
 

 

 

 

 

 

 

 

July 2009 - Clarity 

  

 
Clarity refers to one's ability to clearly visualize an object, or concept thought, with understanding in the "mind's eye". 
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When working within a profession such as investments, where so many variables are always at play beyond one's control, 

clarity of vision and thought is a great comfort.  The predominance of my 38 year professional career has been spent in 

"The Clarity Zone".  I believed very strongly that I could "see" where events were unfolding, and how long that trend may 

last.  I have advised clients through long cycles of rising interest rates and downward interest rate cycles.  Republican 

administrations and Democratic administrations. Congressional gridlock and full party control administrations.  Low 

economic growth, slow growth, no growth and rapid growth.  Marginal Federal tax rates of 70% and marginal rates of 

28%.  Post depression record market highs and numerous market correction lows of 1974, 1987, 1991, 1998, 2002 and 

now, 2009.  

 

Let me say with clarity that this time it "seems different" and I think there is cause to be concerned about worsening 

economic conditions and resultant market returns.  Let me say clearly that we are aware of these concerns as your 

financial advisors and have taken cautious actions in managed accounts, and have been giving cautious advice within 

advisory accounts.  I want to say clearly that I believe we are in a time period of world unrest and world economic 

uncertainty; I do not know with a reasonable degree of clarity how long this condition might endure.  However this is not 

a time to "emotionally abandon ship".  This should be a time to collect and digest facts in order to be able to think and act 

with clarity of the mind that helps to increase your comfort level.   What I do know with clarity is that this cycle should 

end and prosperity in some form is likely to return again, and investors need be positioned to participate along the way!  

That positioning is going to depend on your personal risk tolerance (how much money could you afford to lose in volatile 

markets) and the time horizon for your investments (the longer, the better for risk taking). 

 

We have said with clarity over the past several quarters of our Narmi Group at Morgan Stanley - Smith Barney 

Newsletters that America was taking a new shape politically and economically.  We wrote in July 2008 of "The Boys of 

Summer" and discussed what the Federal Reserve board and the Treasury might do if the economy's back was pressed to 

the wall.  We said that our job within the Narmi Group was not to debate the politics of what was transpiring in October 

2008, but seek to profit from the politics and new spending priorities. We spoke of the contraction of various forms of 

personal credit such as the home equity loan and the reduction of credit card limits, as examples. We spoke of the New 

America and the New Wall Street in November 2008.   In January 2009 - America, we wrote of the wounded, but yet 

comparatively strong and still dominant US economy.  We wrote in April 2009, "Don't fight the Fed", and how markets 

could likely post strong rallies in periods of rising unemployment.   In other words, as I look back, we have spoken with 

clarity in our newsletters of the past several quarters describing what we believed could be an outline of scenarios to 

come, and what the consequences could be.  I think we have spoken with a very clear vision.  Have we made mistakes?  

Yes. Will we make mistakes moving forward?  Yes.  This is not an exact science and good old fashion risk must be taken 

to achieve growth and gain, in my opinion. 

 

Going back to the first paragraph, I see with certain clarity that there have been numerous cycles over my near 40 year 

career.  I have seen "long cycles" of interest rates;  "long cycles" of  taxing policies; "long cycles" of economic growth 

and "short cycles" of economic contraction and market corrections.   I can clearly see in my mind that the long cycles of 

economic and market events appear to be tolerated with calmer emotions than the short cycles, which tend to be more 

violent and emotionally draining.  I am not a visionary; this is a simple common sense interpretation of human behavior.  

Therefore, I look at the Dow highs of 14,198 
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 and compare that to today's levels of  +/- 8400 and I clearly see a lot of 

negative news already having been discounted in the equity markets.  Is it over?  We don't know, but we do know that a 

lot of bad news is already factored into equity prices.  Could it go lower? Don't know.  Could it go higher?  Very 

definitely, yes, looking longer term.   What will get me through this if I stay invested?  Simple patience, guts, and a long 

term goal is what I believe you will need. 



 

If I were to hazard a guess, I would guess that we are well along in a violent short cycle of correction of various market 

excesses.  Historically violent market corrections frequently become excessive themselves and present wonderful 

opportunities for long term investing.  As financial advisors, we are trying to advise clients how and when to potentially 

take advantage of these conditions.  Regardless, we feel that we are in different times, yet we need to maintain our proven 

focus.  We have clearly emphasized "total return" investing during these times and believe this could be a very long cycle 

style of investing, itself.   We believe that we could be back to that very long cycle of more muted economic growth of the 

1950's, 
3
 restoring dividend income to the lofty status of providing nearly 50%, if not more 
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of the total returns of the 

equity markets for decades and decades, prior to the explosive growth markets of the latter 20th century. 
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  Again, this 

could be a pleasantly rewarding long cycle that most of us would enjoy.   

 

Clearly, what everyone needs is a long term financial plan.  The Narmi Group offers this complimentary service through 

Theresa Rynaski.  We do invite you to call in for your complimentary planning sessions. I think you'll feel better if you 

make your appointment to see Theresa.  I know that we always feel better as your financial advisors because it puts us 

both on the same plane of information and implementation. 

 

We are attempting to speak Clearly in this newsletter.   The sequence of events we saw and talked about was a collapse of 

the credit markets in 2008; a Washington and market reaction to that collapse in 2008, early 2009, and a no-holds barred 

"Don't fight the Fed" approach in early 2009.  We currently see uncertainty possibly developing again from elements of 

economic and policy agendas.  We are cautious, but not frozen.  We are not living in a vacuum as a Group.   We spend 

countless hours as a Group "talking and thinking about all the things that could go wrong"; that is what we are supposed to 

do for you! So clearly, our job is to think and worry.  Your job, if you can, is to be as gritty as possible and let us do our 

job of thinking and worrying, and focus on long term goals. 
 

In the interim, as always, clearly focus on your church, family and schools within your community.  Dig a little deeper if 

necessary and share some of the fruits of your excess. We believe America is still the wealthiest county in the history of 

the world.  Share your time, talent or treasure, this is where the real dividends of life are paid! 
 

Clearly, Have a pleasant Summer! 
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The views expressed herein are those of the author and do not necessarily reflect the views of Morgan Stanley Smith Barney or its affiliates.  All opinions are subject to change without notice.  

Neither the information provided nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.  Past performance is no guarantee of future results. 

 

Morgan Stanley Smith Barney LLC and is affiliates do not provide tax or legal advice.  To the extent that this material or any attachment concerns tax matters, it is not intended to be used and 

cannot be used by a taxpayer for the purpose of avoiding penalties that may be imposed by law.  Any such taxpayer should seek advice based on the taxpayer’s particular circumstances from an 

independent tax advisor. 
 

There is no guarantee that these strategies will succeed.  This information is intended to illustrate products and services available at Smith Barney.  The strategies do not necessarily represent 

the experience of other clients, nor do they indicate future performance.  Investment results may vary.  The investment strategies presented are not appropriate for every investor.  Individual 

clients should review with their Financial Advisors the terms and conditions and risks involved with specific products or services.   
 

 

Please contact your Financial Advisor for a complete listing of all transactions that occurred during the last twelve months. 
 

 

S&P 500 Index is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market.  An investment cannot be made directly in a market index.   

Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the U.S. market, covering such diverse industries as financial services, 

technology, retail, entertainment and consumer goods.  An investment cannot be made directly in a market index. 


