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In all the headlines you will see in 2008 you can be sure there will be many of them 
addressing market volatility, and that is what we have seen so far this year. The 
market has been all over the place these first 15 days of 2008. The question on 
everyone’s mind; which way will it go tomorrow, up or down? The truth is, we don’t 
know the answer. In fact, no one does. The stock market will do whatever it wants -
anytime it wants, and we are all along for the ride.  So a more important question is: 
with all this volatility how do you make the ride smoother? 
��

Our answer to that question is active money management.  Actively managing your money means we 
have systems in place to review your investments daily and adjust them as necessary; doing our best to 
capture gains when possible while minimizing losses. The results of our efforts will give you a smoother 
ride in the bumpy days ahead.���
    
The chart on the left is the SPDR ETF for the last 12 months. This index represents the total return of the 
S&P 500 stocks over the last calendar year. Notice its similarity to the chart on the right.�  

 
 

 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 

 
These illustrations give a different perspective of the market environment in a way the headlines 
generally don’t.  We feel the investment environment in 2008 will have many opportunities for profit, 
and we will be at the controls steering you through the market ups and downs that lay ahead.  
 
We appreciate the trust you place in us.  At Rhoads Lucca we work very hard to deliver the best 
management possible and it is our desire that you sleep well knowing our hands are on the controls of 
your portfolio smoothing out the ride.  
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Market Insights  
By Dave Lucca 

 

 

As the market declined during the past few days, it has been approaching a region of solid previous 
support going back to August 2007. This region on the NASDAQ would fall between 2,400 and 
2,450.  There have also been an increase of stocks reaching new 52 week lows - a sign of market 
bottoms. On Wednesday, January 9th, the combined new lows poked above 1,300 for the first time 
since last August. Back then, the market was putting in a bottom and new lows rose to 1,470. Well, 
here we are back in that range on the NASDAQ and new lows are rising as they did back then. Our 
expectation is that this means the market is putting in another bottom to rally from. If this turns out 
to be true, we believe you will see two things:  

First, a rather powerful bounce. The danger of getting out when you see the market drop into this 
zone is that you get out and miss the easy money bounce back up! We don't want to move into cash 
completely and then miss that bounce.  

Second, when you see the market bounce upwards, it won't be a straight line. There will also be 
some down days mixed in with the good. Those down days tell us quite a bit. If they are smaller in 
magnitude than the up days, that is positive and means the rally will likely continue.  

There is another scenario and we might as well talk about it.  We don't expect it, obviously, but if the 
market goes below this support zone, you will see us sell and move to cash - likely 100% cash. 
Again, we don't believe the odds favor this.  It is darn disconcerting for the average investor to watch 
the market go down. We've never gotten to the point where we always feel comfortable with that 
either, but it is part of our job to carry out our responsibilities even when we are uncomfortable on a 
human level. No doubt there is some parallel to this in your own profession.  

The bottom line is that declines will always be a part of investing in every market - stocks, real 
estate, cattle futures, etc. It is the nature of markets. As investors, we keep a sharp eye on risk. We 
also keep the other eye on opportunity. Sometimes the market surprises us no matter what we do.  

If you need some hand holding or talk time during the current decline, give one of us a call - that's 
why we are here.  

 
 
 

 

Notice: Tax Info Reporting Schedule 
We will be mailing Capital Gain/Loss Report for 2007 to all clients with taxable accounts in which trades 
occurred in 2007. This form helps you (or your CPA) calculate capital gains and losses for your account.  

Also, please be aware that your year end statement from Fiserv/DATAlynx (showing tax reporting 
information) could be revised as late as March 24, because some mutual funds may reclassify their 
dividends. This is most likely for international funds trying to optimize foreign tax credits. By March 21, 
we will know whether any clients will have late revisions. We will call any clients who are affected.��
 


