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As | dive through a broad range of independent research each week, following are several
bullet points | found important:

Multiplying Europe’s fiscal suicide, by Ambrose Evans-Pritchard

Embedded in the article is a link to what | believe is important data showing that fiscal
adjustments have had a much stronger negative effect on economic growth than the
IMF’s rule of thumb suggests.

That rule: a 1.0% reduction in spending has a 0.5% reduction in growth. Ok —in English
this means that if a country’s annual gross domestic production (GDP) is $15 trillion and
it cuts its spending by 1%, or $150 billion, the hit to future GDP growth is just 0.5%, or
$75 billion. The thinking is that we have to tighten our belts and it will be just a little
painful for a little while, but not a disaster.

However, what we are seeing in real life in Europe is much different than the IMF’s
projections. For instance, in the U.K., the spending cuts that equaled about 4% of their
GDP between 2009 and 2011 had a negative effect on GDP growth of -4% instead of the
IMF projected impact of -2%. Even worse, in Spain, their government cut spending by
3.4% of GDP over that same period, which resulted in a hit to GDP growth of -7.1% vs.
the IMF projected impact of -1.7%. These are big misses.

Quoting Ambrose Evans-Pritchard, “So what went wrong? It is blindingly obvious. The
IMF data — and indeed the more extreme theory of “expansionary fiscal contractions'

(which the IMF does not endorse) — is based on past cases where individual countries
were able to claw their way out of trouble by exporting to a healthy global economy,

usually by devaluing first and often by slashing interest rates as well.

Greece, Spain and Italy cannot devalue. Most of Europe is tightening fiscal policy in
lockstep. They are all dragging each other down. It is synchronized policy suicide.”

http://blogs.telegraph.co.uk/finance/ambroseevans-pritchard/100020504/multiplying-
europes-fiscal-suicide-technical/




In the U.S. we have run a $1 trillion dollar deficit each of the last four years.

Our government is spending $1 trillion more than we are taking in tax revenues — each
year.

Our GDP is $15 trillion dollars. If we reduce our government spending by S1 trillion, the
reduction is -6.67% of our GDP. In IMF theory, this would impact our growth by -3.33%.
In reality, the number is likely much larger. The debt laden fundamental backdrop
remains a mess.

Sentiment is improving slightly — | continue to favor hedged equity exposure:
The daily sentiment has moved closer to the neutral zone from excessive optimism. The
crowd sentiment poll remains in the excessive optimism zone. Click here for the charts.
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computer. This is not an offer or solicitation for the purchase or sale of any security and should not be
construed as such. References to specific securities, investment programs or funds are for illustrative
purposes only and are not intended to be, and should not be interpreted as recommendations to
purchase or sell such securities.

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. Derivatives and options strategies are not
suitable for every investor, may involve a high degree of risk, and may be appropriate investments only
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for sophisticated investors who are capable of understanding and assuming the risks involved.
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 Group,
Inc. (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.

In the event 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 investment strategies devised or undertaken by CMG) will be
profitable for a client's or prospective client's portfolio. All performance results have been compiled
solely by CMG 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, a copy of which is
available from CMG upon request.

A copy of CMG's current written disclosure statement discussing our advisory services and fees is
available upon request or you can access this information on CMG's website
(http://www.cmgwealth.com/mainl1/adv.asp).

Mutual Funds involve risk including possible loss of principal. An investor should consider the Fund’s
investment objective, risks, charges, and expenses carefully before investing. This and other information
about the CMG Absolute Return Strategy Fund and CMG Tactical Equity Strategy Fund is contained in
each Fund’s prospectus, which can be obtained by calling 1-866-CMG-9456. Please read the prospectus
carefully before investing. The CMG Absolute Return Strategy Fund and CMG Tactical Equity Strategy
Fund are distributed by Northern Lights Distributors, LLC, Member FINRA. NOT FDIC INSURED. MAY LOSE
VALUE. NO BANK GUARANTEE.



