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OUTLINE

LONGLONG--TERM FORCESTERM FORCES

NEARNEAR--TERM OUTLOOKTERM OUTLOOK

INVESTMENT STRATEGYINVESTMENT STRATEGY



Peter Dag’s
PERFORMANCE

S&P 500S&P 500
2002 2002 +7.4%+7.4% --23.4% 23.4% 
2003 2003 +30.4%+30.4% +26.4%+26.4%
2004 2004 +16.9%+16.9% +9.0%+9.0%
2005 2005 + 4.1%+ 4.1% +3.0%+3.0%
2006 2006 +7.2%          +7.2%          +13.6%+13.6%
Total Total +82.7%+82.7% +23.5%+23.5%
(S&P dividends excluded, Source: Hulbert)(S&P dividends excluded, Source: Hulbert)



THE MARKETS WIN



MAN-MADE (FED)
COMMODITY BUBBLES



CAN IT GROW FASTER?





THE GLOBAL BUSINESS CYCLE

LEADING 
INDICATORS
ARE 
RISING



US BUSINESS CYCLE



YIELD CURVE POINTS TO 
SLOW GROWTH



MANUFACTURING CYCLE



COMMODITIES ARE 
SOARING



INFLATION IS AN ISSUE



GOLD AND INFLATION



MAJOR LOSS OF 
COMPETITIVE ADVANTAGE 



GOLD AND OIL



OIL AND T. BILLS



OIL SERVICE STOCKS: 
STRONG GROUP



CREDIT RISK AND 
FINANCIAL STOCKS



CREDIT RISK AND 
HIGH YIELD FUNDS



ETFs TO USE IN 
DOWN MARKETS



THE TREND: 8%
about 20% risk on the downside



BONDS AND STOCK PRICES



THE MARKET IS OVERSOLD



THE MARKET IS OVERSOLD



VOLUME PATTERNS

RISING VOLUME WHEN THE RISING VOLUME WHEN THE 
MARKET OR A STOCK RISESMARKET OR A STOCK RISES

RISING VOLUME WHEN THE RISING VOLUME WHEN THE 
MARKET OR A STOCK DECLINESMARKET OR A STOCK DECLINES

WHAT IS HAPPENING NOW?WHAT IS HAPPENING NOW?
VOLUME IS SOARING AS THE VOLUME IS SOARING AS THE 
MARKET DECLINESMARKET DECLINES



THEORY OF GAMES
(ACTION RATHER THAN SELECTION)



THE POINT

ECONOMY IS GROWING SLOWLYECONOMY IS GROWING SLOWLY
STABLE SSTABLE S--T INTEREST RATEST INTEREST RATES
COMMODITIES ARE STRONG COMMODITIES ARE STRONG 
REFLECTING A WEAK DOLLARREFLECTING A WEAK DOLLAR
WEAK BANKS=FINANCIAL RISK WEAK BANKS=FINANCIAL RISK 
LONGLONG--TER MARKET TREND: UP 8%TER MARKET TREND: UP 8%
MARKET VERY OVERSOLD MARKET VERY OVERSOLD 
T. BONDS OK T. BONDS OK 
COMMODITY SENSITIVE STOCKS/TECHS COMMODITY SENSITIVE STOCKS/TECHS 
ARE THE STRONG SECTORSARE THE STRONG SECTORS



IDEAS TO KEEP IN MIND  

DIVERSIFICATION = DIVERSIFICATION = 
INDEXATION=AVERAGE PERFORMANCEINDEXATION=AVERAGE PERFORMANCE

AVOID ASSET CLASSES NOT IN TUNE AVOID ASSET CLASSES NOT IN TUNE 
WITH BUSINESS CYCLEWITH BUSINESS CYCLE

INVEST IN SECTORS BENEFITTING INVEST IN SECTORS BENEFITTING 
FROM CURRENT BUSINESS CONDITIONSFROM CURRENT BUSINESS CONDITIONS

USE TIMING TOOLS TO KEEP FOCUSEDUSE TIMING TOOLS TO KEEP FOCUSED

MANAGE THE MAKET VALUE OF YOUR MANAGE THE MAKET VALUE OF YOUR 
PORTFOLIO, NOT EACH POSITION  PORTFOLIO, NOT EACH POSITION  



STRONG SECTORS 
IN A STRONG ECONOMY

ELECRONICSELECRONICS
METALS AND MININGMETALS AND MINING
CONGLOMERATESCONGLOMERATES
ENERGYENERGY
TELECOMTELECOM
INTERNETINTERNET



STRONG SECTORS 
IN A WEAK ECONOMY

TOBACCOTOBACCO
HEALTH SERVICESHEALTH SERVICES
INSURANCEINSURANCE
BANKING BANKING 
REITsREITs
UTILITIESUTILITIES



WHAT DO WE LEARN 
IN A DOWN MARKET?

KEEP FOCUSEDKEEP FOCUSED
MAKE FREQUENT TRANSACTIONSMAKE FREQUENT TRANSACTIONS
SELL SELL SLOWLYSLOWLY THE WEAKEST THE WEAKEST 
POSITIONSPOSITIONS
BUY BUY SLOWLYSLOWLY THE STRONGEST THE STRONGEST 
POSITIONPOSITION
LISTEN TO THE MARKETSLISTEN TO THE MARKETS
WHEN IN DOUBT WHEN IN DOUBT ……ACT         ACT         
(TAOIST SAY)(TAOIST SAY)



DID YOU LIKE DID YOU LIKE 
THIS PRESENTATION?THIS PRESENTATION?

I WILL BE DELIGHTED I WILL BE DELIGHTED 
TO MAKE A TO MAKE A 

SIMILAR PRESENTATION SIMILAR PRESENTATION 
TO YOUR TO YOUR 

INVESTMENT GROUPINVESTMENT GROUP
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