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THE COURSE

Special Series of Briefs About Beacon’s Client Services

Those Pesky, Non-Theoretical Bear Markets &
“Well, it may be all right in practice, but it will never work in theory.”
- Warren Buffet on how that academic community regards his investment approach
“In theory, there is no difference between theory and practice. But, in practice, there is.”
- Jan L.A. van de Snepscheut (or Yogi Berra)
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*We recalled the foolproof wealth-building method...HOW DOES ONE ATTAIN 510 MILLION? BY INHERITING $20 MILLION!
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Bear Markets Are Fated Because...Well, Trees Really Don’t Grow To The Sky.

“It has been more than seven years since the last bear market began. When will the next rout come? | don’t know. | don’t think anyone does.
But make no mistake: A new bear market—that is, a 20% or greater market drop—will occur. Stock markets always will—indeed, must—crash
from time to time. To see why, consider the work of the late economist Hyman Minsky.”
— Why Bear Market’s Are Inevitable, Morgan Housel, THE WALL STREET JOURNAL 2/13/15
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Bear Markets Are Fated Because...We All Engage In ‘Profit-Seeking Activity’ but...

Navin | eve already given away eight pencil s,
Frosty. Navin, you have taken in 15 dollars and given away 50 cents worth of crap, which gives us a net profit
of 14 dollars and 50 cents.
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... Profit-Seeking Activity’ leads to irrational investor behavior
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Bear Markets Can Be Survived Beneficial...

“With the six-year old bull market in stocks..., people are starting to wonder how they should prepare for a possible bear market. The answer:

Not the way you think. The biggest mistake...investors make...is trying to predict the market.” — E. S. Browning, How to Survive a Bear Market, WSJ 3/9/15
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Bear Markets Happen
Bull markets don’t last forever, as a long-term Dow Jones Industrial Average chart shows.
(Bear market is defined as a decline of 20% or more from a high. To make changes comparable, 774156492 zgélﬁ,joi 1732/(#5
ichart is in percentage terms, or logarithmic scale, but labeled by Dow points on the axis.) = S s(') f;rA
100000
5/29/46 12/13/61 12/3/68 9/21/76 4/27/81 8/25/87 1/14/00 10/9/07
128.7% A 354.8% A 32.4% A 75.7% A 38.0% A 250.4% A 395.7% A 94.4% A
10000 Bull-market gain
2/9/66 1/11/73
85.8% A 66.6% A
1000 9 0
100 6/26/6 6/70 8/12/8 0/11/90 10/9/02 9/09
6/13/49 % 4.1% % -31.5% 8%
10 4.0%
4/28/4 Bear-ma 0/7/66 6/74 8/78 0/19/8
arop
19I4Ol L} T I T T T T lés(l) T T l T T T T 1é6(|) ¥ T ' T T T T 167(!) T T l T T T T lé8|0 T ¥ l T T T T 1596 T T I L T T T 260‘0 T T l T T L} ¥ Zbllo T T l 1
Source: WSJ Market Data Group THE WALL STREET JOURNAL.
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Bear Markets Did Not Deter Ronald Read...Nor Should They Dissuade Our Clients
“Ronald Read spent years pumping gas, but he was even more adept at pumping up his portfolio...he at times used safety pins to hold his coat
together...his friends were shocked when they learned his estate was valued at almost $8 million...Mr. Read owned at least 95 stocks...many of
which he had held for years, if not decades...Mr. Read left behind a five-inch-thick stack of stock certificates in a safe-deposit box.”
— Anna Prior, Route to an $8 Million Portfolio Started With Frugal Living, WSJ 3/19/15
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Wells Fargo P ssio900land complicated the work of his edta
procter & Gamble [ 364008 wi dowed withitdwopestepnd | ef most of h
Colgate-Palmolive _252104 hOSpI t .al ' we ;uspect_ Mr. R.ead’ S. ben
' portolio than disappointed with hisl p:
American Express _199,034
J. M. Smucker P 189,722 So, why focus on bear maBEARONpPTredi ot nhhi
sohnson & Johnson [ 183851 mar ket ? Il n reality, there are alwdgys
s R <2206 or industries. Ju_st |l ook at the epner
' company’s stock prices have been cyut
cCormick I 145,055 thatr ewgéhrched invesotngelaawead aes&l|ly i
Raytheon B 142970 bonds across the globe, with per-liwoncéh
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