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Most broad stock indexes were quiet in December, capping a very strong fourth quarter, reversing much 
of the damage inflicted during the third quarter, when stock indexes suffered losses ranging from -14% to 
-20%. The summary is below:

Market Scoreboard
December 4th Qtr December 4th Qtr

S&P 500 (large stocks) 1.00% 11.80% Lipper Interm Govt Index 0.20% 1.80%
S&P 400 (midcaps) -0.40% 13.00% Lipper High Yield Fund Index 2.30% 5.60%
Russell 2000 (small 
stocks) 0.70% 15.50% Lipper Gold Fund Index -13.20% -5.70%
Russell 3000 (broad 
market) 0.80% 12.10% Lipper Real Estate Index 4.30% 14.70%
EAFE (foreign stocks) -1.00% 2.90%

All numbers cited above and below are total return, with the exception of the EAFE. Interest rates fell in 
December, but were virtually unchanged for the quarter ending December 31. The 10-year Treasury 
Note went from 1.92% to 1.87% while the 30-year Treasury Bond fell in yield from 2.92% to 2.89%. Both 
figures are near 60-year lows. Below are the total returns for the full year ending December 31, 2011 for 
the above indexes, ranked best to worst:

Lipper Intermediate Govt Index              9.8%
Lipper Real Estate Index                       7.6%
Lipper High Yield Fund Index                2.8%
S&P 500 Index                                       2.1%
Russell 3000                                          1.0%
S&P 400                                                -1.7%
Russell 2000                                        -4.2%
EAFE                                                  -14.8%
Lipper Gold Fund Index                       -20.9%

The Evidence
A number of our technical stock market risk models have turned positive since our last email update in 
mid-December, and the overall evidence is currently just north of neutral. A look at the cycle composite 
from Ned Davis Research suggests limited upside in the first quarter, with danger to follow. See the chart 
below.



Since the summer of 2010, the actual market has been following the cycles pretty closely, but that was 
not the case in the fall of 2009, when cycles called for a downturn, and stocks continued to move up.
Cycles are not part of our methodology, but they can be helpful in framing the context of the current 
environment. Currently, the biggest risk for stocks in our view is whether or not we are about to enter a 
recession. At present, the data presented by John Hussman strongly implies recession risk, but I should 
note a well researched piece by Dwaine van Vuuren recently published with pretty rigorous data draws a 
very different conclusion. The outcome is certainly important, since a recession would likely result in a -
20 to -30% drop in stocks. Better economic news, on the other hand, could lead to a potentially “decent” 
2012.

Rather than BET one way or the other, we are OK with the uncertainty of not knowing, and are positioned 
in accordance with our models, with a bit of leeway towards a negative outcome at the moment. With the 
S&P 500 closing today at 1294, pretty much on the top of its 21-day moving average channel with 3% 
upper and lower bands, this is not a place where the probabilities favor strong additional gains. When 
they have taken place from such levels, they’ve been reversed rather quickly in a matter of weeks. At 
present, we are looking to increase our tactical exposure on weakness, rather than strength.

Where We Stand
Quite a bit has taken place since our December 16 update. First, our high yield bond tactical model 
turned bullish and we switched to an over-weight position in that area on December 23. One of the two 
models for Loomis Sayles Bond Fund also switched back to positive, so we went to a nearly fully invested 
position in that fund on December 28. Our real estate model, which tracks the IYR (Dow Jones Real 
Estate Index), flipped back to a BUY on January 6, so on January 9 we purchased positions in the IYR at 
56.67 along with the PIMCO Real Estate Real Return Fund in smaller accounts. The model had turned 
negative on September 2 when we sold IYR positions at 54.48. Tactical equity allocations are between 
39% and 44%, and as long as our stock market models remain the same or improve, we are looking to 
move exposure to the mid-50% range on weakness.



Performance
Below is the performance, net of management fees, of three real-time portfolios we are tracking. These 
represent a majority of the strategies we are using in client accounts, but not all. The differences are 
mainly attributed to risk (example—moderate allocation versus conservative allocation or aggressive) and 
account size. The numbers are for the one year period ended December 31, 2011.

Type of Account/Strategy                                       YTD              Benchmark
TABR Moderate Risk Account                                 - 4.08%                +1.28%*
TABR Conservative Risk Account                             - 1.01%                +3.37%**
TABR Bond Account                                               +4.35%                +7.57%***
Vanguard Total Stock Index                                                                  +0.96%
Vanguard Total International Stock Index                                               -14.56%
Vanguard Total Bond Index                                                                  +7.57%
*consists of 45% Vanguard Total Stock Index, 15% Vanguard Total International Stock Index and 40% 
Vanguard Total Bond Index
**consists of 30% Vanguard Total Stock Index, 10% Vanguard Total International Stock Index and 60% 
Vanguard Total Bond Index
***Vanguard Total Bond Index
Returns shown are net of management fees, and include reinvested dividends

Despite taking substantially less risk than a fully-invested portfolio, you can see we suffered modest 
losses in 2011 except for our bond strategies. When stocks rebounded in the 4th quarter, our portfolio’s 
did not. Sometimes, this is the price we pay for being different, as trends were hard to come by during 
the year. A much more detailed breakdown will be conveyed in our quarterly print newsletter, where 
you’ll see our report card in all areas. Just know that we are always committed to preserving capital in 
poor environments and earning reasonable returns in good environments. At present, we consider the 
overall environment to be 
rather mixed. Here’s to a more productive 2012.

Bob Kargenian, CMT
President

TABR Capital Management
Phone 714-704-9180
website: www.tabr.net

TABR Capital Management, LLC("TABR") is an SEC registered investment advisor with its principal place 
of business in the state of California. TABR and its representatives are in compliance with the current 
registration and notice filing requirements imposed upon registered investment advisors by those states in 
which TABR maintains clients. TABR may only transact business in those states in which it is notice filed, 
or qualifies for an exemption or exclusion from notice filing requirements.

This newsletter is limited to the dissemination of general information pertaining to our investment 
advisory/management services. Any subsequent, direct communication by TABR with a prospective 
client shall be conducted by a representative that is either registered or qualifies for an exemption or 
exclusion from registration in the state where the prospective client resides. For information pertaining to 
the registration status of TABR, please contact TABR or refer to the Investment Advisor Disclosure web 
site(www.adviserinfo.sec.gov.).



For additional information about TABR, including fees and services, send for our disclosure statement as 
set forth on Form ADV from us using the contact information herein. Please read the disclosure 
statement carefully before you invest or send money.

The results of TABR's Model Portfolios are net of actual fees deducted from client accounts and include 
the reinvestment of dividends and other earnings. Comparison of the TABR Model Portfolios to other 
indices is for illustrative purposes only and the volatility of the indices used for comparison may be 
materially different from the volatility of the TABR Model Portfolios due to varying degrees of 
diversification and/or other factors. The returns noted of various market indices include reinvested 
dividends unless otherwise noted.

Past performance of the TABR Model Portfolios may not be indicative of future results and the 
performance of a specific individual client account may vary substantially from the model results above in
part because client accounts may be allocated among several portfolios. Different types of investments 
involve varying degrees of risk, and there can be no assurance that any specific investment will be 
profitable.

This newsletter contains general information that is not suitable for everyone. The information contained 
herein should not be construed as personalized investment advice. There is no guarantee that the views 
and opinions expressed in this newsletter 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.


