
 
 
 
 
CMG Update: You’ll get the chance – hang in there just a little bit longer. 
December 23, 2008 
 
 
The intent of this email is to share some reasons for optimism and help you to think about setting a plan 
in place to take advantage of the anticipated rally I see coming in the markets over the next several 
months.  While we are pleased with the performance of our various trading strategies through this historic 
environment, I am deeply sensitive to the impact the move may be having on your buy-and-hold 
portfolio.  It is with this thinking that I share with you the following. 
 
A few months ago, I sent an email titled “CMG Update: So Bad It’s Good” suggesting the market would 
get a recovery bounce that would provide a more attractive exit position.  I advised not to panic sell.  
Even in the most severe bear environments, the markets do provide periods of recovery.  Shortly after 
that email the market rallied sharply from 850 to 1000, and then traded to lower lows.  While we are not 
completely out of the woods, I do believe the market bottomed at 750 on November 20 and will move 
higher. 
 
How much higher?  If history is any guide I believe we could see a 50% to 60% move from the low.  Ned 
Davis Research put out a research piece titled, “2009 – A New Bull Market for U.S. Stocks?”  In it NDR 
said, “…there is strengthened evidence that the bear market has ended.”   
 
NDR bull/bear cycle comparison:  “To develop a best guess about the 2009 potential following the latest 
cyclical bottom, we took a closer look at those 10 cases and earlier cycles to identify the most similar 
market and economic cycles in terms of magnitude and duration.  Two bottoms stood out for the 
similarities to the latest bottom: 
 
1974. The bottom of 1974 emerged as most similar among the post-war cases.  The low occurred about 
12 months into the recession, after a drop of -45% on the DJIA.  If the November 20 low turns out to be 
the bottom of the current bear market, then it will have been reached about 11 months into the current 
recession after a DJIA decline of 47%.  The lows in both 1974 and 2008 occurred close to the nine years 
after the start of their respective secular bear markets, 3222 days after the secular high of February 9, 1866 
and 3233 days after the secular high of January 14, 2000.  From the 1974 low, the DJIA rallied 51% TO 
ITS 1975 HIGH 7.5 MONTHS LATER ON July 16, before correcting by -10% over the next 2.5 
months.  The DJIA then advanced to a cyclical high in 1976. 
 
1938.  The bottom of 1938 also carries similarities.  It occurred 10 months into a recession, ended a bear 
market of -49% on the DJIA, and was reached 8.5 years after the secular top of September 3, 1929 (3131 
days).  The cyclical bear of 1937-1938 was also similar to the recent bear market for its duration – it lasted 
386 days, close to the 408-day duration of the latest cyclical bear.  From the low, the DJIA advanced by 
60% to its cyclical high 7.5 months later.  The DJIA then corrected by -14% over the next 2.5 months, 
though it did not recover to reach a new high as it did after the high in 1975.” 
 
To be clear, I believe any advance will be considered a short-term cyclical bull market move and will 
ultimately be limited by the continuation of the long-term secular bear market cycle. Much like the 1966 – 
1982 secular bear market cycle, secular bear markets typically last a long time. 
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For today, the news looks brighter.  Be prepared as it appears we have entered a new short-term bull 
market that will offer you an opportunity to reduce you buy-and-hold equity exposure at higher levels. 
Game plan:  Following is a chart of the S&P 500 Index reflecting several Target Levels.  I believe it is 
highly probable we hit one or more of those levels within the next six months – I believe we will trade up 
to 1160 - 1200.  If I am correct in my thinking; it is important for you to have a game plan in place and be 
prepared to execute that game plan when the opportunity presents itself. 
 

 
 
A 60% recovery move from the S&P 500 Index low of 750 will set a recovery target of 1200.  While an 
exit at that level will put the S&P 500 down 22.58% from its high of 1550, it is significantly more 
digestible than a loss of 50%.  (Remember how compounding works, a decline of 50% makes a $100,000 
investment worth $50,000.  A gain of 60% on your $50,000 will make your investment worth $80,000 or 
still 20% below the previous $100,000 value at the markets high). 
 
In short summary, the probabilities suggest to me that we have made a low and we have entered a new 
short-term bull market cycle.  Banks will begin to lend again.  This recession will end (perhaps by June 
2009 or sooner).  This storm too will pass.  Be prepared to act.  If we see the recovery bounce I’m 
anticipating, most investors will want to stretch for more return (“if I can just get back to even I’ll get 
out”).  I recommend that you have a game plan in place and be mentally prepared to execute on that plan.   
 
There is much to be grateful for here at CMG as it has proven to be a successful year.  In 2007, we 
developed our unique managed account platform of diversified trading strategies many of which can trade 
the markets both long and short.  2008 certainly tested our managers and we are pleased with their 
performance during these challenging times. 
 
Furthermore, we are excited about the prospects of adding several new strategies in early 2009. 
 
I believe there has been a major shift in investors understanding of bull and bear market cycles and 
specifically the need for the inclusion of trading strategies within a diversified investment portfolio.   
Equally important is the need for liquidity and transparency.  We use an independent custodian (member 



FDIC) for managed accounts and offer daily liquidity and daily transparency.  We believe our platform 
offers an assessable way for you to add non-correlating trading strategies to your portfolio. 
   
Please call your CMG representative if you have any questions at 610-989-9090. 
 
Wishing you and your family a very warm and wonderful holiday. 
 
With kind regards, 
Steve 
 
 
Stephen B. Blumenthal 
President, CEO 
CMG Capital Management Group, Inc. 
150 N. Radnor Chester Road 
Suite A150 
Radnor, PA 19087 
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610-989-9092 Fax 
 
 
*This e-mail may contain confidential and/or privileged information. Please destroy this e-mail if you are not the intended 
recipient or have received this e-mail in error. It must not be disclosed to any third party without CMG's prior 
authorization. All figures or financial data are provided for information purposes only and are not a recommendation to 
purchase or sell any security. The above estimated performance figures are unaudited and subject to year-end audit review.  
Offerings may only be made with appropriate Offering Documents. The Fund is speculative in nature and may include 
leverage. The value of the interests is subject to market fluctuations. Investors could lose all or a substantial amount of 
his/her investment in the Fund. Past performance is no guarantee of future results. 
 
Important Disclosure Information:  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 document 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 herein serves as the receipt of, or 
as a substitute for, personalized investment advice from CMG Capital Management (or any of its related entities), or from 
any other investment professional. To the extent that a reader has any questions regarding the applicability of any of the 
content to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. A 
copy of CMG's current written disclosure statement discussing our advisory services and fees is available for review upon 
request. Composite performance results represent the results for the CMG program for the relevant time periods. The 
composite performance results reflect time-weighted rates of return, the re-investment of dividends and other account 
earnings, and are net of applicable account transaction and custodial charges, CMG's investment management fee 
(assuming the incurrence of maximum management fee charged by CMG of 2.25%, and the separate fees assessed directly 
by each unaffiliated mutual fund holding that comprised the program. Past performance may not be indicative of future 
results and the performance of a specific individual client account may vary substantially from the composite performance 
results. Therefore, no current or prospective client should assume that future performance will be profitable, or equal either 
the CMG composite performance results reflected above, or the performance results for any of the comparative index 
benchmarks provided. The historical performance results of the comparative index benchmarks do not reflect the deduction 
of transaction and custodial charges, nor the deduction of an investment management fee, the incurrence of which would 
have the effect of decreasing indicated historical performance results. The historical index performance results are provided 
exclusively for comparison purposes only, so as to provide general comparative information to assist an individual client or 
prospective client in determining whether a specific program meets, or continues to meet, his/her investment objective(s). 
For reasons including variances in account holdings, variances in the investment management fee incurred, market 
fluctuation, the date on which a client engages CMG's investment management services, account contributions or 
withdrawals, and the impact of taxes, the performance of a specific client's account may vary substantially from the 



indicated CMG composite performance results. To the extent that there has been a change in a client's investment 
objectives or financial situation, he/she/it is encouraged to advise CMG immediately. Different types of investments and/or 
investment strategies involve varying levels of risk, and there can be no assurance that any specific investment or 
investment strategy (including the investments purchased and/or investment strategies devised by CMG) will be either 
suitable (or continue to be suitable) or profitable for a client's or prospective client's portfolio. Moreover, it should also not 
be assumed that the above illustration serves as the receipt of, or a substitute for, personalized investment advice from 
CMG. The composite performance results have been compiled solely by CMG, are unaudited, and have not been 
independently verified. Information pertaining to CMG's advisory operations, services, and fees is set forth in CMG's 
current disclosure statement, as same is on file with the United States Securities and Exchange Commission, a copy of 
which is available from CMG upon request. 
 
 
 


