. A STREET$MARTS “W

Dedicated to Growing and Protecting your Portfolio

October 28, 2015

12:31 PM EST

Find us on Facebook

‘Follow us on kwitker

Inside this issue

Fed Meeting... AGAIN?!?!

Update on Post-Crash Scenarios

Yet Another Bullish Study

Investment Quotes To Live By

Fed Meeting... AGAIN?!?!

Six weeks ago, all we heard in the media was about the FOMC raising interest rates. Will they? Won't
they? You couldn't escape the topic. It seemed like all of the strategists, analysts and pundits from the
giant firms were all pushing the Fed to raise rates. | don't think it was just their opinion. | believe they
were "selling their book™ as they were positioned for a rate hike. Nothing unethical or nefarious about
it, but | found it unusual at just how many large firms were all on the same (wrong) side. When Yellen
& Co. did not raise interest rates, you wouldn't believe how many of these successful adults whined
and complained. Kudos to the Fed for not succumbing to Wall Street's pressure!

With the FOMC currently in their two day meeting and the announcement scheduled for Wednesday at
2pm, there has been very little chatter about a rate hike this week. While China's market has stabilized
and their central bank cut rates and the ECB's Draghi has also made very dovish comments, consensus
calls for no rate hike now. Although | have vehemently disagreed with any interest rate hike until the
other side of the next recession, | do realize that | am in the severe minority camp. | fully expect the
narrative to move toward a December rate hike sooner than later, unfortunately.

The stock market model has prices trading plus or minus 0.50% until 2pm and then a rally. Normally,
there would be a 77% chance of higher prices today, but with stocks up so much this month, | won't
be surprised if the move is more muted after 2pm.


https://www.facebook.com/heritagecapital
http://twitter.com/paul_schatz

Update on Post-Crash Scenarios

Hopefully, you're not tired of my continued update on post-crash scenarios. They have been working
out incredibly well so it's worth watching. When we left off last, | eliminated 1994, 1997 and 2010. |
wasn't so keen on 1987 and 1989, but did not totally rule them out. Good thing because we have been
seeing a combination of those two with 1998 and 2011. All in all, they aren't so different except for the
earlier ones not breaching the intra-day crash low where the later ones did.

You can read previous articles
http:Z//www.investfortomorrow.com/Znewsletter/CurrentStreet$marts20150902.pdf and
http://www.investfortomorrow.com/Znewsletter/CurrentStreetdmarts20151005.pdf.

Looking ahead, | want to share again 1987, 1989, 1998 and 2011. Remember, market don't repeat
history, but they have a great way of rhyming. In each case below, stocks saw varying degrees of
crash, followed by an intervening rally before revisiting the lows from the crash several weeks later. If
you scroll down, you can see how 2015 continues to line up very nicely with the others.

The most important takeaway from all this work is that stocks rallied back to all-time in each and
every case.
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2015 is below and I left the two scenarios | offered earlier this month with the blue line nailing the
move. Based on just the post-crash research, this rally is far from over.
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Yet Another Bullish Study

After my research on post-crash behavior was complete, | turned to stock market performance. With
both August and September closing lower, | wondered if there was any trend for Q4. Over the past 35
years, there were only 6 occurrences and all led to a positive Q4 by an average of +10.86%! You can

view the study here. http://investfortomorrowblog.com/archives/1936

With the help of my friend and colleague Dana Lyons, | analyzed stock market returns since 1950
when the S&P 500 dropped at least 10% in 6 days, like we saw in August. The average results are
below.

3 months later +5.6%
68% of the time returns positive

6 months later +12.5%
81% of the time returns positive

12 months later +21.4%
81% of the time returns positive

24 months later +37.5%
90% of the time returns positive

Three independent studies all conclude the same thing over the intermediate-term. The bull market
and this rally are far from over and my longstanding target of at least 20,000 is achievable in 2016.

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."


http://r20.rs6.net/tn.jsp?f=001czZyjXMDbYhigJP3AbkmHnvGpfbQpQxCXYzNOeEX32pHlm4nHjADlQNRaUwsUpR7iYZlAQ7bbSM73IcMSe2AboPcVPTF66V1DThKaa-B49GkLrdLBcyemDg700EWVDmFSU2ZXB2k-8uK3Jlxsl30KPiO4ZdSKaPaWuh0mIsUe5NZ6DvXBLmkk6QYSSi0hjtxgyYAyZYuweM=&c=p0O8jGwb9ODutMNpKBP1fLVJ4i32K8cEN2n1WMK0BjsK7_eYYaw0-A==&ch=76UGT_-qqaTQI49nFP2YcUhzKSCdpK-3iH5GcSRrpGB0g4-tBG4JCQ==�

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

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

-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, 1984

"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

"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
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Important Disclosure Information

Heritage Capital LLC ("Heritage™) composite performance resulis represent fime-weighted actual performance results for
continuously managed Heritage accounts, which individual accounts Heritage believes to be representative of its investment
management process (i.e. mutual funds and exchange traded funds) for each specific strategy during the cormesponding time
period. The composite performance resulis reflect the reinvestment of dividends and other account eamings, and are net of
applicable account transaction and custodial charges, and the separate fees assessed directly by each unaffiliated mutual fund
and exchange traded fund holding that comprised each account, and the maximum investment advisory fee that the accounts
would have incurred (by applying the Heritage's current investment advisory fee of 2.00% as set forth in its current written
disclosure statement) during the corresponding time pericds.

Flease Mote: Past performance may not be indicative of future resulis. Therefore, no current or prospective client should
assume that future performance will be profitable, equal the performance results reflected, or equal any comesponding historical
benchmark index. The historical index performance results for all historical benchmark indices do not reflect the deduction of
transaction 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
prospective client in determining whether the performance of a Heritage program meets, or continues fo meet, his/her
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 correspond direclly to any such comparative benchmark index. The Heritage
performance results do not reflect the impact of taxes.

Faor reascns including wariances in the investment management fee incwrred. market fluctuation, the date on which a client
engaged Heritage's investment management services, and any account contributions 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 dienf's investiment objectives or financial situation, he/sheit is encouraged fo
advise Heritage immediately. Different types of invesiments andior investment strategies involve varying levels of risk, and
there can be no assurance that any specific investment or investment strategy (including the investments purchased andior
investment strategies devised or undertaken by Heritage) will be profitable.

Information pertaining to Heritage's advisory operations, services, and fees is set forth in Heritage's cument disclosure
statement, a copy of which is available from Heritage wpon request Performance resulis have been compiled solely by
Heritage, are uwnaudited, and hawe not been independently werified. Heritage maintains all information supporting the
performance resulis in accordance with regulatory requirements.



