9785 Towne Centre Drive
San Diego, CA 92121-1968
One Beacon Street, 22nd Floor
Boston, MA 02108-3106

June 4, 2012
Dear Valued Investor:
Almost like an uncontrollable allergic reaction rather than rational thought, the stock market reacted to spring
with another sneeze. This year marks the third in a row where the S&P 500 experienced a greater-than-10%
decline, a move often referred to as a “correction,” beginning in April. In the previous two years, the volatility
and unease lasted into the summer months, and we believe that this is the case again this year.
The stock market is correcting, but it is not collapsing. In late March 2012, the same indicators that
foreshadowed the corrections in prior years warned of the high likelihood of a Spring Slide beginning in
April. However, I believe the market correction will not turn into market chaos and the U.S. stock market
will still likely post an 8 – 12%* gain in 2012.
The current challenges seem daunting enough to prompt individual investors to abandon stocks, as evidenced
by relentless selling of domestic stock mutual funds and exchange-traded funds. Year-to-date, there has been
more selling in 2012 than we experienced in the same timeframe in 2008, according to ICI data. In fact, we
have seen selling in every one of the last 12 months—a new record for investor pessimism. But is this entirely
justified? Is a market collapse inevitable?
A spectacular collapse always seems to have been just around the corner:
 The hazards of the Cold War and the Sputnik-technology gap with the U.S.S.R. preoccupied U.S. investors
in the late 1950s.
 Cultural clashes and the Vietnam War drove anxiety in the 1960s.
 In the 1970s, the energy price shock and the secular shift in manufacturing haunted markets.
 The worriers in the 1980s fixated on fading American strength as the Japanese bought up iconic U.S.
properties and debt soared in corporate America with corporate raiders financing leveraged buyouts with
junk bonds.
 Geopolitical stresses of terrorism and the first Gulf War in the early 1990s gave way to the emerging
market crises in Mexico and Asia in the mid-1990s and Y2K paranoia as the decade drew to a close.
Present challenges should not be underestimated. However, when compared with the likely real threat of
the current slate of problems, our anxiety seems disproportionately high—perhaps magnified by 24/7 news
coverage. We have learned through past trying times that the worst-case scenario that feels so sure to happen
is also a highly unlikely one. For example, contrary to common fears, the Cold War ended without nuclear

annihilation, the 1960s counter-cultural radicals became Baby Boomers and bought BMWs, inflation was
quickly tamed after the late 1970s and remains so, the world did not run out of oil in the 1980s, the emerging
markets did not disappear and Japan did not come to own all of America by the end of the 1990s, and Y2K
proved to be a non-event on January 1, 2000.
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There is no shortage of current speculation and worst-case scenarios being discussed: Will the Eurozone
fall apart? Will the United States fall off the fiscal cliff? Will the Chinese economy crash after running so
fast for so long? Are we headed toward war with Iran? These questions do lead to anxiety and may not
be definitively answered by the end of the year—or even the end of the decade. However, on the positive
side, the U.S. economy is growing, albeit somewhat sluggishly, and so are corporate profits. Despite
worries, consumers continue to spend with retail sales posting solid growth and housing prices finally
rising once again nationwide. While confidence in policymakers is at a low, hopes will likely rise as the
U.S. elections draw near.
In contrast to the latest crowd of pessimists who envision a spectacular collapse just around the corner,
long experience and extensive financial market analysis suggests to me that though 2012 may be
volatile, it is also unexceptional. Every age has its uncertainties; this age is not any different. When it
comes to investing, success is measured by not only coping with uncertainties, but also viewing them as
opportunities.
As always, please contact your financial advisor with any questions.

Sincerely,

Jeffrey Kleintop, CFA

The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any
individual. To determine which investment(s) may be appropriate for you, consult me prior to investing. All performance referenced is historical and is no
guarantee of future results. All indices are unmanaged and cannot be invested into directly.
The Standard & Poor’s 500 Index is a capitalization-weighted index of 500 stocks designed to measure performance of the broad domestic economy
through changes in the aggregate market value of 500 stocks representing all major industries.
The economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies promoted will be
successful.
* LPL Financial provided this range based on our earnings per share growth estimate for 2012, and a modest expansion in the price-to-earnings ratio.
Please see our Outlook 2012 publication for further information.
This research material has been prepared by LPL Financial.
To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that LPL Financial is not an
affiliate of and makes no representation with respect to such entity.
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