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August Update : Welcome to 
our August update, the first of 
what we are planning to be an 
abbreviated Bakken Group 
Letter for the “off months” that 
do not mark the beginning of a 
new quarter.  
 
These updates will be shorter 
one-page briefs aimed at 
providing more timely and 
frequent market and economic 
data in addition to any other 
relevant information and news 
that may have developed over 
the prior month. The pace of 
change in economic & market 
news has become so rapid that 
we feel compelled to at least 
provide a brief update monthly, 
with our larger quarterly letter 
remaining a two-page 
communiqué.  
 
At this point, we will plan to 
broadly distribute our monthly 
updates electronically via our 
team website or through email. 
We welcome any comments or 
questions and we thank you for 
your continued trust and 
confidence. 
Select Year-To-Date Market & 
Commodity Data as of July 31, 
2009: 
 

Dow Jones Industrial 
Average (a) 

+ 4.5% 

S&P 500 (a) + 9.3% 
NASDAQ Composite (a)  
 

+ 25.5% 

MSCI EAFE (a) + 15.2% 

Crude Oil, $ per barrel $69.45 

Natural Gas, $/MMBtu $3.653 

Gold, $ per troy oz. $953.70 

Dollar per Euro $1.4253 

Dollar per Yen $0.0106 
Source: Wall Street Journal, 8-3-09 
(a) - excludes dividends 
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Equity Markets:  Thru the end of July, 2009, US equity markets continued to 
demonstrate resilience and strength as market returns (excluding dividends) have turned 
nicely positive this year. As of 7-30-2009, the S&P 500 was approaching gains of 10% 
while the NASDAQ Composite boasted a significant gain in excess of 25% year-to date. 
The Dow Jones Industrial Average closed at 9,171.61 which is a gain of nearly 42% 
from its 2009 low of 6,469.95 recorded in March of this year (source: Reuters).  We 
believe that better-than-expected 2nd quarter corporate earnings have been the catalyst for 
this year’s gains. 
 
We still do not know whether this is part of a new & sustained bull market or whether 
this is a jump in a secular bear market. We recall Warren Buffet though in his 10-17-
2008 New York Times op-ed when he opined that it was likely that the market would 
move higher well before sentiment or the economy turns up and he noted that if we wait 
for the robins, spring will be over. Time will tell just how many robins have arrived.  
 
Commodities, and the Dollar:  Oil prices continued to exhibit strength although they 
remain well below 2008’s peak prices that exceeded $140.00 per barrel. We are not 
altogether unpleased with the current price as it remains at a level we believe supports 
continued exploration while at the same time gasoline prices have remained below peak 
levels experienced in 2008. Natural gas prices also continued to remain low relative to 
the peak levels experienced last year, likely reflecting significant new supplies that have 
been developed over the past year or two. Weak manufacturing activity in the first half 
of this year also likely helped to dampen gas demand. 
 
The US Dollar continued to weaken though to just over $1.42 per Euro and gold 
continued to hover near the $1,000 mark. We believe that this reflects ongoing concern 
about rising US budget deficits and the growing national debt. While a weak dollar may 
provide some short term help for US exporters (a weaker dollar makes US goods cheaper 
to foreign buyers…), we remain concerned about long-term dollar weakness and 
continued deficit spending. We have never been advocates for a long-term plan that 
consistently borrows to spend. We prefer to see private sector business remain the 
catalyst for sustained economic growth. 
 
The Economy:  The July 2009 Institute for Supply Management’s PMI Indices for 
manufacturing were published on August 3rd and they continue to support the view that 
the US economy, if not stabilizing, is potentially growing. The ISM manufacturing index 
rose again from its June 2009 reading of 44.8% to 48.9% in July. Moreover, the ISM 
Production index rose from 52.5 in June to 57.9 in July and the ISM Backlog Index rose 
from 47.5 in June to 50 in July. We pay particular attention to the ISM data because they 
are a measure of business & manufacturing sector activity that is tracked and monitored 
by a private sector organization. 
 
Conclusion:  At the close of July, we judge that the markets and economy were on 
sounder footing than they were in the early stages of this year. The nice jump in equity 
prices though has sharpened our focus and willingness to trim profitable positions where 
attractive. “Nimble” remains a very apt adjective as “buy and manage” remains our 
preferred investment management approach over “buy and hold”, the latter of which was 
for so long a core mantra of long-term investors. 



 
 
 
 
 
The Bakken Group at Morgan Stanley Smith Barney  
1603 Carmody Court, Suite 301 
Sewickley, PA 15143-8552Phone: 800-966-8274 
sandra.b.caruso@smithbarney.com 
keith.a.colonna@smithbarney.com 
 
http://fa.smithbarney.com/thebakkengroup   
 
 
Morgan Stanley Smith Barney LLC.  Member SIPC 
 

The information set forth was obtained from sources believed to be reliable, but we do not guarantee its accuracy or 
completeness.  Past performance is no guarantee of future results. 
 
The Dow Jones Industrial Average is a price-weighted index of the 30 “blue-chip” stocks and serves as a measure of the US 
market, covering such diverse industries as financial services, technology, retail, entertainment, and consumer goods. The S&P 
500 is an unmanaged, market value-weighted index of 500 stocks generally representative of the broad stock market. The 
NASDAQ Composite Index is a market-value-weighted index of all common stocks listed on NASDAQ. The MSCI EAFE® Index 
(Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure developed market 
equity performance, excluding the US & Canada. As of May 2005 the MSCI EAFE Index consisted of the following 21 developed 
market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Italy, 
Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the United Kingdom.  An 
investment cannot be made directly in a market index. 
 
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. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


