
Wow, it’s a tough time to 

be in the capital markets. 
Fear is on everyone’s radar 
on a daily basis,  Some of it 
stems from political issues 
such as those in USA, EU, 

Cyprus, Egypt, Argentina and 
others come from threats of 
war (North Korea). Fear also 
starts in the corporate world 
where the competitive land-
scape and profitability shifts 
like sand dunes in a desert 
storm. It’s no wonder equity 
volatility is so high. 

Confused where to invest? 
Why not trust the “experts”, 
who tout their “unique” views. 
But these are often contra-
dictory. So it’s really hard to 
know who to follow. 

Take, for example, the 
question of whether US equi-
ty markets are over or under-
valued? One analysis consid-
ers Shiller’s long-term P/E 
ratio which is 22.8x or 38% 

above its long-term average. 
Thus, we can conclude that 
stocks are expensive. 

Another view states that 
US equity markets are again 
at record levels. Since 2009, 

markets rebounded by 130%, 
which equals an 18% com-
pound annual return. The 
implication is that’s unsus-
tainable so it’s time to sell. 

Both views are based on 
hard data and aren’t easy to 
dismiss. However, a slightly 
different analysis can yield a 
fairly different conclusion. 

If one were to examine the 
data for 5 years instead of 4, 
the math would show that 
equity markets rose by a total 
of 16.5% or just 3.1% com-
pounded. Seen from this 
lens, US markets don’t look 
nearly as worrisome. Clearly, 
perspective matters.  

So what are some of the 
most well-known and re-

spected investors saying 
about equities today?  

First, they point to a world 
awash with uncertainty. That 
explains why trillions of dol-
lars are parked in cash earn-

ing virtually nothing. Second, 
they firmly believe investors 
are far too fixated on short-
term results. This hurts their 
chance for success. Lastly, 
they say it’s best to ignore 
political and macro-economic 
issue when picking stocks 
since these rise suddenly 
and fade just as fast. Overall, 
they still prefer stocks over 
bonds. 

What about a coming mar-
ket correction? These are 
impossible to predict since 
they’re triggered by human 
behavior. Smart investors 
don’t focus on them. So as 
long as fear is pervasive, as 
now, its worth knowing how 
the top investing minds think 
about risk and reward.    
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Inside this issue: 

From the E-Mail room: 

Below is a one the emails I just 

received regarding my annual 

Alzheimer’s blitz: 

 

“George, It’s an excellent 

cause and I admire your dedi-

cation to it. Play well.” 

 

ASI — What we do: 

Alternativ Solution Inc. offers 

consulting on capital market 

issues for institutional investors 

such as pension and endowment 

plans. It also offers manager 

assessment and risk review of 

various products. The firm also 

offers financial education to 

Boards of Directors. 

ASI focuses on the asset side, 

working with clients to achieve 

better investment results while 

containing risk.  

Mr. Klar is a member of York 

University’s Pension Plan invest-

ment committee which provides 

investment advice to the $1.5 

billion dollar plan. 

....Cheers, GMK 
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   Please support my fund-raising efforts for Alzheimer’s Research. I will play hockey  

     with former-NHL greats at the upcoming 2013 Scotiabank Pro-Am. 
 

       Prevent Alzheimer’s from affecting your loved ones. Please click ==> HERE.  

http://www.gurufocus.com/shiller-PE.php
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