Government is best which governs least” - Thomas Jefferson

Inflation is the one form of taxation that can be imposed without legislation.


http://r20.rs6.net/tn.jsp?e=001wKffxudHgxoI1EX1U9RGFChqVZjLr8WWp-5zcu0cTESiqNiJU1ksXZf0jLvN9DXQsf2BsbHUf2BIRkDXC2V9lxWuY-GQv5RqnWj4bLsJg3MMWg8mHULn21eOPweCm_0-e33aAs9Cs_mYbruIrionhA==�
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-Milton Friedman

"You cannot legislate the poor into freedom by legislating the wealthy out of freedom. What one
person receives without working for, another person must work for without receiving. The
government cannot give to anybody anything that the government does not first take from
somebody else. When half of the people get the idea that they do not have to work because the
other half is going to take care of them, and when the other half gets the idea that it does no
good to work because somebody else is going to get what they work for,that my dear friend, is
about the end of any nation. You cannot multiply wealth by dividing it." - Dr. Adrian Rogers,
1931

"Bear markets seem to be divided into three phases: the first being the abandonment of hopes
upon which the final uprush of the preceding bull market was predicted; the second, the
reflection of decreased earnings power and reduction of dividends, and the third representing
distressed liquidation of securities which must be sold to meet living expenses. Each of these
phases seems to be divided by a secondary reaction which is often erroneously assumed to be
the beginning of a bull market."

- Robert Rhea via Tim Woods

"Free enterprise is a rough and competitive game. Nobody too big to fail. Nobody too small to
succeed. It is a hell of a lot better than government control.” - Ronald Reagan via Dan Kennedy

"A government big enough to give you everything you want is big enough to take everything you
have." - Gerald Ford via Dan Kennedy

"The problem with socialism is that, sooner or later, you run out of other people's money." -
Margaret Thatcher

"Diversification alone is no longer sufficient to temper risk... You need something more to
manage risk well."

- Mohamed El-Erian

Friends And Family Plan

Finally, as you know, our firm and this newsletter continues to grow mostly from
your referrals. If you know anyone who is interested in securing their
retirement, planning for it or just plain worried about it, please send them here.
As always, thanks for thinking of us with your circle of family and friends.

Sign Up Here

You can also forward this email to family and friends by hitting the "forward
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email" hotlink at the bottom of this email.
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benchmark index. The historical index performance results for all historical benchmark indices do not reflect the deduction of
tramsaction and custodial charges. or the deduction of an investment management fee, the incurrence of which would have the
effect of decreasing indicated historical perfformance results. The historical performance results for all indices are provided
exclusively for comparison purposes only, so as fo provide general comparafive information to assist an individual client or
prospeciive client in determining whether the performance of a Heritage program meets, or continues fo meet, hisfher
investment objective(s). A comesponding description of each index is available from Heritage upon request. it should not be
assumed that Heritage account holdings will cormespond directly to any such comparative benchmark index. The Heritage
performance results do not reflect the impact of taxes.

For reasons including variances in the invesiment management fee incurred, market fluctuation, the date on which a clent
engaged Heritage's investment management services, and any account confributions or withdrawals, the performance of a
specific Heritage client's account may have varied substantially from the indicated portfolio performance resulis.

In the event that there has been a change in a dlienf's investment objectives or financial situation, he/sheit is encouraged o
advise Heritage immediately. Different types of investments andior investment strategies involve varying levels of risk, and
there can be no assurance that any specific investment or investment sirategy (including the investments purchased and/or
investment strategies devised or undertaken by Heritage) will be profitable.

Information pertaining to Hemtage's advisory operafions, services, and fees is set forth in Heritage's cument disclosure
staterment, a copy of which is available from Heritage upon request Performance resulis have been compiled solely by
Heritage, are unaudited, and hawve not been independently verified. Heritage maintains all information supporting the
performance results in accordance with regulatory requirements.






