
“The Coming 2007 Recession” 
 

 
Many of life’s best decisions are not the easy ones to make.  However, I have 
found that when I make a decision I can immediately benefit by it if it proves 
right.  If I discover it’s not working out the way I had hoped for, then I simply 
make an adjustment. 
 
Based on what the markets have done and where they are expected to go, 
now may be a very good time to re-evaluate what you are hoping to 
accomplish in your portfolio and the most efficient and comfortable way of 
getting there. 
 
Contrarian investing is proven to be one of the best strategies for capturing the 
horsepower of the market while minimizing the risk.  This, however, is hard to do 
because you, all by yourself, have to go against the flow.  You have to sell when 
everyone else is buying and buy when others are selling. 
 
Today, the news is bright.  The Dow is at record levels and the market is up from 
10-14% depending on the index you’re tracking.  Most are either planning on 
holding what they have or buying more.  If 2007 and 2008 prove to be declining 
years for the market, then many who are now buying won’t be able to endure 
the pain, and will sell.  In other words, they are reversed the process and bought 
high and sold low.  If you hold a winner long enough, it always becomes a loser.   
There is no such thing as a permanently excellent company or industry.  Wouldn’t 
it be nice to lock in the gains you’ve made this year and still benefit by next years 
market if it goes up, and if it doesn’t, to not lose any of your gains or principal. 
 
When will the market only go up?  If you are ever going to position yourself to be 
able to capture the market’s gains and still benefit by the following year’s 
performance, when would be the best time to do this? 
 
Now may be just that time!   Consider the following: 
 
The positions being taken by leading economist Tucker-Hart Adams, U.S. Bank, 
The New York Times, Fortune Magazine, George Soros, The Center for Economic 
and Policy Research, Mary Ann Bartels; research analyst at Merrill Lynch, and 
Barron’s are concerning. 
 
Headlines are now reading, “This Party May End Before It Starts;” “Housing Freefall 
Turning Into a Meltdown;” “Recession:  The Stage Is Set;” “George Soros Predicts 
A U.S. Recession In 2007;” “An Economy On The Precipice.” 
I don’t know if they’re right, but combined the aforementioned offer some pretty 
compelling evidence.  In the first quarter of 2006, the GDP growth rate was 5.6%.  
By the end of the third quarter, it had fallen to 1.6%.  The economy is slowing.  We 
have not seen GDP below 2% for almost 5 years.  Whenever new housing permits 
fall 10-20% like they have done, it has most often preceded a recession.  The 
major domestic automakers have announced double-digit production declines 
for the third quarter, which is predicted to deepen in 2007.  It appears the 



Federal Reserve has finished raising interest rates.  Trading volume has shrunk – 
something that often precedes stock prices falling. 
 
George Soros said, “The slowing U.S. housing market would be the factor that 
finally tripped the economy into a recession in 2007.”  The Center for Economic 
and Policy Research went on to say, “The collapse of the housing bubble will 
throw the economy into a recession, and quite likely a severe recession.” 
 
The rising value of homes in recent years has created more than $5 trillion in 
home equity, which many consumers have tapped into by taking a home equity 
loan to finance everything from new kitchens to college tuition.  With property 
values falling and bankruptcies at record levels, this “free cash” will no longer be 
available to help drive our economy.  Fortune magazine’s November 13th, 2006 
issue says, if home equity loans fall to 2001 levels, it would pull $300 billion from 
the economy, which would have the same impact as a barrel of oil jumping by 
an additional $60 dollars over current levels.  Some are predicting the worst 
housing decline in 50 years.  With this decline, home values are expected to fall 
by as much as 10% a year for two to three years. 
 
The popular economist Tucker-Hart Adams in a report created for U.S. Bank titled 
“Unstable Equilibrium” on page six said, “We attach a 75% probability to the 
onset of a recession before 2007 comes to an end.  The economic situation will 
worsen as the year progresses, with the recession spilling over into 2008. 
 
In past recessions, the S&P 500 has declined by an average of 28%.  If we 
experience this typical loss on a portfolio of $500,000, you would see your 
account fall to $360,000.  The average bear market lasts for just 18 months, but 
requires 5.2 years to from which to recover.  This is assuming you don’t need to 
use any of your savings for the 5 years. 
 
Perhaps one of the most compelling documents I have seen is the chart below 
showing the correlation between the National Association of Home Builders and 
the Standard and Poor’s 500. 

 



Since World War II, eight out of the ten times the NAHB index fell, it immediately 
preceding a recession.  The S&P 500 has mirrored the NAHB index with a one-
year lag since 1995.  If the S&P 500 follows the index in 2007, you can see where 
it’s headed. 
 
I want to say again that no one can know in advance the exact direction the 
market will take, how far it will go, and how long it will be there.  My position for 
my clients and myself is I’m not willing to risk one’s life savings if predictions or 
models are wrong.  That is why I appreciate The EIA strategy so much, because 
whether the market is headed up, sideways, or down, we are in a position to 
“profit and protect!” 
 
Please come and learn how you can participate in the market and sleep well at 
night.  I have never lost any principal or credited gains for any of my clients ever 
using the EIA strategy.  
 
I promise your visit will be enjoyable and beneficial for you to hear and 
understand my views, even if you decide to not do business with me.  I want you 
to remember two things, and then I’d be pleased if you would give me a call.  
First, you have no cost or obligation when you visit with me.  Second, you can’t 
get a second opinion from the person who gave you the first.  What you stand to 
lose if you do nothing is your gains made in 2006 and the ability to earn future 
returns on those gains should they be lost.  Let me show you how to lock in your 
present values, receive a guaranteed 13.96% for the next year, while we weather 
the storm, and sleep well at night. 
 


