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As I write this, I am watching spring happen right in front of my eyes. Mary 
and I have a home in East Texas. I look out the windows down a hill to the 
lake and witness the rebirth of the woods. Sometimes winters are so long and 
cold we forget that all things are reborn with the return of warm air and the 

rain of early spring. The seasons are 
the cycles of nature. I have watched 
this annual transformation for 65 
years and have a sense of wonder as flowers begin to 
grow and the fragrances fill the air again. 
 
It occurs to me that the markets are a lot like the 
seasons.  Markets also have cycles.  Stocks go up and 
stocks go down, but over the long run the overall 
progress of markets is very positive.  

     
The problem is that it was not as smooth as the yearly chart below makes it look. On a day by 
day basis the ride can be very bumpy, look at the S&P on the weekly chart. Our goal at Rhoads 
Lucca is to have your money in the market when the odds are in your favor and in alternative 
investments or cash when the odds are against you. We are playing defense and trying to make 
your ride smooth. We work every market day to accomplish this goal for you. When you see 
market corrections like there have been in the last few weeks, rest assured we are doing a 
defensive job to protect your investments. 
 
       (Last 5 years S&P500 yearly chart)                                 (Last 5 years S&P weekly chart)                                  

 
 
Relax and enjoy Spring.  Take a walk and smell the roses knowing that your money is being 
managed every day thru the cycles of the market. We are here to serve you and appreciate your 
trust.  
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Market Insights 
By Peter Mauthe 

 
 These past few weeks in the markets have certainly kept the evening news busy!  Shanghai, 
sub-prime lenders, mortgage defaults, and on and on. The end result has been a volatile market. Fortunately, we 
anticipated the volatility and are holding large cash positions in the model portfolios. What you see on the news is 
not what is happening to your money. 
  

So far, the S&P 500, has dropped about 5% in the past 2 weeks and we expect some more of the same. The 
good news is that this correction is likely just a correction and not a long bear market. Short term corrections of 5% 
to 10% are common in the stock market. The volatility and decline we see happening today will set up the future 
gains in your portfolio, so ultimately this is good news.  

 
 The graph below shows the S&P 500 index with its 200 day moving average and below that is the trend 
indicator we monitor (specifically, the MACD). We believe this is a typical correction and if it is, we should see the 
S&P 500 move below its 200 day moving average and form a bottom in the shaded area in April or May. The 
MACD trend indicator is rapidly approaching the over sold zone which is where this indicator generally gets prior to 
the low in a correction is reached. Our plan is to hold our cash positions until our indicators suggest the bottom is at 
hand and it is time to reinvest. 
 
 Once the correction concludes we think it is very likely that the market will begin a new advance that will 
take the popular averages up 10% to 14% by year end. This could take the S&P 500 back up to the level of the all 
time high reached in early 2000. 

 
 Remember, we do not manage money based on predictions, but we do monitor the markets every day and 
make portfolio changes as needed in order to keep the allocation aligned with what the market is doing. So, if the 
market unfolds as I have outlined above we are fully prepared for its future behavior. If the market does something 
different, we will make the needed portfolio changes to keep the portfolios properly positioned. 

Form ADV-I and ADV-II Available  

As always, the current version of Form ADV-II is available to you on request. This is the document we file with the 
Securities and Exchange Commission (SEC) as Registered Investment Advisors. Please let us know if you would like a 
copy.  ADV-I and ADV-II may also be viewed as Adobe Acrobat .pdf documents from our website at 
www.rhoadslucca.com.  In addition, you may also view our Proxy Voting Policies and Procedures and our Code of 
Ethics and Privacy Policy on our website, or you may request to have a copy mailed to you. 


