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As I dive through a broad range of independent research each week, I include in this piece those
that I found important. Following are several bullet points, in no particular order:

 “Nightmare On Wall Street: This secular bear has only just begun.” By Ed
Easterling July 1, 2012.
“There is compelling evidence that the current secular bear market is still early in its course.
This bear will have another decade or longer to run, unless there is a dramatic change in the
inflation rate over the next few years that decreases P/E substantially. The preceding secular
bull ended with the market valuation (P/E) at levels twice as high as all previous secular
bulls (emphasis mine). That meant that this secular bear had twice as much ground to cover.
The last twelve and a half years have deflated the bubble, but the market still remains at
levels consistent with secular bear starts.”

Here is the link: http://www.crestmontresearch.com/docs/Stock-Nightmare.pdf

This may be a useful education piece for your clients whether you are in agreement or not in
agreement with Ed’s secular view.

I could most certainly be wrong about my continued secular bear market call.  So could
Mauldin, El-Erian, Gross, Grantham, NDR, Dalio and a large number of other bright fund
managers we follow; however, we may also prove to be correct.

My point here is that portfolios can be designed to profit whether we are correct or incorrect
in our secular view.

 Return expectations moving forward. I always like to know what Jeremy Grantham and
his team at GMO have to say.  Here is their latest on future returns.

Expected 7-Year Asset Class Return Forecasts (July 2012 data) – www.gmo.com
Note the low expected forward returns for US Large Cap and US Small Cap stocks.  Note
too that all of the equity categories are below the 6.5% Long-term Historical US Equity
Return.  Also note the negative forward return outlook for Bonds. YIKES!

http://www.crestmontresearch.com/docs/Stock-Nightmare.pdf
www.gmo.com


 “The Macroeconomic Effects of Tax Changes” by Christina D. Romer and David H.
Romer
The paper examines the impact of tax increases and reduction on U.S. economic growth for
the period 1945 to 2007.  I share the links below not to stir up a political debate but to
answer a question I know I have had for some time: is there solid research supporting higher
taxes vs. lower taxes?  I believe the answer is yes and what hit me here is that this is a non-
partisan piece “written by President Obama’s first Chair of his Council of Economic
Advisers (CEA) and indicates the President’s proposed tax increases would kill the economic
recovery and throw nearly 1 million Americans out of work.” - Forbes

To read a summary of the research as reported in Forbes in April 2012 click here:
http://www.forbes.com/sites/charleskadlec/2012/04/23/christina-romer-knows-tax-hikes-
will-kill-the-recovery/

To read the full report click here:
http://emlab.berkeley.edu/~dromer/papers/RomerandRomerAERJune2010.pdf

The global debt hangover remains.  We’ll work our way through the mess.  It will take some time
and will be bumpy.  In this, opportunity will be found.

http://www.forbes.com/sites/charleskadlec/2012/04/23/christina-romer-knows-tax-hikes-will-kill-the-recovery/
http://emlab.berkeley.edu/~dromer/papers/RomerandRomerAERJune2010.pdf


Wishing you an outstanding holiday weekend,
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Important Disclosure Information: The views expressed in this newsletter are the views of Steve
Blumenthal and are subject to change at any time based on market and other conditions. Furthermore, these
strategies are not reflective of the strategies and/or positions of investment programs available through
CMG. This report (and any associated files) is intended only for the use of the individual or entity to which it
is addressed and may contain information that is confidential or subject to copyright. If you are not the
intended recipient, you are hereby notified that any dissemination, copying or distribution of this report, or
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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 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/main11/adv.asp).
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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.


