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Calling the Play

We know that this time of year brings many
mixed emotions to the sports enthusiast in us all. It
marks the end of the football season; however, it
also means that basketball is heating up and will
soon reach full swing. And while you might be
saddened to see another year in the NFL come to
an end, we would imagine that many are looking to
what the rest of the year has in store. So far this
year the financial markets have not been very
reassuring for investors; however, just like the
sports seasons change, so do the financial
markets. While this occurs a little less predictably,
the market does rotate from periods of high risk, to
periods of low risk, and as painful as corrections
can be, it does often create relatively low risk
opportunities in the equities market.

One of the main indicators that we focus
on for an indication of overall market risk, and thus
what strategies are most applicable today, is the
NYSE Bullish Percent. This indicator gives us an
idea of where risk in the market stands, as well as
whether risk is rising or falling. In the end this
effectively guides us toward knowing when the
best time to run offensive plays is, and when the
best time to run defensive plays is. Coming into
this year, this indicator suggested that we should
have the defensive team on the field, focusing
upon wealth preservation as opposed to wealth
accumulation. By doing this we were able to
reduce the volatility in your portfolio to help
weather the storm that usurped much of the
month of January in the financial markets. There
were a number of different ways that we were able
to accomplish this task, such as trimming
positions, setting stop loss points, and raising cash
levels to name just a few. All of these steps are
consistent with our defensive philosophy. If you
would like to discuss the actions that were taken
to reduce the risk and volatility in your portfolio
during the first part of this year we would be happy
to discuss them with you.

Now, the same indicator that told us to focus
on wealth preservation for the latter part of 2007
has given us a positive ray of light in this market to
once again suggest we begin using that offensive
playbook once more. Below you will see a graphic of
the NYSE Bullish Percent, and you will see a column
of O’s that dictates a defensive posture to us, and
when the chart is in X’s we know that our odds of
success are greater with an offensive posture. After
seeing this indicator get into historically low levels
(i.e. low risk), we have seen a reversal back into a
column of X's suggesting that the offensive team is
back on the field and there are buying opportunities
in the market. The end result is that our focus is now
upon wealth accumulation strategies across
portfolios, as few opportunities to buy equities at
these risk levels are seen.
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Set Stops in Short/nverse Positions
Take Profits in Shortflrverse Positions
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Buy ETFs to Gain Market Exposure
Buy Technically Strong Stocks
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Consider Covered Writing with olatility
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This comes at a time when there is negative
news all over the major media outlets. Everywhere
you turn, from your local nightly news programs to
the newsstand, it seems that the worst is yet to
come.




For instance, the latest Newsweek magazine
cover showed a long road with a title of “Road to
Recession” on it, and The Economist came out with
a headline that says “It's rough out there,” showing
an image of the man attempting to weather a
massive rain storm that is beginning to hit. It is these
types of images and headlines that send the masses
into a frenzy, making it very difficult to begin
stepping back into the market. However, one thing
that we have seen is that we expect to see the most
negative news at market bottoms, when our
indicators are at such low levels. Where were those
covers when the Dow Jones was nearly 2,000 points
higher? Where were those covers when we began
lowering our exposure to the market? For instance,
back at the market bottom in 2002 we saw
magazine covers like the one from BusinessWeek
that said “THE ANGRY MARKET” in big, bold red
letters, and the cover had a picture of a big grizzly
bear growling. We utilize technical indicators to avoid

these types
of headlines
and news
effect the
way that we
manage risk
in your
portfolio,
other than
to provide a
contrary
indicator

Market Sentiment

that is. The
truth of the matter is the markets are forward
looking, and by the time a recession is officially
declared, most often the markets have already putin
a bottom and begun looking for the next growth
phase.

Typically, market conditions like this come
around only once every three-four years, and they
generally offer great buying opportunities in the
market. For instance, there were conditions like this
in October of 1998 when the market was putting in a
bottom and again in October 2002.

There is no way to know how this market is
going to play out in the future, or how orderly this
bottom will be, but we are led to believe that offense

While we do not try and predict what the markets are\ -
going to do; we do know that trying to play offense
with defensive players will not produce the type of
results we are looking for. Therefore, we are putting
away the defensive playbook and pulling out the
offensive playbook.

This is the type of action that we will begin
taking in your account in order to accumulate wealth
while the market is supporting higher prices. For
instance, we will be reducing the defensive positions
we had on coming into the year, which will effectively
increase the equity exposure in this offensive
market. Also, since we had an increased level of
cash during the defensive market environment we
will begin employing some of this cash back into the
equity markets in the places that are showing
strength.

What are the markets going to do over the
coming weeks? We wish we knew the answer to that,
but we don't anymore have that answer than we do
to the question of who is going to win the Super Bowl
next season, or the Final Four this year. Going to
defense in December helped us avoid many of the
major potholes in the market, and set us up nicely to
take advantage of a market with much greater value
and much lower risk. We will be actively reviewing all
client accounts to make sure that your portfolios are
positioned in a wealth accumulation or offensive
mode. If you have any specific concerns you would
like to address, including individual strategies, we
are here to discuss them with you. And, if you know
of anyone who can benefit from this type of coaching
in their portfolios, we always appreciate referrals.

Thank you for your business and support,

Envision Asset Management

18101 Von Karman Ave, Third Floor
Irvine, CA 92612

(949) 797 0050
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is the right course of action here.




