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Questions for Prizes

 How much is the current U.S. Deficit?

 $15 Trillion

 How much is this per U.S. citizen?

 $49,000

 How much is this per U.S. federal taxpayer?

 $135,000

 What is the total of all U.S. Assets?

 $77 Trillion ($249,000 per citizen)

 What is the unfunded liability for Social Security, 

prescription drugs, Medicare and Medicaid?

 $117 Trillion (Over $1 million per taxpayer)



Questions for Prizes

 By 2025 _____ states will have the same population 

demographics that Florida has today.

 39 States

 In 2011 it cost ______ to make a penny?

 2.41 cents 

 48% of homicide cases end up with the suspect 

spending time in jail. What percent of the last 8 Illinois 

governors shared the same fate?

 50%



Our objective at 

this event is to 

review where 

we’ve been, 

where we are, 

and where we 

may be going.

Our Objective



The Big Story in 2011… Europe in Crisis

Three main causes:

1.Excessive government spending leading 

to 

2.Excessive government debt coupled with

3.Slow economic growth

And, let’s not forget another biggie…

Monetary union without fiscal union.



“When the history 

books are written, 

2011 may go down 

as the year when 

political risk trumped 

economics, earnings, 

and interest rates as 

the main force 

driving capital 

markets.”
--CNBC 



What Were the “Pros” Saying for 2011?

 David Bianco, Bank of America Merrill 

Lynch, said "We're broadly bullish on U.S. 

equities. 

 Bob Doll, Blackrock, forecast low double-

digit returns, including dividends. “If we're 

wrong, I think our forecast is too low.”

Sources: USA Today; CNBC; Yahoo! Finance



What Were the “Pros” Saying for 2011?

 Dan Chung, Alger Funds, said stocks 

could rise more than 20 percent sometime 

in 2011. 

 Binky Chadha, Deutsche Bank, forecast 

the S&P 500 would rise 23 percent and 

close 2011 at 1550.

Sources: USA Today; CNBC; Yahoo! Finance



Oops…

John Paulson… from 

a $3.7 billion profit in 

2007 and a $4.9 billion 

profit in 2010 to a 51 

percent loss in 2011.

Sources: Bloomberg; Business Insider



Oops…

Meredith Whitney… 

went on national 

television and warned 

“hundreds of billions of 

dollars” of municipal 

bond defaults in 2011. 

The total through 

December 13, 2011, a 

meager $1.68 billion.
Sources: Bloomberg



Oops…

Bill Gross… bet heavily 

against U.S. Treasurys in 

mid-2011 only to see 

them become one of the 

biggest outperforming 

asset classes of 2011. 

He issued a formal 

apology to clients in 

October saying, “I’m just 

having a bad year.”Source: CNBC



Oops…

Warren Buffett… made 

a $5 billion investment 

in Bank of America in 

August 2011and with 

the price in the mid $5 

range at yearend, he 

was down about $1 

billion.
Sources: CNNMoney; Wall Street Journal



Forecasting is Not Easy!

 Economy was expected to grow 2.4 

percent in 2008, instead, it shrank 0.3 

percent.

 In 2009, it was expected 

to shrink 0.8 percent,

instead, it shrank 3.5

percent.

Source: CNBC



“When you make 

a prediction, never 

put a prediction 

time on it.”
--Marc Faber 



Where We Are Now

 Standard & Poor's 500 (Domestic Stocks)

 DJ Global ex US (Foreign Stocks)

 10-year Treasury Note (Yield Only)

 Gold (per ounce) 

 DJ-UBS Commodity Index

 DJ Equity All REIT TR Index

Sources: Yahoo! Finance; Barron’s; djindexes.com,;London Bullion Market Association; Treasury.gov.  
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Long-Term View

Past performance is no 
guarantee of future results.

India,

China, and

Hong 

Kong

were Best

Performers 

Between 

2000 and 

2011.



U.S. Corporate Profits

 Pretax corporate profits rose to $2 trillion last 

year or about 13% of U.S. GDP. (Largest since 

1950)

 Cost cutting

 Increased productivity

 Boosted revenues from increased business 

overseas

 About 46% of S&P 500 sales originated outside 

the U.S. Partly from increased demand from the 

developing countries

 Number of companies are increasing their 

dividends. This is an indication of healthy cash 

flow and good management.



Frequency of Declines

Number Average Frequency

Bear Markets 11 Once every 6.3 years

Corrections 22 Once every 3.1 years

Bear Markets 

and Corrections
33 Once every 2.1 years

The S&P 500 Index is a capitalization-weighted index of 500 widely-traded stocks. Created by Standard & Poor’s, it is 

considered to represent the performance of the stock market in general. It is not an investment product available for 

purchase. A bear market is defined as a 20% decline in an index from its previous peak. A bear market ends when the 

index reaches its low and subsequently rises by 20%. A bull market is defined as a 20% rise in an index from its 

previous low. A bull market ends when the index reaches its high and subsequently declines by 20%. A correction is a 

decline of at least 10%, but not more than 20%, in an index. Corrections only occur during bull markets.

Sources: Standard and Poor’s; American Century



Stock Market Up Sharply From 

March 2009 Lows

Past performance is no 
guarantee of future results.



Current Market Not Tracking 

Past Mega-Bears



Evaluation, Referral Tickets & 

Prizes
 Please complete evaluation form

 Clients – Annual Review

 Guests – No cost or obligation review

 Referral Tickets

 One name per ticket 

 Prizes

 Will draw from both evaluation forms and tickets

 Social Media. We are now on:

 Facebook – friend request and “like” our business page

 Linked In – send us connection request

 Twitter – follow us

 Find us through our email therbert@cfiemail.com

 Website www.timothyherbert.com Photos from tonight on 

website and social media

mailto:therbert@cfiemail.com
http://www.timothyherbert.com/


Where We Are Now

Negatives:
 Unemployment rate, 

while improving, is still 
high.

 Economic growth is still 
modest coming off a 
major recession.

 Euro-area sovereign 
debt problems remain.

 Housing is still weak.
Sources: Bureau of Labor Statistics; Barron’s; The Wall Street Journal



Where We Are Now

Positives:
 Retail sales have 

been solid.

 Consumer debt load 
is easing.

 Consumer confidence 
hit an eight month 
high in December.

 After-tax corporate 
profits are at a record 
high.

Sources:  CNBC; St. Louis Fed; Bloomberg



2012 Surprises From Doug Kass

1. The U.S. stock market 

approaches its all-time high in 

2012.

2. The growth in the U.S. economy 

accelerates as the year 

progresses. 

3. Former Presidents Bill Clinton and 

George Bush form a bipartisan 

coalition that persuades both 

parties to unite in addressing our 

fiscal imbalances.
Source: thestreet.com



Goldman Sachs 2012 Forecast

1. 2012 U.S. real GDP up 1.8 percent, and 

global GDP up 3.2 percent.

2. 2012 inflation of +1.7 percent.

3. 2012 closing yield on the U.S.10-year 

Treasury note at 2.50 percent.

Source: thestreet.com



What To Watch in 2012

Global Economy

1. Possible recession in Europe 

(Austerity).

2. Risk that the euro crisis could deepen 

(Wildcard).

3. Slower growth in China (Property 

Bubble?).

4. Continued record corporate profits in 

U.S. (Revert to mean?).
Source: The Wall Street Journal; St. Louis Fed



What To Watch in 2012

U.S. Housing Market

1. Housing starts are still near record 

lows.

2. Housing prices are still falling and at 

about the same level as mid-2003.

3. “Shadow” inventory of 3.4 million 

homes that are either being foreclosed 

on or in delinquency may keep a lid on 

the housing recovery. 
Sources: The Wall Street Journal; Standard & Poor’s; St. Louis Fed



What to Watch in 2012

U.S. Housing Market

4. About 850 thousand homes need to be 

replaced each year.

5. Population growth (Birthrate and 

immigration) adds demand for 

additional 650 thousand homes per 

year.

6. These together gives an annual 

demand for about 1.5 million homes per 

year.



What to Watch in 2012

U.S. Housing Market

7.  We are currently only building around 

600 thousand homes per year.

8. These leaves a shortage of about 900 

thousand homes per year.  Divided the 

current excess inventory by the shortage 

and it will take about three years for the 

demand to catch up with the supply.



What To Watch in 2012

U.S. Job Market

1. Unemployment rate still hovering in the 

8.0-9.0 percent range.

2. Projected job growth in 2012 will only 

keep pace with population growth.

3. Structural mismatch between skills of 

the unemployed and the skills 

demanded by employers.

Source: The Wall Street Journal; Bloomberg



What To Watch in 2012

Federal, State, and Local Government 

Belt Tightening

1. It’s a “good news, bad news” situation.

2. Good news that budget cuts may help 

reduce deficits.

3. Bad news that lower government 

spending may reduce economic growth 

in the short term.

Sources: The Wall Street Journal; St. Louis Fed



What To Watch in 2012



Bob Farrell’s 10 Market Rules to 

Remember

1. Markets tend to return to the mean 

over time.

2. Excesses in one direction will lead to 

an opposite excess in the other 

direction.

3. There are no new eras–excesses 

are never permanent.

Source: MarketWatch



Bob Farrell’s 10 Market Rules to 

Remember

4. Exponential rapidly rising or falling 
markets usually go further than you 
think, but they do not correct by 
going sideways.

5. The public buys the most at the top 
and the least at the bottom.

6. Fear and greed are stronger than 
long-term resolve.

Source: MarketWatch



Bob Farrell’s 10 Market Rules to Remember

7. Markets are strongest when they are 
broad and weakest when they narrow 
to a handful of blue-chip names.

8. Bear markets have three stages–
sharp down, reflexive rebound, and a 
drawn-out fundamental downtrend.

9. When all the experts and forecasts 
agree— something else is going to 
happen.

Source: MarketWatch



Bob Farrell’s 10 Market Rules to Remember

10. Bull markets 

are more fun 

than bear 

markets.

Source: MarketWatch



“When dealing 

with people, 

remember you are 

not dealing with 

creatures of logic, 

but creatures of 

emotion.”
--Dale Carnegie



Closing Quotes

 “Hard work spotlights the character of people. Some turn 

up their sleeves, some turn up their noses, and some 

don’t turn up at all.” – Sam Ewig

 “When ever you find yourself on the side of the majority, 

it is time to pause and reflect.”- Mark Twain

 “Christmas is a time when kids tell Santa what they want 

and adults pay for it. Deficits are when adults tell the 

government what they want and their kids pay for it.” –

Dick Lamm

 “A government big enough to give you everything you 

want, is strong enough to take everything you have.” –

Thomas Jefferson



The opinions voiced in this material are for general information only and are not 
intended to provide specific advice or recommendations for any individual. To 

determine which investment(s) may be appropriate for you, consult your 
financial advisor prior to investing. All performance referenced is historical and 

is no guarantee of future results. All indices are unmanaged and cannot be 
invested into directly.

Securities offered through Centaurus Financial Inc., a registered broker/dealer, 
member FINRA and SIPC

Thank you for your continued 

support!

Evaluations, Referral Tickets, Prizes


