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The experlence of a declining market or perceived recession can be
a heart racing experience. The temptation 1o move Investments to
historically safer tetritory can be overwhelming,

But history tells us that sticking with yout long-term investment plan,
including higher-risk equity positions, may give you something you
wouldn't have standing on the sidelines — a better opportunity to take
advancage of the markets’ recovery.

We say perceived recession because economists don’t agree on a single
definition, and usually can’t be certain one occurred until well after
the fact.

Since World War 1f, the United States has witnessed approximately
10 recessions by the classlc definition, lasting anywhere from six to 16
months and varying in severity. The classic definitlon of a recession

is a decline in Gross Domestic Product (GDP) for two or more
consecutive quarrers.

Today, many economists go further, taking a range of economic data
into account. The Business Cycle Dating Committee at the National

Bureau of Economic Research (NBER) provides a comprehensive
determination by factoring in measurements such as employment,
industrial production, real income and wholesale-retail sales.

Still, because any definitlon requires backward-looking measutements,
the stock marker usually begins reacting to recessionary pressures well
before anyone can be certain that a recession is taking place. This
makes riming the bottom of the market extremely difficult.

Looking hack at the most recent recession, the S&P 500 experienced
three straight years of negative performance (2000-2002) before
rebounding with five consecutive years of positive resules (2003-
2007). While past performance offers us no guarantees for the future,
historically, some of the most dramatic market gains have followed
markert lows or while coming out of a recession.

{Dividends not included in numbers below.)
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2002 low was 10 months after recession ended.

Recessions | Since 1950 they have averaged 10.3 months in
duration, but the S&P 500 historically peaked 8.1 months before the
average recession officially started. The market typlcally *predicts” a
recassion is coming.

S&P corrections and subsequent performance
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S&P 500 Annualized Return 1/1/1968 to 12/31/2007 = 11.23%

Corrections | The markets have seen 10 significant market
corrections (> 10% declines) since 1970, including 4 not related to
recesslons. In each instance, the market has advanced at an above
average rate over the year following the market bottom.

The S&P 500 is based on the average performance of 500 widely held common stocks. The S&P 500 Is a broad-based measurement of changes in stock market conditions. Index returns do
not refiect the dedustion of {ees, rading costs or oiher expenses, The Index is referred to for Informationat purposes ordy; tha omposition of the S& 500 is different from the compasilion of the
accounts managed by the investment managar, lavestors may not make direct investments into ariy index. Past performance may not be indicative of futurs resuits.




