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ECONOMIC & INVESTMENT OUTLOOK - 3rd Quarter 2007 

The following is a year-to-date comparison of results for major indexes representing various domestic 
and international asset classes. 

Contrary to the general financial consensus, our economic and investment outlook and portfolio 
management tactics continue to reflect concern about the widening disconnect of overachieving 
equity investment performances from deteriorating fundamental economic indicators. Moreover, the 
longer the partying for equity investments goes on, the more painful will be the hangover. Here are 
several warnings we see becoming increasingly disturbing, and which contribute to the reasons why 
we have tactically locked in investment gains and rebalanced the portfolios to have a more defensive 
positioning against downside risk. 

Index w l Q T D / Y T D b e s c r i p t i o n  
S&P 500 Index* 1-3.200/. / m b a r g e - c a p  stocks 

DJIA* 1 -1 .47%m-1 .47%barge -cap  stocks 
basdaq Comp.* r - 2 . 1 9 % ~ ~ ~ a r g e - c a p  tech stocks 

The U.S. consumer is experiencing financial hardship resulting from a chronic spending vs. 
saving mentality. We foresee a consumer-driven recession beginning within the next twelve 
months attributed partially to higher gasoline and energy prices, as well as from the housing 
bubble created by the prolonged loose money policy of the Federal Reserve. 

bussell 1000 Growth I -1 .550/nm-1.550/uhrge-cap  
bussell 1000 Value 1 - 4 . 6 2 % m - 4 . 6 2 % & a r g e - c a p  
bussell 2000 Growth 1-5.19"/01- 
bussell 2000 Value 1-8.510/umW 
~ A F E  I-1.460/um-1.460/.1 
behman Aggregate m W 1 0 . 8 3 % 1  
behman High Yield 1 - 3 . 5 4 % j - 3 . 5 4 % b i g h  

The investment community is operating with a "see no evil" market speculation reminiscent 
of the late 1990's equity mania. So often forgotten is the experience of greed turning to grief, 
and currently a lot of greedy activity is going on because of the shared unrealistic belief that 
the daily market upticks will continue endlessly. Few people today realize that the S&P 500 
Index took seven years, until May 2007, to recover to its previous all-time high set in March 
2000 during the height (and then fall) of the technology boom. Whereas, our diversified "win 
by not losing" investment approach enabled the portfolios to fully recover and move ahead 
within approximately twelve months. 
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There is a two-headed global LBO (leveraged buyout, private equity) monster rearing both its 
heads, and this usually appears when investor speculation becomes rampant. The one LBO 
head is taking publicly traded corporations and making them private, while the other LBO 
head is making itself a publicly traded corporation. Both of these heads are being fed by 
greedy investor enthusiasm and borrowed money (leverage). This in turn artificially increases 
the supply of investment money used to rev up an already red-hot equity marketplace. 

l ~ l l  rerumr are cstlmale as ofJuly 31,2007. *Return numben do not include dividends. 
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The Federal government (on both sides of the political aisle) continues to ignore the ground 
rules for fiscal responsibility. Ignoring a high domestic debt level, a record international trade 
deficit, and a continued weakening of the currency exchange rate for the U.S. dollar is 
irresponsible. Unfortunately, the political reality is that this mess bas to worsen until one day 
financial pain dictates reform. 

In summary, it is our fiduciary responsibility as your financial advisor not to ignore the 
macroeconomic deterioration we are observing while the investment community continues to party. 
Accordingly, we have tactically weighted the asset classes to protect the portfolios against the equity 
turbulence that we are expecting, as well as to have liquidity available for opportunistically 
rebalancing. As we have emphasized many times before, portfolio rebalancing is a tactical portfolio 
tuning process, not market timing. Those clients who have been with FMG during previous 
precarious investment periods remember the comfort they felt when they "won by not losing". We 
encourage you to discuss with us any aspects of the structure and performance of your investments 
for a better understanding of how you will benefit from this investment approach. 

Wannest regards, 

Brett Wilder, CFP@ David Wilder, CFP@, CTFA, MST Rob Siegmann 1. Brock ~exte; 
President & CEO Executive Vice President Executive Vice President Executive Vice President 

Visit the FMG Wehsite to Stay Informed 

The FMG website www.fmgonline.com contains informative financial and investment 
management articles. We suggest that you visit from time to time the website's "For Clients" 
section in order to benefit from the enhancements, which are constantly being developed and 
added to inform and sene  you. 

In accordance with regulatory requirements, our Form ADV registration with the U.S. 
Securities & Exchange Commission (SEC) is available on the website under "For Clients7' and 
"Forms" or by telephone at 513-984-6696. 

If you know of others ... family members, friends, work associates, etc. who might be 
interested in our help, please direct them to the FMG wehsite www.fmgonline.com for an 
introduction to our staff and our services. Assure them that we would welcome their 
contacting us. We encourage and appreciate your referrals, and you can be certain that we 
will do our very best to help the people you refer achieve their financial management and 
investment objectives. 

Thank you for you trust and loyalty. "We are here to help, and w e  can!'mM 


