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Stock market volatility and bad news from the housing market have headlined through-out the 
fall, stirring up worry amongst investors, consumers, and government officials.  The situation 
right now is like a multi-act play with a mysterious plot.  We have seen the first few acts, 
enough to give us a sense of foreboding.  Banks are announcing huge write-offs and people are 
losing their houses.  The Federal Reserve has lowered interest rates in an effort to stave off  
recession.  Treasury Secretary Henry Paulson has prodded large banks into cooperating with the 
goal of restoring order in the credit markets.  These actions highlight risks in the U.S. economy 
and signal a likely path to slower growth. 

How will investment portfolios respond to the current situation and possible future scenarios?  
So far, while stock values have given us whiplash, other investments have quietly gained in 
value.  Foreign bonds benefited from the falling U.S. dollar.  Inflation linked assets also rose.  
High grade corporate and government bond prices climbed as investors fled to safety.  And 
emerging market stocks continued an unprecedented winning streak.  Portfolios with these  
assets rode through the high drama with relative ease.  Headwater portfolios generally have 
these investments.  In fact, we recently published an article in the Almanac of Indexing 
(December edition) evaluating various real return investments. 

To read our research article, Real Return Strategy Using ETFs, and see additional charts and  
information about the previous quarter in our Quarterly Review & Outlook, please visit the 
Archive section of our website.   
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Index Score-Card 

QUARTERLY RETURNS 
   3RD      4TH  
 

S&P 500:  2.03% -2.66% 

Russell 2000: -3.09% -4.52% 

Lehman Aggr.:  2.84%  2.71% 

MSCI EAFE:  2.18%    .51% 

FTSE NAREIT:  2.59% -8.05% 

Commodities:  6.24%    .09% 
 

3RD Quarter for the period ending 
9/30/07 

4TH Quarter-to-date for period 
ending 11/30/07 

MARKET UP-DATE 

HEADWATER INVESTMENT CONSULTING, INC. 

INVESTING WITH DISCIPLINE 

Disclaimer:   Opinions and views expressed in this newsletter are solely those of the author and are subject to change based on market and other conditions. These materials, including 
the mention of individual securities and mutual funds, are provided for informational purposes only and should not be used or construed as a recommendation or solicitation to buy or 
sell any security, fund or sector. Neither Headwater Investment Consulting, Inc. nor any of its data or content providers (such as Morningstar and Dimensional Fund Advisors) shall be 
liable for any errors in the content, or for any actions taken in reliance thereon. All data provided by Headwater Investment Consulting, Inc. is based solely upon research information 
provided by third parties.  Headwater Investment Consulting, Inc. has not reviewed, and in no way endorses the validity of such data. Headwater Investment Consulting, Inc. shall not be 
liable for any actions taken in reliance thereon. As with all investment decisions, please do your own due diligence. 
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TEL:  503-565-2100 

FAX: 503-565-2101 

info@headwater-ic.com 

 
2290 SW 2nd, Suite A 

McMinnville, OR 97128 
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