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ONCE IT WAS HOPE AND CHANGE.
NOWIT’S JUST DEATH AND TAXES.

Taxes will affect your portfolio. And whatever your think of the estate tax, you don't get a vote.

It’s been decreed a “soak-the-rich” tax by an administration that believes that the way you earn

money in America is to write a grant better than someone else writes a grant and then “the govern-

ment” gives you money. They simply do not or will not understand that “the government” has no

& source of income other than taking it from some citizens and, after skimming its take off the top,
redistributing the remainder, copious or diminutive as it may be, to a different group of citizens.

[ have no dog in this fight. My and my wife’s parents, grandparents and other forebears were

solid blue-collar or middle-class folk. Neither of us will ever be burdened with the travails of having

to deal with inherited wealth. But Americans define ourselves by many characteristics and a key characteristic that we

share is a sense of fair play. Since people often build huge estates within a single lifetime because of the wonders of

the capitalist system and the power of their lawyers, some argue that they should say thank you to the rest of their

fellow citizens when they no longer have any personal ability to spend the money.

But [ must point out that they already paid on these earnings -- whatever they were legally obligated to pay every
day of their working life on every cent they earned. It would be more elegant to close the tax loopholes but let the per-
son who earned it decide what to do with whatever is left over, rather than let an insatiable federal and in some cases
state government decide they are “entitled” to some portion of one’s life work. 1 think a 5% levy to render unto The
New Caesars might be fair. But 55%? How stupid do they think we are? (Don’t answer that; there is no end to the
contempt these elitists hold us in!)  This has left us with the unique situation where an octogenarian or nonagenar-
ian with a large estate can either die in 2010 and escape all estate taxes or die in January 2011 and pay anywhere
from 37% at the lowest end to 55% at the highest. So do they “hope” to die this year in order to “change” the future for
their children? Idon’t think that was the hope and change those who voted for hope and change were expecting.

TOTAL RETURN INVESTOR'S EDGE RANKING IF YOU TODAY 2010 RANKING
SINCE 1-1-1999 PORTFOLIOS SINCE HAD YOU'D BE RETURN SINCE
(INCEPTION) VS BENCHMARKS 01/01/99 | INVESTED WORTH THUS FAR JAN 1, 2010
233.6% IE: GROWTH & VALUE #1 $250,000 $833,887 0.6% #1
14.0% DOW INDUSTRIALS #2 $250,000 $284,991 0.4% #2
-10.3% S & P 500 #3 $250,000 $224,166 -1.2% #3
158.1% IE: AGGRESSIVE GROWTH #1 $150,000 $387,162 -2.5% #3
54.3% RUSSELL 2000 #2 $150,000 $231,398 4.2% #1
2.8% NASDAQ #3 $150,000 $154,241 -0.6% #2

Prices, Indexes and Indicators cited in this issue are as of Friday, 30 July 2010
Both portfolios were initiated 1 Jan 1999, with $150,000 in “Aggressive Growth” and $250,000 in “Growth & Value.”
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With just 1 in every 2 Americans (53% versus 47%)
paying any income tax at all, we have already reached a
point where half of America is becoming attached to a
national welfare system, so what’s wrong with asking “the
rich” -- you know, those dumb suckers who still pay taxes
-- to fork over most of what they made after they die as
well as more and more of what they make while living?

If you doubt my “welfare” comment, above, please
note that the reason many people don't pay taxes is the
social engineering foisted on working Americans and en-
forced by the IRS. They don't call it welfare, but you be
the judge. The following comes courtesy of a gentlemen
named Bill Bischoff, who writes for Dow Jones’ Smart
Money magazine:

“Say you're married with salary income of $120,000
[emphasis mine], 401(k) contributions of $12,000, two
under-age-17 kids, and a college student with $4,000 in
education expenses. Assume you also bought a home this
year that qualifies for the now-defunct $6,500 credit for
existing homeowners. Finally, assume you're eligible for
the $1,500 credit for energy-efficient home improvements.

Believe it or not, your 2010 federal income tax bill
will be zero even if you only claim the standard deduction.
Your tax bill of $11,950 is completely wiped out by
$13,300 in credits ($2,000 child credit, $2,500 education
credit, $6,500 homebuyer credit, $1,500 credit for energy-
efficient improvements, and the $800 Making Work Pay
credit). In fact, you'll get a $1,350 check from the govern-
ment because some of your credits are refundable
($13,300 of credits - $11,950 of tax = $1,350 of free

money). Congratulations! Despite your healthy income,
you're an official government welfare recipient. If this ex-
ample doesn’t convince you that our nation’s tax policy is
out of whack, I don’t know what will.”

[ share Mr. Bischoff’s concern that if the feds use the
tax code to socially engineer the kind of populace they
want to see, with 47% of them able to vote without paying
a dime to make their vote count, it means that the few
areas the Constitution actually assigns to the feds, like
national defense, interstate commerce, national infra-
structure, et al, which benefit everyone, are paid for by
fewer and fewer people. Personally, I'd rather see every-
one pay something. Repeal the credits and deductions
that aren’t available to everyone, and make everyone feel
the pain of supporting the nation’s work. Make $10,000
this year? Paying $500 in taxes, just 5%, will be pretty
painful. But at least it makes you a stakeholder. Make
$120,000, as in the previous example, and pay nothing?
What kind of stakeholder does that make you?

The reason [ am devoting this month’s cover story to
taxes is to clearly explain to clients and subscribers why I
will be seeking tax-advantaged opportunities after what I
expect will be this summer’s decline. I may actually select
some investments with a smaller pre-tax return -- as long
as their after-tax returns will be greater. If we continue
our historic out-performance (dear SEC that let’s Bernie
Madoff run wild for years but will shut me down in a min-
ute if [ dont add: “and of course past performance is no
guarantee of future performance”) then whatever we suf-
fer by comparison with the averages will be barely notice-
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able (but you will be happier every April 15!) And if I can
make you happy and the IRS unhappy on the same day,
it will be a very good day indeed. So let’s take a look at
what 53% of Americans will be asked to come up with.

The current administration is deceitful in claiming
they are not “raising” taxes, except on the rich. While it’s
true that there need be no new tax levy, simply allowing
the Bush tax cuts to expire in the middle of the worst re-
cession since the Great Depression will have the effect of
taking money from every taxpayer at a time when every
household budget is already stretched to the breaking
point. The administration’s answer seems to be (a) they
know better how to spend your money than you do, and
(b) to be a good American and keep retail sales robust,
you should simply continue spending, but do it on credit.

As for (a) above, may I recommend a visit to this page
on Senator Tom Coburn of Oklahoma’s website. Outside
the Beltway, Americans still have enough common sense
to be outraged that the government spent the money in
the “stimulus bill” on things like $62 million for a tunnel
to nowhere in Pittsburgh, PA that even PA Gov. Ed
Rendell called “a tragic mistake”; $308 million for a joint
clean energy venture with BP (!); $200,000 to help Sibe-
rian communities lobby Russian policy makers; $554,763
for the Forest Service to replace windows in a closed visi-
tor center at Mount St. Helens ; $298,543 to predict the
weather on other planets; and $180,935 to discover a bet-
ter method for freezing rat sperm. (No word yet on which
politicians have volunteered to be donors...)

If you think you can (a) spend your money more
wisely than the feds and (b) choose not to follow their ex-
ample and go further into debt, they dont care. Here’s
what happens if / when the Bush tax cuts expire:

Tax rates will go up for everyone, not just those mak-
ing over $250,000. Today’s 6 brackets of 10%, 15%,
25%, 28%, 33% and 35% will be replaced by five brackets
with the higher rates of 15%, 28%, 31%, 36% and 39.6%.

Today’s rate on long-term capital gains and qualified
dividends is 15%. Starting next year, the maximum rate
on long-term gains will increase to 20%, and the maxi-
mum rate on dividends will be taxed as ordinary income,
so that means it will go as high as 39.6%. Taxpayers in
the lowest two brackets of 10% and 15% currently pay
nothing on capital gains held a year or more and on all
qualified dividends. Starting next year, they will pay 10%
on long-term gains and 15% to 28% on dividends. Then
there’s the dreaded “marriage penalty:”

When this inequity was fixed years ago as part of the
Bush tax cuts, the standard deduction for married joint-
filing couples became simply double the amount as it was
for singles. In the bad old days, this penalty often made a

married couple pay more in taxes than if each had filed
singly, adding complexity and giving the government
more money. Next year, the joint-filer standard deduction
will revert to about 1 and 2/3 the amount for singles,
rather than double.

Finally, all those stupid phase-out rules that added
needless complexity will be back. Basically, if you make
more than x amount, your itemized deductions for mort-
gage interest, state and local taxes, charitable donations
and other lawful deductions will be lessened in stages
until you get no benefit whatsoever for them. Ditto for
your personal exemptions.

You can see why, even with the hassle of K-1s, I may
be willing to once again recommend MLPs for your con-
sideration. If you are in the highest bracket and have
$20,000 in corporate dividends you will pay $7,920 of it
to fund your part in teaching Siberians how to lobby their
government and figuring out how to freeze rat sperm bet-
ter. But in an MLP, a substantial part of your distribu-
tions may be structured to simply reduce your basis
price, after which you'll pay the lower capital gains taxes,
and then only when you finally sell. In a municipal bond
fund, you might only make 3.5% a year but that will
translate into a pre-tax 5.8%. If we can find munis that
are safer and yield as well or better after-tax, we will.

It is a basic law of the political jungle that if the gov-
ernment can get away with taxing it, they will. And if they
tax it, they will spend it -- all of it. And more.

Us hicks in the private sector know the best way to
keep the country growing is private investment after ap-
propriate due diligence in the very best companies, ven-
tures and people. We do our homework because it is our
money at stake. We don’t send our money to a gulag and
we don'’t pour it down a rat-hole.

But when bureaucrats are given the responsibility to
dispense money that is not their own, why not study the
climate on other planets? By the way, 'm not saying
prima facie that all these endeavors are worthless. I'm
saying that (1) if they’re worthwhile why don’t universities
getting $30,000 a student do some of this research on
their own, and (2) if it turns out that some majority of tax-
payers thinks it is a worthwhile idea to support national
defense or infrastructure or commerce or some other
proper national-level government responsibility, could we
at least wait until the good times return and we have a
little mad money? Do we have to spend it just as rapidly
in the lean times, as well? And how many American jobs
did we stimulate in Siberia?

All of this translates to a subtle, but important, shift
in our investing approach. I believe you would be well-
served to consider the same for your portfolio... < >
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# 1

A Reminder of Why Its Called “The Dog Days”

Once again I call your attention to the chart below,
which youll recall is courtesy of my friend and competitor
Sy Harding, editor of Street Smart Report (888-Harding
or www.streetsmartreport.com -- also see his excellent
free daily market blog at www.streetsmartpost.com.)
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This chart shows a 110-year history of bull and bear
markets. Of course, “it might be different this time,” but
the smart way to discern current trends is first and fore-
most to see if this has all happened before. It has. As
you can see from Sy’s chart, secular bull markets are ex-
cellent -- but difficult -- times to buy-and-hold. I say
“excellent” because if you enter a secular bull at or near
its beginning, you can literally take a vacation from the
market for a time measured in years. But I say “difficult”
for two reasons: (1) Having just experienced a traumatic
secular bear -- as we are doing right now -- most people
exit the market at precisely the wrong time. They throw
in the towel and vow never to return. They usually keep
their resolve until all the news is great and everyone
around them is making money in the market -- near the
end of the secular bull. And (2), because no market goes
up or down in a straight line, they are often too anxious
(after the nerve-wracking ratcheting up and down of the
previous bear) and sell at the first minor pullback.

I believe this chart further demonstrates that it takes
time to digest the gains of the previous secular bull.
Much as people might “like” to see a 1-year decline after
an 18-year advance, it just doesn’t happen that way. If
you look carefully at the chart, you'll notice that secular
bear markets typically last about 10-12 years and secular
bulls can last anywhere from 10-20 years (roughly.) If
this secular bear market is typical, measuring from the
beginning of the decline in 2000, we could be approach-

ing its end. One other important point to “bear” in mind -
- bear markets are digestive, not bulimic. The markets go
down, they try to rise, they go down again, they go up,
everybody’s happy, they plunge, etc. They don’t simply
purge. But over a 110-year period, it is clear that these
cyclical moves up and down do not delineate the appro-
priate entry point. It is a combination of the time value
and the amplitude of decline value that do that.

So if you feel as if youve been whipsawed, you
probably have. This has been a horrible time to try to
grow your portfolio; all secular bear markets are. We
sidestepped the early travails of this one and made money
even in bad years -- then we hit our own rough patch
from mid-2009 to early 2010. As I told a favorite client
recently, my job is so much easier in bull markets! I
merely have to add value by being a better stock and sec-
tor picker than my competition. In a secular bear, I have
to try to be on the side of the angels as it goes up and be
out before the demons attack again. I -- and you, if you
manage your own portfolio -- have to do this repeatedly
and mostly correctly through the major cyclical gyrations.

Some people are just so tired of it all that they des-
perately want to believe the worst is over. I wish I could
agree. [ think we are close, but I'm not handing out ci-
gars just yet. Even after an exceptionally wonderful July
(which we were mostly watching from the sidelines) the
best market measure, the S&P 500, is still more than
25% below its peak in 2000. That’s a bear market.

This next chart tells the same story. It plots the
value of the Dow Industrials in ounces of gold. For ex-
ample, back in 1999 it took 44.8 ounces of gold to buy
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“the Dow.” Today it takes just 8.9 ounces. One conclu-
sion some draw from the chart is that when it begins to
take 40 or 50 ounces of gold to buy the Dow, exit the
market. That’s because currencies fluctuate, but gold
typically buys somewhere close to the same amount of
“things” it did 50 years ago or 100 years ago. Another
reader may think, “Clearly I should have been in gold all
this time since the Dow has dropped some 80% from its
1999 peak in gold terms.” Coulda, shoulda, woulda.

What [ infer today from this chart is that we are
closer to a bottom than a top, but still in a bear market.
At the bottom of the Great Depression secular bear, the
Dow/Gold ratio bottomed below 5. It did the same at the
bottom of the 1970s stagflation secular bear. If the price
of gold hovers around $1200 and history repeats, that
means the Dow could fall to around the 6,000 level. With
gold at $1500, that would imply, purely based upon the
assumption that history repeats (or at least rhymes, as
Mark Twain noted) a Dow bottom of as low as 7500. Etc.

Because we are near the end of 10 years of secular
bear (time) and somewhere down around where other
bears have ended as measured by the Dow/Gold ratio
(amplitude) I conclude that we are most likely somewhere
near a bottom, but with the likelihood of at least one more
big scare, and maybe more, to shake out those who don’t
have the courage to buy at the bottom. You can find far
more complex rationalizations and predictions using far
more complicated formulas and approaches, but I like to
keep it simple. As for when the next leg down begins, it
could be as early as this week or as distant as whenever
there are more sellers than buyers.

[ lean toward sooner rather than later because hous-
ing isn't getting any better, the job situation isnt getting
any better, taxes are likely to rise, our national debt is
soaring, retail sales are plunging, China is slowing down,
there are big problems with our large trading partners in
Europe, and we have a government that, having spent all
our money, now seems hell-bent on spending that of our
children and grand-children — all before November. But
as | said in a recent article elsewhere, “I think the first 3
will be quite enough to destroy any market rally all by
themselves, thank you.”

Please don’t allow yourself to be fooled by govern-
ment lies, damned lies or statistics. The recent trumpet-
ing of "robust" new-home sales for June is a perfect case
in point. They were reported as a 23.6% increase over the
previous month. (Yay!) Well, that much was true, but...

The previous month plunged a revised 36.7%, the
lowest monthly sales level in history! And June? While up
23.6% from the lowest level in history, June was the sec-
ond-lowest sales level in history, which means May-June
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2010's average of 298,500 homes sold was the lowest
two-month sales level ever! The masters of spin made
this into a surprise “surge” in home sales. It wasn’t.

It’s the same with the jobs numbers. According to
the White House, weve had 6 straight month of jobs
gains in the private sector. Again, that’s true, but...

We need to create some 100,000-2000,000 jobs
every month just to absorb high school graduates, college
graduates, mustering-out military personnel, people who
were sick and are now rejoining the work force, etc. The
average “jobs created” in these past 6 “great” months has
been less than 40,000. We’re going backward, not for-
ward. The spinmeisters are hoping to keep us fooled at
least until the first Tuesday in November. I don’t think
they will succeed. I expect the unemployment rate to
move up before it begins to move down.

Debunking the China Myth

Globalization is seductive. In times when our own
market may seem to be mired in permafrost, the Internet
and more open markets have made many of us think we
can simply switch to some other market that is destined to
do better. The current favorite of most investors is China.

[ disagree with this viewpoint. First and foremost, if
the USA and the EU are the primary customers for
China’s products (most of which are consumer rather
than industrial products) and consumers in both the US
and Europe are snapping their wallets shut, what will
power the Chinese juggernaut? They have virtually no
middle class at home and their Asian neighbors often pro-
duce goods more cheaply than China does.

As importantly, Chinese workers are no different than
American workers or Japanese workers or German work-
ers. Each in their time had numerous laborers willing to
work for a pittance so they could have a better life for
themselves and their children. Each in turn began to de-
mand higher wages as being only fair, given their experi-
ence and talent which lead to increased productivity. It

CHINA STOCK MARKET INDEX
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will be no different in China. It is actually in China’s inter-
est to pay its workers more; doing so will create the middle
class that is now missing so that in future tough times,
they can rely on their own consumer base to muddle
through. Higher wages would make other nations less pro-
tectionist as well. But even if neither of these revelations
sink in, it will simply happen because farm kids subsisting
on rice and dried fish will move to the cities and happily
labor for next to nothing for the first few years. It’s new, it’s
exciting, you can now afford to eat meat or poultry twice a
week, maybe you and your roommate even share a motor-
bike. But it is simply immutable human nature that the
thrill wears off and you'd like chicken three times a week or
you'd like to have your own motorbike. The pressure to
increase wages genie is out of the bottle and there’s no put-
ting it back in.

[ add to this volatile mix simmering ethnic strife, horri-
ble pollution, lack of fresh potable water, poor corporate
governance standards, the need to create 24 million new
jobs a year, and a statist government that engenders false
reporting from the hinterlands by its draconian punish-
ment of those who fail to deliver. Sorry -- I just don’t see a
straight-line progression of success for China.

What to Buy, What to Sell

We don’t try to time month-to-month fluctuations,
even knowing that in flat or down years such as this one
there is often a rally in July. It doesn’t always happen but
this year it proceeded according to script. That has made
many bears change their minds. Idon’t think so. I expect
a decline sooner rather than later. I am hoping it declines
only 20-25% as gold moves up in response, taking us
somewhere near the Dow/Gold ratio we've seen at previous
major secular lows. The sooner the better, I say. Let’s get
it over with and move out of this &$@% bear market!

[ like the way we are positioned to protect against this
scenario, so there will be no new investments this month.
We did not “sell in May and go away” this year as the old
maxim dictates. Instead (valid only in swing election
years!) I've coined a new maxim: “ Sell in June, watch the
swoon. Buy in November with all the new members.”

Last month we SOLD 300 FNNVF at 29.43, 800 GDXJ
at 26.40, 10,000 JFP at 2.53, 2000 JFR at 10.89, 5000
NSL at 6.83, 550 NRP at 24.46, 500 PVR at 22.36, 300
TBT at 37.01 , and 700 TMV at 43.58. We BOUGHT 200
DO at 64.09, 200 RWM at 42.15, 300 EUM at 38.16, and
500 SDS at 34.17. < >

The two portfolios below are set-and-forget “Lazy Portfolios.” Each is rebalanced just twice a year, on the market-open day closest to 11 November and 22 April.
These dates are selected to take advantage of seasonality frends in the market. | believe asset allocation and secular market rebalancing are more important

than mere stock selection in building a successful portfolio, but the history of these portfolios clearly shows that “laziness” is rewarded more in bull markets than
bear markets. The performance is good relative to the S&P 500 and other benchmarks, but the volatility to get there is no better than the indexes...
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Asset % of Portfolio ETF Portfolio Ticker Value Buy Price # of Price Value

Category Nov-Apr  Apr-Nov Created 11 Jan 08 Symbol 11-Jan-08  22-Apr-10  Shares Now Now

US ALL-CAP VALUE 15% 10% WISDOM TREE TOTAL DIV DTD $15,000 44.18 235.91 41.43 $9,908
US SMALL-CAP VALUE 30% 15% WIS TREE SMALL-CAP DIV DES $25,000 46.00 339.87 41.90 $14,484
INTL MATERIALS 15% 10% WIS TREE INTL MATERIALS DBN $15,000 28.44 366.48 25.95 $9,548
DEVELOPED NATIONS 10% 10% WISDOM TREE INTL DEFA DWM $20,000 46.54 223.95 42.93 $9,853
EMERGING NATIONS 25% 5% WISDOM TREE INTL EM DKA $15,000 25.28 206.14 22.02 $4,604
STABILITY 5% 50% iSHARES 1-3 YR TRSY's SHY $10,000 83.31 625.53 84.21 $53,483
Beginning Balance: $100,000 $100,000 $101,880

e
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Asset % of Portfolio ETF Portfolio Ticker Value Buy Price # of Price Value

Category Nov-Apr  Apr-Nov Created 11 Jan 08 Symbol 11-Jan-08  22-Apr-10  Shares Now Now
ENERGY / RESOURCES 15% 10% WISDOM TREE INTL ENERGY DKA $15,000 25.28 400.81 22.02 $8,826
INTL MATERIALS 15% 10% WIS TREE INTL MATERIALS DBN $15,000 28.44 356.28 25.95 $9,282
DIVERSIFIED FINANCIALS 10% 5% iSHARES GLOBAL FINCL IXG $10,000 48.32 104.85 44.09 $4,639
DEVELOPED NATIONS 20% 10% WISDOM TREE INTL DEFA DWM $15,000 46.54 217.72 42.93 $9,579

EMERGING NATIONS 20% 5% WIS TREE EMRGING MKTS DGS $20,000 45.99 110.16 44.94 $5,038
ASIA 15% 10% WIS TREE PAC X~JPN Hi-YLD DNH $15,000 59.03 171.65 52.29 $9,123
STABILITY 5% 50% iSHARES 1-3 YR TRSY's SHY $10,000 83.31 608.13 84.21 $51,995
Beginning Balance: $100,000 $100,000 $98,482
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Company / Fund Ticker Yield # of Date Purchase Current Every $1 Portfolio
(arranged alpha by symbol)  Symbol Industry atCost Shares Purchased Price Price  Invested= Weighting
BP#* BP Energy - Integrated Oil None 500 6/10 36.76 3847 $1.05 2.3%
CENTRAL FUND CANADA #* CEF  Gold 0.1% 800 >1 Buy 9.27 14.49 $1.56 1.4%
DIAMOND OFFSHORE * DO  Oil Services / Driller 0.8% 200 710 64.09 59.49 $0.93 1.4%
EMRGNG MKTS SHORT ETF # EUM  Short Emerging Mkts Varies 1000 >1 Buy 38.05 36.36 $0.96 4.4%
GOLDCORP #* GG Gold 0.7% 200 11/08 21.95 39.14 $1.78 0.9%
MGE ENERGY # MGEE  Utility 5.9% 500 12/00 2113 37.47 $1.77 2.2%
NAT RESOURCE PTNRS # NRP__ Energy - Coal Leasg 9.9% 500 >1 Buy 2214 25.71 $1.16 1.5%
TELECOM NEW ZEALAND # NZT  Telecom 10.3% 700 2/10 797 7.22 $0.91 0.6%
PENN VA RESOURCES # PVR  Energy - Coal & Nat Gas 12.7% 500 >1 Buy 17.96 24.15 $1.34 1.4%
ROYAL DUTCH SHELL * RDS.B Energy - Integrated Oil 6.8% 500 6/10 49.39 53.42 $1.08 3.2%
RUSSELL 2000 SHORT ETF # RWM  Short Russell 2000 Varies 1000 >1 Buy 39.61 40.02 $1.01 4.8%
RYDEX MGD FUTURES # * RYMFX _Currency/Commodity Varies 1,351.3 4/07 25.90 24.22 $0.94 3.9%
SHORT S&P 500 x 2 ETF # SDS  Short S&P 500 Varies 500 7110 3417 32.56 $0.95 2.0%
iPATH SUGAR ETN # SGG  Sugar Varies 500 6/10 40.60 54.50 $1.34 3.3%
SILVER WHEATON # SLW _Silver Royalties None 500 110 17.20 18.85 $1.10 11%
STATOIL NORWAY #* STO Energy - Integrated Oil 4.8% 650 6/10 19.64 20.33 $1.04 1.6%
SHORT TREASURY x 2 # TBT  Short US Treasuries Varies 500 >1 Buy 48.72 35.85 $0.74 21%
iSHARES TIPS # TIP__ T-Bills & Short-Term 0.6% 300 5/09 99.56 106.37 $1.07 3.8%
VIX ETF 2-Month Contracts # VXX High volatility Index Varies 1,000 >1 Buy 27.82 22.57 $0.81 2.7%
VIX ETF 6-Month Contracts # VXZ  High volatility Index Varies 300 410 65.72 85.49 $1.30 3.1%
EXXON MOBIL XTO # * XOM Energy - Integrated Oil 2.9% 400 6/10 59.30 59.68 $1.01 2.9%
Avg of 100 MMFs @ Bankrate.com Money Mkt Fund 0.88% 410,701 Monthly 1.00 1.00 nla 49.3%

# currently owned by officers, directors or employees of Investor's Edge or Stanford Wealth Management

*non-US or derives a significant portion of revenues from international sales
Balance Jan 1, 1999: $250,000 Balance Jan 1, 2010: $829,093 Current Balance: $833,887
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The Bullish Case for November

Politicians always speak of their “mandate.” They
may win by just one vote but, by jiminy, they tell us “the
voters have spoken” and they enjoy a “mandate” for what-
ever their pet projects are. But I believe the map below,
courtesy of French cartographer Frédéric Salmon, may tell
a different tale. It shows, via pale yellow for barely-a-
majority Democrat county to a dark brown for seriously
majority Democrat counties in each of 6 Presidential elec-
tions. Pale blue to cobalt blue is the key for those coun-
ties that voted from barely Republican to very Republican.

There are no real surprises in the first 5 maps. In
1932 and 1936, FDR caught the attention and the votes
of a nation still heavily rural as well as industrial. In
those Jim Crow years, with few black Americans voting,
he owned the South. 1952 brought a nation weary of 6
years of war in the previous 11 and swept Ike into office
on a wave of hiring the General who in the popular mind
ended WWII so he could end Korea, as well. In 1964, LBJ
swept the nation because (a) he was seen as JFK’s heir
apparent, (b) he was a brilliant grass-roots and back-
room politician, and (c) America was disgusted by the im-
ages of Bull Connor using water cannons and police dogs
on black American children. LBJ promised and delivered
change in civil rights. That’s why you see Louisiana, Mis-
sissippi and Alabama uncharacteristically “blue” that

year. They didn’t vote “for” Republicans, they voted
“against” LBJ. And by 1980 the country was fed up with
Big Brother and guns-and-butter spending. Ronald
Reagan promised and delivered change that temporarily
rolled back intrusive nanny-knows-best big government.

But the 6th map is nothing like these others. It shows
a nation quite divided between more small-town and ru-
ral America and more liberal big-city America. Just look
at the massively-populated BosWash Corridor, Chicago
and other union strongholds, and the Left Coast. Then
look at the bulk of the American land mass. Small towns
typically vote more liberal, but not this time. This time,
they were unsure of all this pre-election business-bashing
and the promise of more and bigger government. Our
Constitution ensures that all geographic areas are repre-
sented at the national level: each state gets the same
number of senators, no matter how populous. This pre-
vents what Madison called “the tyranny of the majority”
and ensures that no one is shouted down simply because
they are small. My bullishness for November and beyond
flows from my conviction that the voters have now seen
the mess “stimulus” policies have created and are more
likely to vote for government to practice the same belt-
tightening we all have. The “2008” map clearly shows
that, geographically, most of the country was already
wary of these policies. Now the urban voters who have
lost jobs and homes may join them and
elect Congressmen who favor saving and
investment over taxing and spending, and
private industry over government intrusion.
Let’s hope I'm correct...

What to Buy, What to Sell

Last month we SOLD 200 TRP at
35.27, 500 TBT at 37.01, 1500 SVM at
6.63, 3000 NSL at 6.83, and 10,000 JFP at
2.53. We’ BOUGHT 200 SGG at 47.40, 300
DOG at 51.54, 500 PSQ at 43.14, 300 SH
at 52.37. We also SOLD TO OPEN 35 TBT
Jan 2012 $30 puts at $3.10. This gives us
$10,850 in cash but also gives us the obli-
gation to accept 3500 shares of TBT if it
goes below 30. That will be a $105,000
purchase. [ am comfortable doing a trade
of this size, but unless you are familiar with
options, if you normally mirror our actions I
advise you start a little slower by buying a
lesser amount! There are no new invest-
ments this month. < >
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Company / Fund Ticker Yield # of Date Purchase Current Every$1 Portfolio
(arranged alpha by symbol) Symbol Industry atCost Shares Purchased Price PriceInvested = Weighting
YAMANA GOLD # AUY Gold 1.5% 500 2/09 9.20 9.42 $1.02 1.2%
BIG ROCK BREWERY # * BRBMF  Beer 7.3% 1,000 5/10 15.40 16.20 $1.05 4.2%
CENTRAL FUND CANADA #* CEF Gold 0.1% 250 >1 Buy 9.27 14.49 $1.56 0.9%
SHORT DOW 30 ETF # DOG  Short Dow Varies 800 >1 Buy 53.21 50.18 $0.94 10.4%
HCP, INC 7.1% PFD HCPF __ Health Care REIT Pfd 13.6% 500 3/09 13.10 24.38 $1.86 31%
KONECRANES PLC * KNCRF _ Cranes / Machinery Varies 250 2/09 17.80 32.55 $1.83 214%
SHORT NASD 100 ETF PSQ  Short NASD 100 Varies 1000 >1 Buy 44.74 42.00 $0.94 10.8%
RUBICON MINERALS RBY  Canadian Gold None 3500 510 3.77 3.55 $0.94 3.2%
iPATH SUGAR ETN # SGG  Sugar Varies 400 >1 Buy 44.00 54.50 $1.24 5.6%
SHORT S&P 500 ETF SH Short S&P 500 Varies 800 >1 Buy 53.81 51.16 $0.95 10.6%
SVB FINL 7% PFD # SIVBO  Bank Pfd 17.5% 500 3/09 10.00 23.19 $2.32 3.0%
SILVER WHEATON # SLW Silver Royalties None 500 110 17.20 20.10 $1.17 2.6%
SPO TBT Jan 2012 30s x 100 # na Inflation Hedge None 3,500 710 3.10 3.00 $0.97 2.7%
iSHARES TIPS # TIP T-Bills & Short-Term 5.0% 300.0 5/09 99.56 106.37 $1.07 8.2%
VIX ETF 2-Month Contracts # VXX High volatility Index Varies 750 >1 Buy 28.28 22.57 $0.80 4.4%
VIX ETF 6-Month Contracts # VXZ High volatility Index Varies 300 410 65.72 85.49 $1.30 6.6%
Avg of 100 MMFs @ Bankrate.com Money Mkt Fund 0.88% 78,374 Monthly 1.00 1.00 n/a 20.2%

Beginning Balance Jan 1, 1999: $150,000

# currently owned by officers, directors or employees of Investor's Edge or Stanford Advisory
* non-US or derives a significant portion of revenues from international sales
Balance Jan 1, 2010: $397,080 Current Balance: $387,162
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09) %and0 **$ 0;. So, while the S&P 500 experienced 4
down years during the 11 years we’ve maintained our Model Portfolios, we were down in only one year -- and then
only half as much as the decline in the S&P 500.

The secret of investing success is 91$*$!: )

Print Subscription: $179 for 1-year, $248 for 2 years
By e-mail, 8139 for 1 year, $198 for 2 years
<<LLLIS>>>>
Call 800 253-2088 or e-mail us at inquire@stanfordwealth.com




INVESTOR’S EDGE

"The powers delegated by the proposed Constitution to the federal government are few and defined. Those
which are to remain in the State governments are numerous and indefinite." -- James Madison, Federalist 45

"Cherish public credit ... use it as sparingly as possible ... avoiding likewise the accumulation of debt ... bear in mind, that
towards the payment of debts there must be Revenue, that to have Revenue there must be taxes; that no taxes can be
devised, which are not ... inconvenient and unpleasant ... “ - George Washington

" "Trust me' government asks that we concentrate our hopes and dreams on one man,; that we trust him to do what's best
for us. My view of government places trust not in one person or one party, but in those values that transcend persons
and parties. The trust is where it belongs -- in the people. The responsibility to live up to that trust is where it belongs, in
their elected leaders. That kind of relationship, between the people and their elected leaders, is a special kind of com-
pact." --Ronald Reagan

"If a nation expects to be ignorant and free it expects what never was and never will be. The functionaries of every gov-
ernment have propensities to command at will the liberty and property of their constituent. There is no safe deposit for
these but with the people themselves. Nor can they be safe with them without information." --Thomas Jefferson

"Eventually, you run out of other people's money." -- Margaret Thatcher on why big-government socialism always fails

"The hottest places in hell are reserved for those who in times of great moral crises maintain their neutrality."
-- Dante Alighieri

“There is no means of avoiding the final collapse of a boom brought about by credit expansion. The alternative is only
whether the crisis should come sooner as the result of a voluntary abandonment of further credit expansion, or later, as a
final and total catastrophe of the currency involved. -- economist Ludwig von Mises

“We are what we repeatedly do. Excellence, then, is not an act, but a habit..” - Avristotle [referring to individuals...but |
believe it may be applied to nations, as well...]
Quote of the Month
"DO NOT GO WHERE THE PATH MAY LEAD, GO INSTEAD WHERE THERE IS NO PATH AND LEAVE A TRAIL."
-- Ralph Waldo Emerson
THE FINE PRINT

I believe that I and my staff should take risks similar to those who follow our advice, so we very often invest in the investments
I write about and may buy or sell such securities from time to time. We always try to identify these positions in our Model Portfo-
lios. We carefully compile our analyses from sources we believe to be reliable, but its accuracy cannot be "guaranteed." We can’t
avoid the occasional errors or omissions, though we promise to do our very best to prevent them.

We have never accepted payment from any of the companies we recommend. Many newsletter writers do. That’s their busi-
ness. However, we strongly believe that our business should be recommending stocks we believe in because of their potential to
reward you, not some company’s willingness to reward us for touting their stock.

Past performance is no indicator of future results -- that means we may do worse or we may do better; rather an obvious state-
ment, but I don't invent this legalese, I'm just required to include it in a typeface a reasonable adult with a very powerful microscope
can read. All rights reserved -- though information herein may be reproduced with our permission when obscene amounts of
money are paid tous. P.S. Don't make us call our lawyers -- they get paid by the hour and they love to litigate...

Copyright Investor’s Edge, 2010. Joseph L Shaefer, Editor



