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It is no wonder there are such diverse opinions about the investment outlook in light of the severity 
of last year’s “near death” experience in the global financial system, and then since March the very 
strong recovery in global equity markets. That one should follow the other so quickly may seem 
baffling when we consider that the global economic recovery is still in its infancy and remains fragile; 
Western governments have budget deficits that may well be a legacy for a generation or two to 
come and while many economic indicators are looking slightly rosier, unemployment just continues 
to get worse. It is no wonder that many investors, private and professional alike, are struggling to 
make sense of all this and must feel that they are in the midst of some nasty rerun of a Jekyll and 
Hyde movie.   
 
This is where markets and the global economy have been at odds with each other over the last eight 
months. While equities, commodities and fixed income markets have recovered strongly with prices 
reflecting an expectation of a robust economic recovery, there seems to have been little connection 
between the market behavior and the underlying global economic conditions. Yes, there are growing 
signs that the global economy is gradually gaining a surer footing with a growing list of economic 
data that suggests that the massive amount of liquidity thrown at the global financial system is being 
successful in reflating the global economy and a sharp rebound is likely. Indeed, the world economy 
may well have returned to positive growth with China, Asia and Australia out of recession and 
growing.  While the eventual recovery may be sharp what is less certain is just how strong that 
recovery will be as we move into 2010 and 2011. 
 
While we have a positive view of the global economic outlook, which we will expand on later, we are 
also aware that there will be various tremors along the way, some large and others minor, but each 
has the potential to shake investors’ short-term confidence. We should at least be aware of the 
potential risks that could surface: premature tightening from China stalling the economy that has 
been leading the global recovery; premature tightening of monetary policy from the US or Europe; 
fiscal overstretch - budget deficits that may force governments to tighten their belts prematurely, 
nipping the recovery in the bud; keeping monetary policy loose for too long leading to inflation; 
ongoing problems in the banking system; continuing high unemployment; the re-emergence of 
deflationary pressures; and a commercial property bubble that is only just starting to deflate as 
highlighted recently in Dubai. Many of these almost contradict each other, highlighting that the 
authorities must get their timing right.  
 
The strong equity market recovery has only recovered part of ƭŀǎǘ ȅŜŀǊΩǎ ƭƻǎǎΧΧ 
While the 50% plus recovery off the March lows of this year for a number of the major equity 
markets may appear impressive on the surface, there is more than a suggestion that markets have 
run ahead of themselves somewhat.  Certainly there will be some investors who are no doubt feeling 
more than a little relieved when they look at their equity portfolios today. Many investors were 
staring at losses of 50 - 70% earlier this year with no guarantees that returns were going to improve 
anytime soon. The subsequent market recovery has helped to alleviated some of that pain. In fact 
some investors are no doubt feeling quietly smug at having had the “fortitude” and “good sense” to 
stay in the markets. But let’s not lose sight of the fact that a 50% loss followed by a 50% gain only 
recoups half the loss – a full recovery from a 50% loss requires a 100% gain!  
 
Are the market indices likely to post a gain of a similar amount from here in the short to medium 
term? It’s hard to see as the gains since March have been off a very low market bottom and from 
extreme oversold conditions.  Firstly, there have been question marks over the quality of the stocks 
that have driven the equity market rally - a number of our fund managers have appropriately 
referred to it as the “trash rally”, a reflection of their unattractive underlying fundamentals.   
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Secondly, there are serious question marks over the current high valuation of these stocks with the 
suggestion that a near perfect global economic outcome is needed to justify their current pricing. 
That is also highly unlikely. This suggests that the stocks that have led the market higher may be 
vulnerable to a correction with some impact on the indexes. 
 
¢ƘŜ ǿƻǊƭŘ ǊŜƳŀƛƴǎ ¦{ ŎŜƴǘǊƛŎΧΧ 
Before we move too much further it is worth reiterating that the world remains very US centric with 
global equity markets taking their lead from the performance of the US market. If the US market 
rises so to do all the other markets with the converse true as well. That the Emerging Market 
economies are already recovering while the US economy is not to the same extent highlights the 
perception of the health of the world economy. That China is now the second biggest global 
economy and is growing at over 7% is lost in the attention unleashed on the US. This US centric view 
of the world and the direction of its markets will remain for as long as the US remains the focal point 
in the news – because that is what ultimately determines sentiment. So while we talk about markets 
in a global sense what we are really talking about is the US market and the US economy. 
  
The US dollar / S&P500 ŎƻǊǊŜƭŀǘƛƻƴ ǘǊŀŘŜΧΧ 
There has also been an interesting development over the last eight months of a very high correlation 
between the performance of the US dollar / US S&P500 and all other risk assets including equity 
markets, currencies and commodities. The performance of the S&P500 equity market index is 
working as the proxy for the performance of all other risk assets. If the S&P500 index rises, the US 
dollar goes down and other risk assets like the NZ dollar, by default rise. This is directly correlated to 
the perception of risk. A rising US equity market sees an increase in risk appetite with capital flowing 
to riskier assets like the NZ and Australian dollars. The converse is also true. If the US equity market 
is down, risk aversion rises and money flows back to the safe haven currency, the US dollar.  
 
The recovery since March of US equities has correlated perfectly with the fall in the value of the US 
dollar over the same period. The NZ dollar has been a direct beneficiary of that risk correlation trade, 
if beneficiary is the right word. It has also fed through to the performance of commodities, again if 
equity markets rise there is a perception that global growth will be fine and therefore the demand 
for commodities will increase. The performance of these highly correlated assets ignores the 
underlying fundamentals of each. For the world to ultimately move forward, this “correlation trade” 
needs to break down. We may be starting to see the beginnings of this as we move into December 
as the US equity market has been positive, yet the NZ dollar, oil and other commodities have actually 
fallen.  
 
9ȄǇƭŀƛƴƛƴƎ ǘƘŜ Ǌŀƭƭȅ ƛƴ ŜǉǳƛǘƛŜǎΧΧ 
In our previous letters this year we have highlighted our equity fund managers’ relatively defensive 
stance even in the face of the strong market rally. To understand their rationale for taking such a 
position we must first understand what has been behind the equity market recovery. The earlier 
reference to the “trash” rally is a reflection of the skepticism around the quality of both the rally and 
the stocks that have driven this market higher – stocks that would be a highly leveraged play on a 
strong economic recovery. Surprisingly, it was those very same stocks that suffered the largest falls 
last year – a reflection that their future was deemed to be the most vulnerable to a severe recession 
or depression – primarily financials, retailers and manufacturers. When it became clear that the 
world as we knew it was going to avoid the Armageddon scenario, fund managers quickly bought 
back these stocks; primarily to cover short positions they had in place assuming a negative economic 
outcome in the case of hedge funds, or by investors on a view that these shares were heavily 
oversold. Whichever way one looks at it, share prices jumped quickly and strongly as selling pressure 
was quickly replaced by very strong and unrelenting buying pressure. To exacerbate the situation 
this group of rising stocks also has a heavy weighting in the composition of the main equity market 
indexes so their recovery had the effect of driving the indexes higher even though many of the 
leading quality stocks were not participating in the rally.  
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From the middle of the year onwards we have seen the second phase of the recovery, still in the 
same group of stocks but for quite different reasons. To explain this second phase we also need to 
understand the approach taken by many mutual fund managers who play a significant role in market 
turnover and activity.   
 
While many mutual fund managers both in the US and Europe had managed to minimize the size of 
their losses last year by increasing their cash holdings and owning quality “defensive” stocks, most 
missed the rally as they continued to believe that this approach was the most appropriate strategy 
even in the face of recovering market indices.  From late in the second quarter that strategy began 
to have a negative impact on their performance relative to their equity market benchmark. As we 
know only too well, for managers running money where performance relative to an index 
determines whether you keep or lose institutional money, the need to own the performing stocks 
regardless of quality becomes a matter of retaining clients or not. This saw many mutual fund 
managers being forced to rotate out of high quality but underperforming defensive stocks, to cyclical 
overvalued momentum stocks for no other reason than relative performance. How dumb is that! 
 
There have been other factors that left our fund managers less convinced about the rally. As we 
have already intimated there has been a general lack of breadth of stocks participating in the market 
recovery.   
Secondly, the market volume of transactions has until recently been lower than usual.  This tends to 
suggest that there hasn’t been a flood of new money coming back into the market; rather we are 
seeing investors’ managers churning existing invested money.   
Thirdly, most of the cash that fled to the safety of the sidelines still remains in cash. For all the 
market recovery and the unattractive zero interest return from cash there has been minimal “new” 
money coming back into the market. If anything we are only just finally seeing an end to the 
redemption outflows from mutual and hedge funds. This is reinforced by the following chart that 
shows that US cash deposits are still at elevated levels relative to the last 10 years. If the long-term 
trend of cash holdings represents around 25-30% of the capitalisation of the US equity market index 
as measured by the Wilshire 5000, then today’s level of 75% suggests that investor confidence has 
not recovered sufficiently to allow them to retreat from cash and go back into the market. It is our 
understanding that much of the cash that has been invested has surprisingly found its way into the 
“perceived” safety of low yielding bonds. 
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aŀƴŀƎŜǊ ǇƻǎƛǘƛƻƴƛƴƎ Ƙŀǎ ōŜŜƴ ŎŀǳǘƛƻǳǎΧΧ 
For portfolios the poor underlying fundamentals of this strong market recovery explain why most of 
our underlying equity managers have taken a relatively cautious approach since March. Rather than 
jumping on the bandwagon and trying to play the momentum of the rising stocks they have stuck to 
their disciplines and invested some of their capital in attractive under-valued quality stocks where 
there is strong management and cash flow. Collectively we look at each manager’s exposure and 
what their weighting within the portfolio is and therefore what contribution each makes to the 
overall portfolio exposure. The net exposures have hovered around 40% since the last market 
commentary and have only risen gradually since March as the systemic financial market risk 
dissipated. As this 40% is the average exposure over the portfolio, naturally some managers have 
been more aggressive than others.  
 
We have been very comfortable with this net exposure through the last eight months since the 
markets began recovering, recognition of our view of just how fragile economies and ultimately 
markets have been following the crisis of last year. Even with this defensive stance, portfolios have 
managed to deliver over 14% for the first 11 months of the year; achieved with a very low level of 
risk. This low risk approach is highlighted in the following chart that shows the portfolio return 
versus the world share market index (MSCI) in NZ dollars since the beginning of this year. With a 
gradually improving economic backdrop, stabilisation of the equity markets over the last two 
months and markets beginning to respond to the underlying fundamentals, we would expect to see 
exposures increase as we move towards the end of the year. 
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We are looking for more markŜǘ ŜȄǇƻǎǳǊŜ ƎƻƛƴƎ ƛƴǘƻ нлмлΧΦΦ 
While we are not expecting a strong economic recovery, there are a number of very positive reasons 
for wanting more equity market exposure - and this increased equity exposure is not to the equity 
market indexes as we are unsure of their path, rather, this is more than ever about the stocks you 
own and the stocks that you don’t! 
 
As shown in the chart above, cash levels remain large, a reflection that capital preservation after last 
year is still foremost in many retail investor’s minds. At the moment a zero return on their cash 
holdings seems preferable to the risk of higher returns in the equity markets. In time this risk 
aversion will decline as investors’ are forced to take on higher risk to generate some sort of return 
on their capital. That is likely to occur once investors can see clear evidence that the global economy 
has recovered, and as we all know, markets move before the numbers confirm the economic 
conditions. 
 
Secondly, global equity markets appear to have finally moved into a period of stabilisation, halting 
the headlong rush higher over the last eight months. In doing so they have also avoided the big 
correction that many market commentators had been anticipating once the rally finally ran out of 
steam and we headed into the traditionally difficult month for markets of October.  
 
Thirdly, businesses are in particularly good health, primarily because they have not carried 
significant debt into the crisis last year having not needed to borrow heavily in the preceding years 
to fund capacity expansion or engage in merger and acquisition activity. This is a reflection of the 
issues that businesses had to face in the late 1990s when they had borrowed heavily to fund 
acquisitions and had overinvested in additional capacity putting balance sheets under pressure 
during the tech bust in early 2000.  Low interest rates and ample liquidity in the new millennium 
gave businesses the opportunity to aggressively restructure their borrowings and reduce debt. 
Having finally manoeuvered themselves into a much stronger balance sheet position they were 
reluctant to chase the cheap money that was around prior to 2007.  
 
As an aside, the over borrowing has been heavily concentrated in the household sector where 
excessive borrowing was used to fuel consumption and an overinvestment in housing. This is the 
complete opposite of 1987 for those who can still remember that far back, where it was businesses 
that were heavily leveraged and suffered in the following years, whereas households were not and 
that ultimately led to the consumer led economic recovery in the early 1990s. 
 
The potential real surprise will be US profitsΧΧ 
Underpinning this positive equity market view is the potential surprise of much stronger than 
expected US profits. Businesses have been squarely focused on preserving profitability having used 
the sharp downturn last year to slash costs, especially labour. Due to the severity of the economic 
correction, the usual roadblocks to reducing staff, unions, were in no position to fight for their 
members, which has been reflected in the sharp increase in the unemployment rate – and not just in 
the US. Businesses are now running lean and hungry enterprises with strong cash flows where any 
increase in revenues will be directly translated to the profit line. While many commentators have 
expressed the view that this cost cutting will have a one-off short-term benefit, they miss the critical 
point. Businesses will be able to hold off increasing overheads for quite some time only adding staff 
if and when they are so stretched due to an increased workload that it is absolutely necessary to do 
so. This will lead to a very large labour productivity gain for the US economy for some time where 
profits should exceed market expectations.  
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±ŀƭǳŀǘƛƻƴǎ ƛƴ Ƴŀƴȅ ǎǘƻŎƪǎ ŀǊŜ ǎǘƛƭƭ ǾŜǊȅ ŀǘǘǊŀŎǘƛǾŜΧΧ 
There may be validity to the view that the US S&P500 equity index is now fully valued, but this view 
misses two key points. Firstly, those particular stocks that have driven the rally, as discussed earlier, 
are now either overvalued or very overvalued, and have had the effect of distorting the valuation of 
the overall index. In the meantime there are many quality “defensive” stocks such as Coca Cola and 
Proctor & Gamble that have not participated materially over the last nine months and remain 
particularly attractive on any valuation basis. Secondly, this latter group of more “defensive” stocks 
should also be beneficiaries of the profit boom we highlighted in an earlier paragraph. Not only have 
they cut costs, but many of these businesses derive a sizeable portion of their revenues from the 
Emerging Markets where the economic recovery is now well underway. Couple that with a very 
cheap US dollar that inflates overseas earnings and you can see why we are getting excited by their 
profit outlook. 
 
Outside of the US, the Emerging Markets are attractive, especially Asia and specifically China. While 
these markets have also recovered strongly this year along with other markets, they fell far more 
than their Western counterparts. This was purely a result of outflows of capital from Asia to meet 
liquidity requirements elsewhere or to meet redemptions from fund managers. Interestingly Asia 
went into the crisis in particularly good shape so it is not surprising that the region has recovered 
quickly and strongly before other parts of the world. In addition it was China that moved first to 
provide additional liquidity to its economy before anywhere else in the world.  
 
From a valuation perspective you could argue that China has already had its big correction which 
occurred in August with the markets falling over 22% from its peak. That has removed a fair amount 
of the froth that was worrying investors.  Interestingly, our China and Asia focused managers have 
been quite defensive until recently, having felt that the markets had run ahead of themselves. With 
growth looking better in the rest of the world they seem to be prepared to increase exposures on 
the basis that the region will benefit from a recovery in economic growth in the West. 
 
¢ƘŜ ¦{ ŎƻƴǎǳƳŜǊ ǿƛƭƭ ƴƻǘ ǇǊƻǾƛŘŜ ǘƘŜ Ŏŀǘŀƭȅǎǘ ŦƻǊ ŀ ¦{ ŜŎƻƴƻƳƛŎ ǊŜŎƻǾŜǊȅΧΧ 
Many investors and commentators remain skeptical about the quality and sustainability of any 
economic recovery believing that the strong headwinds facing the US consumer will be a severe 
restraint on global growth. There is no doubt that the US consumer is shell shocked from the 
collapse in housing prices and is more focused on reducing debt rather than embarking on a 
renewed spending spree. This perception about consumer led growth stems from the last economic 
downturn following the bursting of the tech bubble when the US consumer ended up being the 
primary driver of the recovery in global economic growth. Basically the US consumed what the rest 
of the world made, albeit in hindsight, heavily funded by debt. 
 
5ǊƛǾŜǊǎ ŦƻǊ ŜŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ ŀǊŜ ƭƛƪŜƭȅ ǘƻ ōŜ ŘƛŦŦŜǊŜƴǘ ǘƘƛǎ ǘƛƳŜΧΧ 
If the US consumer chooses or is forced to sit on the sidelines for a while, at least relative to their 
consumption habits of a few years ago, then what does drive growth from here? As we explored 
above, improving US labour productivity will ultimately lead to higher corporate profitability and 
cash-flows. What this means is that the US economy is transitioning into what is termed a 
deflationary boom where productivity levels increase but costs of production fall leading to 
increased margins and higher profits.  Add to this any increase in top line revenue as the economy 
picks up and you have a direct translation to even better profits.   
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Higher profits, stronger cash flows and the ability to access cheap credit should lead to an economy 
that is driven by a significant uplift in corporate capital expenditure. This will take the form of 
increased merger and acquisition activity, renewed capital investment on research and development 
and new productive capacity in the form of new plant and eventually increased employment. The 
second part of the US recovery should come from the export sector where the low US dollar is 
putting US companies in a very competitive position relative to the rest of the world. It is ironic that 
for the next global economic cycle it may be the US that relies on consumers from the rest of the 
world to buys it’s goods. What a reversal of roles. 
 
9ǾŜƴǘǳŀƭƭȅ ŀ ά±έ ǎƘŀǇŜŘ ǊŜŎƻǾŜǊȅ ŦƻǊ ǘƘŜ Ǝƭƻōŀƭ ŜŎƻƴƻƳȅΧΦΦ 
There is growing evidence that that the eventual global recovery will be “V” shaped, i.e. a sharp fall 
followed by a sharp rebound. We will qualify this statement slightly in that we are still uncertain how 
high or strong the rebound can be for all the issues of the last two years. Yet there is growing 
evidence that the rebound is shaping up as supported in the data in the following chart:  
 

 
 
US unemployment insurance claims have begun to fall sharply. Export orders are rising strongly and 
the US manufacturing index has recovered as shown in the first of the graphs on the accompanying 
chart.  
 
It would also appear that US households have decided to put a temporary halt to deleveraging. This 
is reflected in the fall of the household savings rate accompanied with an improvement in the retail 
sales numbers and rising import volumes. Though these figures may provide the economy with a 
temporary and needed boost, it is very unlikely to alter the view that US households will embark on 
another prolonged spending spree. 
 
Adding further impetus to the global picture are signs that China’s export sector is turning around 
quickly as shown in the bottom chart. This export recovery is also accompanied by import levels that 
are almost back to pre-crisis levels. The improved import levels suggest that the wished for 
consumption driven recovery in China is building nicely. 
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Even Europe, the perennial laggard, is showing signs of a potentially sharp recovery, however there 
is a marked difference between sharp and strong. Germany and France have registered strong 
quarterly GDP growth. Another quarter of positive growth would see these economies officially out 
of recession which at this stage looks likely as the third quarter should be even stronger than the 
second quarter. Couple this with a sharp rebound in both business and consumer confidence and the 
picture brightens further.  
 
But despite the recovery in Germany and France there are still major problems in other parts of the 
Euro region. Spain, Portugal, Ireland, Greece and various ex-Eastern European bloc countries are still 
in the depths of a devastating recession that is nearing depression levels where unemployment is 
above 20% and there is still further pain to come from the unwinding of over-investment and a 
massive property bubble. That aside, Germany and France are the two largest economies by some 
margin and their economic health can only be positive for the rest of the region. 
 
Interest rates will stay low for a while yet ΧΦΦ 
The recovery process appears to be on a predictable track. As this recovery pattern progresses it 
raises some interesting questions about the current interest rate policy settings by Central Banks. 
The biggest risk for the recovery is that the stimulation provided by the low interest rate 
environment is withdrawn too soon, which is what occurred in Japan in the early 1990s and led to 
their long period of poor growth and during the 1930s Great Depression. Certainly the rhetoric 
coming out of the US and the European Central Bank is that they are in no hurry whatsoever to begin 
the process of normalising interest rates. Even our own Central Bank Governor, Allan Bollard has 
poured cold water on any market expectation of any early interest rate rise.   Therefore we would 
adhere to the view that interest rates will not begin to be raised too soon in the major economies of 
Europe and the US. 
 
Yet there will be a point next year when Central Banks do start the interest rate normalisation 
process. It may not necessarily be in response to growing inflationary pressures, but an awareness of 
the need to rebuild ammunition if at some stage in the future there is the need to provide additional 
liquidity into the financial system in response to another financial shock. Right now the US Federal 
Reserve, with interest rates at zero and a massive budget deficit, has little or no maneuverability if 
faced with another financial crisis. There is no shortage of informed market commentators who are 
suggesting US interest rates should now be at 2.5%! This is for the very reasons listed above plus a 
view that the US economy no longer needs such incredibly low interest rates especially now that 
many of the banks have used low interest rates to rebuild their balance sheets rather than passing 
the benefit onto new borrowers.       
 
Investors are naturally nervous about just when Central Banks will begin the process of normalising 
interest rates. Already Australia has raised rates three times over the last few months, only a year 
after the onset of the worst financial crisis that the world has seen since The Great Depression. 
While this may well be a reflection that the Australian economy managed to avoid recession, the 
pace and number of moves would have seemed unimaginable only a few months ago. That markets 
have not reacted to Australia’s move is perhaps more a relief that it proves that the stimulus around 
the world has actually worked. When the larger economies of the US and Europe eventually begin to 
tighten investors will certainly be nervous as this has tended to coincide with poor performance 
from the equity markets in the past. It also reinforces to us that fixed interest is an expensive place 
to be invested now and in the immediate future especially as interest rates are still at historical lows 
and can only rise from here.  
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Deflation remains the concern ƴƻǘ ƛƴŦƭŀǘƛƻƴΧΧ 
While many investors are trying to price inflation into their interest rate expectations (read rising NZ 
mortgage rates) it is persistent deflation that remains the primary concern. Deflation is where you 
have falling prices, no or very low inflation but some economic growth. The reason for many 
investors expecting inflation to reappear is that historically when interest rates are at such low levels 
and Central Banks are pumping liquidity into the global financial system, the result in the past has 
been a buildup of inflation as that excess liquidity has found itself fueling a consumption and 
investment boom. However, this time around the excess liquidity is being used by banks and 
households to repair their balance sheets rather than it being lent and used to fund consumption 
and investment.  
Also, adding to deflationary pressures is the massive amount of surplus capacity around the world as 
production capacity is only running at around 50% utilisation, suggesting that producers will have 
little pricing power. In addition with unemployment rates in the developed world over 10% in many 
places there is excess labour capacity, suggesting that there will be little cost pressure coming from 
wage demands for some time.  
 
This combination of falling inflation and accelerating growth is very powerful for equities and risk 
assets. 
 
tŀǊǘƛƴƎ ǘƘƻǳƎƘǘΧΧ 
Has economic theory, and by default, investment theory suffered a severe set-back after the events 
of last year? It would appear so if the current heated discussions that are surfacing around the world 
by leading economic “intellectuals” are anything to go by. That few economists saw last year’s crisis 
coming is a sign of a deeper malaise – the very possibility of catastrophic failures in the market 
economy could even occur was never considered. The theory has it that markets are efficient and 
naturally self correcting, and the belief that equities and other assets are always priced “just right”. 
That has been severely tested. Yes, most of the time markets are efficient and assets are usually 
priced correctly.  
 
But what happens in those rare “outlier” situations when the markets are no longer efficient and 
assets, such as credit over the last couple of years, were not understood nor priced correctly by the 
market - severe stress on the global financial system and a massive destruction of wealth happened 
to be the outcome.  
 
This has yet again been highlighted to investors with the second significant collapse of over 50% in 
each instance in global equity markets within a decade. While passive index funds may have done 
well through selected periods like the 1990s and from 2003 through to 2006, for the long-term 
investor or the investor who has had the misfortune to miss-time their way into the market (which 
for most investors, professional or not, is an extremely difficult thing to get right) the negative 
returns generated by the market over the last 9 years or so have been appalling.  
 
Even the 50 – 60% recovery off the March 2009 lows only represents a recovery of half the losses 
sustained over the last two years! The accompanying chart highlights just how far markets are below 
their historical highs.  
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This raises some serious questions over the “efficient market” approach to investing, especially 
around “index” or “passive” investing. While in good times or more normal market and economic 
periods the indexes may or may not outperform a more active approach. The destruction of wealth 
in market declines as has been evidenced in 2000 – 2003 and again from October 2007 until March 
of this year, seriously questions the wisdom of such an index approach. This is highlighted further by 
markets today only being back at the same levels as 1998 – 11 years of no return!  


