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…Let’s just state the obvious: the world remains a risky place despite the all-time low levels recorded
lately on the volatility index. The worrisome items facing investors (and society) never seem to get
more benign, do they? One day it is the impending blow-out of interest rates, the next is an imminent
attack on a middle-eastern country. Yet strangely the market has continued to rise to all-time highs and
seemingly masks anything and everything that historically has imperiled confidence and earnings
potential.
Why? We think that the answer is fairly intuitive. Of course, the perceived inability of the Federal
Reserve to tighten credit, or retreat from its accommodation, is ostensibly the primary factor underlying
the current global investment thesis. The Fed is all in, keeping rates far lower than they would
otherwise be without intervention, and speculation in liquid larger-capitalization stocks has surged.
Lofty valuations are of little importance under this scenario, so long as banks’ trading desks have large
reserves over deposits, and mutual funds have continued capital inflows. I suppose, in the banks’ case,
they figure it is much easier (and less risky) to flip a 100+ times earnings stock than it is to loan the
money into the real economy assuming a multi-decade payback in a rising-rate environment. As we all
know, increasing loan activity is the backbone of a constructive economy and a bright future, but it can
simultaneously light the fuse of inflation (because lending money exponentially increases the supply of
money in the economy.) So, given the choice between creating price inflation in the economy, or
fomenting financial-asset inflation, the banks (and the market in general) have chosen the latter. Not
surprisingly, since that is the path of least resistance, years of purchasing long-term treasuries and
mortgage-backed securities at $85-billion per month has yet to meaningfully increase output or
employment. All we have to show for our tax dollars at work thus far is an amped up price-to-earnings
multiple on the S&P. Since, the “means” have not yet accomplished the Fed’s “end” of spurring
economic growth, it looks like the game will continue.
DISCLAIMER
Any information contained in this report should not be considered a complete analysis of every material
fact with respect to any company, industry, or security. Any and all investments discussed herein may
not be suitable for all investors, and may be subject to a high degree of risk. For this and other reasons,
Investment Partners Asset Management (“IPAM”) does not recommend that investors buy or sell any of
the securities mentioned in this report. Furthermore, there is no certainty, and we make no guarantee,
that any views expressed herein or strategy discussed in this report may be executable in an appropriate
size or amount and/or at the prices described herein. Moreover, although the information contained
herein has been obtained from sources believed to be reliable, its accuracy and completeness cannot be
guaranteed. Investment Partners Group and/or its affiliates (including but not limited to IPAM) may
effect transactions, including transactions contrary to any views expressed herein for themselves or
their clients (including but not limited to pooled investment vehicles managed by IPAM, and/or their
affiliates).

Furthermore, Investment Partners Group and/or its affiliates (including but not limited to IPAM) may
have positions in the securities mentioned herein, (or options with respect thereto) and may also have
performed investment banking services for the issuers of such securities. In addition, employees of
Investment Partners Group and/or its affiliates (including but not limited to IPAM) their families and
other affiliated persons, may have positions and effect transactions, including transactions contrary to
any views expressed herein, in the securities or options of the issuers mentioned herein and may serve
as directors of such issuers.

FORWARD LOOKING STATEMENTS
This discussion and analysis contains certain forward-looking statements and projections that involve a
number of risks and uncertainties. Actual events or results may differ materially from the expectations
and projections of the Managing Member. Past performance does not guarantee future results. Market
and other risks may affect actual results achieved.
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