
Fear vs. Euphoria 
 “The only thing we have to fear is fear itself.” While we all know this 
quote from Franklin D. Roosevelt, I recently began telling clients and co-workers 
that I am concerned because suddenly the majority of investors no longer seem to 
be scared, including yours truly.  While there are many positives for the New Year, 
stock market profits are never earned without confronting volatility and fear.  Typi-
cally the time to buy is when everyone is freighted and the time to sell is when eve-
ryone is euphoric.  This rule was once again correct, as mutual fund investors 
pulled $115 billion out of domestic stock mutual funds while pouring an amazing 
$649 billion into fixed income mutual funds since the March 2009 bottom (through 
2010). While optimistic about the stock market, I am equally pessimistic about the 
bond market in the years ahead.  The bad timing should not be surprising as it mir-
rors the long term poor timing of many investors as concluded by the research firm 
Dalbar. Their research showed that from 1990 through 2009, the 20 year annual 
return for the average mutual fund investor was a scant 2.3% while the S&P 500 
returned 8.3%.  Does the lack of fear constitute a euphoric top?  Probably not, but 
it may warrant more caution. 

 I understand the stock drivers for 2010 and hopefully the future. Equities 
move higher as earnings and dividends move higher in relationship to their relative 
value. Earnings are expected to grow 12-14% in 2011. If these estimates prove to 
be correct, a move of 9.02% in the S&P 500 Index seems rather attainable (see Pg. 
2 for strategists average estimates). In addition, the S&P 500 Index is trading at the 
low end of its historical P/E multiple, a major positive in a rising environment for 
earnings. You might ask yourself, at current levels, what other investments are 
more attractive than the U.S. Stock Market? With interest rates near 50 year lows, 
both long and short-term bonds seem to be very problematic as an investment vehi-
cle. The average spread between the S&P 500 Index quarterly yield and the 10-yr 
treasury over the last 20 years, is approximately -0.20%. Currently, the spread is 
+3.30%, one of the highest spreads in recent history. One must understand, treas-
ury yields are guaranteed while stock dividends are not. It is important to note cur-
rent valuations confirm there is still fear of stocks, not everyone is bullish. 

 Areas to watch in 2011 are the value of the dollar, spending in Congress, 
inflation, oil prices, a negative outlook for the bond market and municipal debt 
among others. That being said, skepticism among equity investors, not to mention 
the wide estimate of 2011 growth from professionals, is understandable.  Don't 
believe the only thing to fear is fear. Investors must be diligent to control their risk, 
control their emotions and use at least some hedging strategies. These beliefs help 
one maintain a long term investment profile even when fear or euphoria cloud their 
prospective. 
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Save Money and Paper! 

When you enroll your ac-
count(s) online with Schwab, 
you can receive your state-
ments and trade confirma-
tions online and save on 
costs at the same time.  
Please call us and visit 

www.schwaballiance.com 

Please complete 
and return the en-
closed question-

naire.   

Thank you. 

REMINDER 

 

J. Scott Miller 



 A December 10 report showed US consumer confidence rose to a 6 month high and the trade deficit narrowed more than economists estimated as 
 exports rose to the highest level since 2008. 

 As the fed plans to pump 600 billion into the bond market, treasuries have sold off raising 10 year notes from 2.49% to 3.3%. 

 Household debt reduced by $1 trillion to $11.5 trillion.  Household debt as a percent of disposable income has eased from 19% to 17% near its 30 
 year average. 

 In the 3rd quarter consumer spending grew 2.8% the best since 2006. 

 The private sector has added 1.1 million jobs in 11 months. 

 S&P500 earnings have hit $85 a share up from $61 in 2009 and just below the peak of $88 in 2006. 

 Since the market low in March of 2009 investors pulled $111 billion from US stock mutual funds and plowed more than $609 billion into fixed in
 come funds. 

 US CPI grew just 1.1% this past year compared to China’s 5.1%. 
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2011 S&P Forecasts 

General Notes 

 

“We expect S&P 500 firms will increase spending in all categories with the fastest growth in acquisitions and share repurchases.”  
  David Kostin, Goldman Sachs 

“Next year looks good with a chance of great for equities.  You really get to good based on earnings alone.  We’re entering into a self 
sustained recovery and there’s a very accommodative backdrop being provided by the Fed.”   
 Jonathan Golub, UBS 

“Equities look cheap relative to other asset classes.”   
 Andrew Garthwaite, Credit Suisse 

Notable Quotes 

Firm Strategist S&P500 Estimate Percentage Change 

Barclays Barry Knapp 1420 12.83% 

Credit Suisse Andrew Garthwaite 1350 7.27% 

Citigroup Tobias Levkovich 1300 3.30% 

Goldman Sachs David Kostin 1450 15.22% 

Deutsche Bank Binky Chadha 1550 23.16% 

Bank of America David Bianco 1400 11.24% 

JPMorgan Thomas Lee 1425 13.23% 

Oppenheimer Brian Belski 1325 5.28% 

Bank of America Ethan Harris 1400 11.24% 

Credit Suisse Douglas Cliggott 1250 -0.68% 

Morgan Stanley Henry McVey 1362.5 8.26% 

UBS Jonathan Golub 1325 5.28% 

HSBC Garry Evans 1320 4.89% 

Bank of Montreal Ben Joyce 1300 3.30% 

Wells Capital Mgmt. James Paulsen 1425 13.23% 

AVERAGE  1372.03 9.02% 

Putnam Jeff Knight 1350 7.27% 

 



 

 We are proud to provide you with a new interactive daily wealth manage-
ment tool.  In the past, people have completed financial plans that reflect their fi-
nancial situation at a particular point in time.  Knowing that life is changing, we 
have begun using a system that continues to track and monitor your finances to 
reflect these changes.  The available services include, but are not limited to the fol-
lowing: 

 Total net worth statement updated daily 

 Personal website with 24 hour access to all of your financial 
information 

 The ability to view all your financial assets and liabilities in 
one place 

 Alerts to let us know of important changes in your accounts 

 Online vault capable for storing important documents, such as 
wills, trust documents, insurance documents, etc. 

Our approach to managing your finances aims to ensure you make in-
formed investment and lifestyle decisions having received the best strategic advice 
available.  This personalized aggregation tool will assist us in making these deci-
sions with up-to-date and accurate financial information. 

We are interested in hearing from you about this technology.  Would you 
be interested in learning more about this service? Please feel free to give us a call 
and we can get you set up on the new system. 

Wealth Management Tool on www.bluebellpwm.com 
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The Main Screen when you first log-in: 

 All cash/investment accounts and their 
total values. 

 Total Financial Snapshot. 

 Pie Chart of total Asset Allocations. 

 Bar Chart on Total Net Assets. 

Quotes after us-
ing Wealth 360: 
 

“This is worth its weight 
in Gold.”  

Fred S., PA 

“I can’t believe how easy 
it is for me to keep my 

records now, thank you” 

Nancy M., NJ 

“When my mother passed 
away, as much as she had 
tried to keep record, the 
estate process was very 
expensive, and a pain in 
the neck; I wish she had 
your system available to 

her.” 

Mike W., PA 

 

“Once I took the time to 
get everything uploaded 
and linked, it proved to 
be a valuable resource.” 

Barbara S., FL 
ALSO AVAILABLE ON THE 

 APPLE APP STORE  
Simply search for e-money 

The Vault holds: 

 Deeds, Mortgages 

 Wills, Financial Statements 

 Tax Documents 

 Insurance, etc. 
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Thank you for your continued support of our business through referrals of family and friends! 

Last Minute IRA Contributions! 
For 2010, the maximum contribution allowed for both Traditional and Roth IRAs remains at $5,000 
if you are under age 50, or $6,000 if you are age 50 or older. You have until April 18th, 2011 to 
make your 2010 contribution.  Talk to your children about the benefits of starting an IRA.  

If you mail a check to us, please make the check payable to “Charles Schwab & Co, Inc.” with your 
IRA account number written on the check along with the year in which the contribution is intended.  

Tax Season Reminder 

Tax season may not be right around the corner, but it might roll around sooner than you ex-
pect. It is a good time to start gathering any documents you may need, and start getting esti-
mates of your potential gains and losses, as well as any expected payments. 

 

You will not begin to receive any year-end tax documents until mid-February, but please be 
on the look out for tax documents from your current custodian, Schwab Institutional, as well 
as other financial institutions where you may have investments. Another suggestion, al-
though this will require paying a fee, is to hire a professional tax preparer. This will reduce 
the chances of errors and oversights that are most commonly caused by lack of specific tax 
knowledge in self-preparing returns. 

 

Finally, we work hard to continuously maintain relationships with our clients’ accountants. 
Come tax season, it may lessen the burden to have us directly speak with your accountant 
and to clear up any confusion. If we do not have your accountants’ information on file, 
please call us so that we can update our databases and receive permission to speak to your 
accountant on your behalf. 

“Structured products give advisers the opportunity to say something different 
to a client.”   
 - Scott Miller, Investment News November 14, 2010, discussing the advantages of structured 
products. 

“There's just not much left over to buy the upside, because rates are so low. 
People always need to understand what they're giving up.” 
- Scott Miller, Investment News November 14, 2010, discussing the need for full disclosure 
in structured products. 

“A lot of ETFs have grown to the point where the options available on them 
are efficient and liquid.”  
- Scott Miller, Jr., Investment News November 21, 2010, on ETFs and options available for 
them.  

Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that 

the future performance of any specific investment, investment strategy, or product made reference to directly or indirectly in this newsletter (article), will be profitable, equal any 

corresponding indicated historical performance level(s), or be suitable for your portfolio.  Due to various factors, including changing market conditions, the content may no longer 

be reflective of current opinions or positions.  Moreover, you should not assume that any discussion or information contained in this newsletter (article) serves as the receipt of, or 

as a substitute for, personalized investment advice from Blue Bell Private Wealth Management LLC Please remember to contact Blue Bell Private Wealth Management LLC if 

there are any changes in your personal/financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or ser-

vices. Please also advise us if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory services. A copy of our current written disclosure 

statement discussing our advisory services and fees remains available for your review upon request. 

 

 


