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Just as the third-quarter came to a close, the government took the opportunity to close 
as well (for a small portion of it anyway). While you have to go back to 1995 for the last 
government shutdown, it's not all that uncommon. The four presidents prior to George 
W. Bush all experienced government shutdowns while in office. In fact, Ronald Reagan 
experienced eight government shutdowns during his terms as president. 

Similarly, decisions on the debt ceiling coming down to the wire are also not uncommon. 
Since Jimmy Carter's presidency in 1977 the debt limit has been raised 46 times. In 38 
of those instances the increase did not occur until the debt level was within 2% of its 
limit. 

Ratings vs. Reality 

While none of these issues are uncommon, investors might assume otherwise if they 
were to turn on the TV. The financial media seems to enjoy any event which allows it to 
set up a nifty countdown clock (regardless of how meaningless the time actually is). 
Investors should remember that it is in the interest of the media to focus on extremes, 
and politicians eager for attention are always more than willing to oblige. 

While a focus on one extreme or the other might make for good ratings, it rarely makes 
for good investment decisions. Just as the world is filled with uncertainty, portfolios 
should be designed for a wide range of possible outcomes. Being too focused on one 
extreme or the other leaves a portfolio vulnerable. The purpose is not to produce the 
greatest gain or protect against all losses. The purpose is to accomplish your objectives. 

Time Changes Everything ... Or Does it? 

Although it seems like a while ago, it was just last year that the biggest concern du jour 
was still the "European Debt Crisis". In addition, there was a lot of talk about the 
possibility of slowing global economies. In fact, even the World Bank and International 
Monetary Fund issued warnings last year. Below is a portion of an article from CNN 
Money on January 18th of last year that sums up the concern. 
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"The World Bank Wednesday slashed its 2012 growth forecasts for both 

emerging and developing economies from its estimates of only six months ago, 

and warned the world is on the cusp of a new global recession that could be as 

bad as the crisis four years ago. 

It warned that an escalation in Europe's sovereign debt crisis, a new oil shock, or 

a "hard landing" in one of the larger developing economies could trigger a global 

economic downturn. The bank added that the risks of those events make even 

the bank's lowered growth forecasts "very uncertain." 

As we know, a global recession did not take place last year. However, Central Banks 

seemed to hear the message as the US Federal Reserve increased stimulus, bailouts 

were handed out around Europe, and Japan launched what appeared to be the biggest 

stimulus of all. 

Now with exceptionally strong markets the last two years, a new attitude is taking 

shape. Now it is widely believed that Central Bank policies can smooth out any of the 

world's troubles. I thought this piece from the International Monetary Fund's World 

Economic Outlook puts it quite well. 

"The remarkable turnaround from the weak and uncertain outlook that prevailed 
a year ago is testimony to the policies that have been pursued to address shocks 
that had the potential to lead to a global recession. The strength of the U.S. 
economy has played a major role, with subdued inflation allowing the Federal 
Reserve to maintain an accommodating monetary stance that has supported the 
exceptionally buoyant growth of domestic demand and promoted easy financial 
conditions worldwide. In Europe, the authorities have a/so pursued relatively 
easy monetary policies, while in Japan both fiscal and monetary policies have 
been helping to restart the economy ... " 

While that sounds like it could be written today, it is actually from the International 
Monetary Fund's May 2000 World Economic Outlook. Yes, that was written just as the 
Tech Bubble fallout was ready to unfold. Clearly "accommodating monetary stance" 
meant something much less in May 2000 then it does today but the attitudes towards 
the powers of monetary policies are eerily similar. 



Always Into the Unknown 

Investors must always remind themselves that the future is unknown, despite the 
overwhelming temptation to extrapolate a sense of certainty on all situations. We 
continue to believe building a robust portfol io with diverse strategies is the best route to 
achieving your long-term goals and objectives. 

We look forward to serving you into the future and encourage you to call or e-mail with 
any questions. 
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