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The Osbon Minute

Pessimism is the new black — the latest fashion

It 1s hard to recall a time when investor pessimism has been more in vogue
than it is today. Yes, there is plenty of bad news to go around — imploding
European economies, slipping US job growth, record deficits, and fears of a
dreaded double dip. What’s worse, even good news is being interpreted as
bad. Record corporate cash of $10 trillion is seen as corporate timidity,
rather than prudent deleveraging. Many efforts to sustain economic
expansion are seen as too late, too slow, too tepid, too fleeting. You’d think
it was 1937 again. Is all this gloom really justified, and what’s it mean for
investors?

Let’s face it: doom is nigh. Unless it’s not. Perhaps the most humbling
reality of investing is that it is impossible to know what will happen next.
The economic recovery and equity markets may surge ahead tomorrow or
wallow for months. Pessimism may be justified, or just plain wrong. Trying
to decide which, and adjusting holdings accordingly is, unfortunately, a
guessing game. History suggests that market turning points — up or down —
often come when least expected and have limited connection with the
headline news.

We don’t predict. We plan.

While investors may be tempted to jump in or out of different securities or
asset classes based on unknowable and uncontrollable future events, we
suggest focusing on what can be controlled — asset class mix, diversification,
expenses, and taxes. These elements matter in all seasons, and especially in
turbulent times.

Rather than buying an entirely new investment wardrobe every time the
forecast changes, we suggest creating an all-season portfolio that offers
some level of comfort and protection no matter what happens next week or
month in Washington, in Greece, or at the Fed. Your portfolio should be
designed based not on the nightly news or the commentary of hedge fund
managers on CNBC, but on your own goals and priorities and the level of
risk that allows you to sleep at night.
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Pessimism may be popular, but that doesn’t make it right. Anything can
happen — great, horrible, or indifferent. Expecting the worst makes no more
sense than counting on miracles, and neither perspective is a strategy.
Turbulent markets can be frustrating, but they also provide a strong
incentive to evaluate how well-suited your portfolio is to your long term
priorities.

July 13, 2010

Read more: More Quick Q&As from Osbon Capital Management

Next time: Beware faux diversification.

Contact: John Osbon 617-217-2772 josbon@osboncapital.com

Visit: www.osboncapital.com

Osbon Capital Management, LLC ("Osbon") is an SEC registered investment adviser with its principal
place of business in the Commonwealth of Massachusetts. Osbon and its representatives are in compliance
with the current notice filing requirements imposed upon registered investment advisers by those states in
which Osbon maintains clients.

This Q&A contains general information that is not suitable for everyone and should not be construed as
personalized investment advice. Any historical data presented herein are for informational purposes only
and do not reflect actual client accounts.

Past performance is no guarantee of future results. There is no guarantee that the views and opinions
expressed in this Q&A will come to pass. Investing in the stock market involves gains and losses and may
not be suitable for all investors. Information presented herein is subject to change without notice and
should not be considered as a solicitation to buy or sell any security. It is not possible to make an
investment directly in an index.

For additional information about Osbon, including fees and services, send for our disclosure statement as
set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully
before you invest or send money. For information pertaining to the registration status of Osbon, please
contact Osbon or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).



