Portfolio Manager Commentary:
Second Quarter 2010

The Shortest Distance Between A and B
Based on the market decline of the last few months—not to mention the very difficult road of the
past two years—a growing percentage of investors have had more than enough. The pain and
frustration of continuing to fight the market for little or no return, in combination with the cost of
paying advisors and underperforming managers, has simply become too much. Some investors are
once again ready to capitulate, some want to flee to bonds, and many are thinking, “I just don’t
want to be in the market anymore.”
We understand. Everyone at Niemann shares your frustration, as literally all of us are invested in
Niemann strategies, just like all of you. And the truth is, we’re in a segment of the market cycle
where our performance returns are lackluster. But we think it’s important to understand why.
So in this edition of our Portfolio Manager Commentary for Q2 2010, let’s address the key issues
head on, by considering: A) why we’re all in equities in the first place, B) why we also need risk
management and C) the limitations of any systematic approach to the equity markets.
WHY EQUITIES—WHAT ARE YOUR OPTIONS FOR BUILDING WEALTH?
Retirement plans ultimately are pretty simple: Once you determine how big your portfolio needs to
be for you to enjoy a comfortable retirement—and not outlive your money—the gist of any good
plan is the “roadmap” built to get you from Point A (your starting point) to Point B (the dollar
figure at a certain age) that enables you to smoothly transition out of your career and into
retirement, free of any financial worries along the way.
But what’s the best way to get there? Historically, (and currently) real estate as a means to build
wealth is fraught with problems. Starting and building a successful business that can be sold to
fund retirement is a viable option for only a very few true entrepreneurs. And the third option is
investing in the equity markets. Based on historical data, equities are perhaps the most effective
method of investing and for achieving a yield sufficient to fund retirement.* Equities do require
adequate diversification, but they’re still the best option for the vast majority of investors.
Investing over the long term requires compensating for the pernicious affects of inflation—yet
another advantage to employing equities and also why simply focusing on cash and/or bonds won’t
provide the growth necessary to build your portfolio.
And from that perspective, the reality is that for almost all of us, we need continuous exposure to
the equity markets to afford ourselves the opportunity to generate that retirement nest egg.
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However, history has also shown that to effectively invest in the equity markets, it requires that
you must also effectively manage risk.
MANAGING RISK
While the equity markets may indeed be necessary, they too present certain inescapable
challenges. The equity markets are A) volatile, B) uncertain and C) subject to the effects of many
outside forces (i.e., morphing governmental policies like the passage of new healthcare legislation,
natural disasters like historically huge oil spills and unforeseen events like 9/11).
To negate the effects of the challenges inherent in the market, the successful investor has a plan
to manage these risks. Just as you would not jump out of a plane without a parachute, investing in
the equity markets requires a means of protecting yourself in negative market environments.
That’s the function of risk management.
Our systematic approach to the equity markets (i.e., our analytical process) has been designed to
do just that. Our methodology is also a function of our philosophy—to avoid catastrophic loss of
principal. That’s why we always strive to take the least possible risk in any given market
environment—while seeking the greatest potential return for the risk we take.

THE TRUE NATURE OF A SYSTEMATIC APPROACH
While we pride ourselves on our ability to manage risk, no process is infallible and all “systematic
approaches” to the market’s ups and downs are a series of compromises. To achieve the stated
objective, sacrifices must be made along the way.
The essential key to successful investing is discipline—doing the daily work and sticking to the
methodology, even during the times it isn’t working perfectly. This is what drives Niemann’s longterm performance. Nearly two decades of our history has convinced us that we would be remiss to
change our approach based on the current market environment, even if we are underperforming at
a particular point in time.
In short, all methodologies have drawbacks and underperform under certain market conditions. In
challenging markets like these, our process has uncovered much risk, with little potential reward.
And as a result of managing risk to the best of our ability, there is a lack of reward across many of
our strategies at this time.
This phenomenon is not unique to Niemann: In the current market environment, there’s a lack of
reward everywhere. As stated, every investment strategy gives something up to achieve its
objective. But the inescapable advantage of any such approach is that it forms a “roadmap” (which
achieves the prerequisite of investment success). It enables the investor to stay in the market and
stay the course within his or her long-term plan, and not fall victim to an emotional decision, based
on a short-term view of the market.
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Let’s take a look at a similar point in our history where we lagged the market over the short term.

Apparent Underperformance
October 10, 2002 ‐ June 23, 2003
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No strategy works perfectly in all market environments. There have been other times in the past
where our clients have been uncomfortable and have questioned performance. Yet, it’s the
uncomfortable times (as shown above) that have actually laid the foundation for the next
opportunity.
Consider this analogy of your “journey” to successful retirement: The equity market is essentially a
freeway. Along with most other drivers, you merge on, taking the most expeditious route to reach
your destination (i.e., a fully funded retirement portfolio). On your journey from point A to point
B, there are various obstacles you may face: traffic, a flat tire, an accident.
And whenever these challenges arise, you’re faced with a choice of how best to respond. Do you
muster the patience to endure the slowdown (i.e., stick to your investment plan) until the traffic
clears and you resume full speed toward your goal? Or, do you abandon the freeway and “wait it
out” until you feel as though it’s safe to resume your journey (i.e., exit the market, thereby
abandoning your investment plan)?
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But before you make your decision, remember these facts: A) Eventually, the traffic jam will pass
and you will once again be on a clear path to your investment goal. B) If you surrender to your
impatience and exit, there’s no way to know when to get back on the freeway. C) The traffic flow
will resume, but you won’t be there to move forward with it. Sitting on a side street, you won’t
make any forward progress.
As most of us have learned the hard way, even though it’s frustrating, if not maddening to endure
the temporary delay, staying put ultimately results in reaching your destination as expeditiously
and directly as possible.
Had investors chosen to abandon the market at the point shown in the chart above, they would
have failed to take advantage of the eventual outcome of this particular market cycle, as shown in
the next chart.

The Full Market Cycle
October 10, 2002 ‐ October 11, 2007
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Investors were handsomely rewarded if they had the emotional intelligence to stay the course and
let our methodology do its job. If our clients give us the time to let our process play out, they
gain the opportunity to benefit over a full market cycle.
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As we’ve always maintained, investing is a long-term proposition. Obviously, the longer an investor
stays on plan, the more opportunities the market presents for investment success.

The Big Picture
February 20, 1997 ‐ June 30, 2010
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We believe our long-term track record speaks for itself. But for a client to achieve numbers like
those shown above, they had to remain invested over the long term.
A FEW CLOSING THOUGHTS
We understand where investors are emotionally, based on the market’s current behavior. We also
recognize that everyone’s feeling the pain of “staying the course” in this market environment. But
as we’ve shown above, the sacrifices made along the way actually lay the groundwork for taking
full advantage of the next opportunity, when it comes along. In fact, it is likely that we are much
closer to the Point of Maximum Financial Opportunity than the Point of Maximum Financial Risk.
We fully believe that for all of us who work for a living, the equity markets are still the best
method for building a portfolio that will afford each of us a comfortable retirement. But to achieve
your investment objectives via equities also requires a systematic approach to managing risk in all
market environments. And, an inescapable facet of that approach is maintaining the discipline
necessary to avoid exiting the freeway (read: abandoning the market or violating your plan) before
reaching your destination.
Stay on the freeway.
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*Source: 2010 Dalbar Quantitive Analysis of Investor Behavior Report
Disclosure:
Call your investment advisor today for more information describing how Niemann Capital Management helps add value to clients’ investments. Please
refer to our website for additional performance information, www.ncm.net.
This material is written by Niemann Capital Management, Inc. and is for informational purposes only. The material represents an assessment of the
market environment at a specific point in time and is not intended to be a forecast of future events, or a guarantee of future results. Any opinions
expressed are those of the author and are not necessarily those of the distributing party. The material does not purport to be complete and should
not be used as a primary basis for investment decisions. It should also not be construed as advice meeting the particular investment needs of any
investor. Neither the information presented nor any opinion expressed constitutes a solicitation for the purchase or sale of any security.
Past performance does not guarantee future results. Given the inherent volatility of the securities markets, it should not be assumed that investors
will experience returns, if any, comparable to those shown here. Any stock market transaction can result in either profit or loss. Additionally, the
performance of Niemann’s profiles should also be viewed in the context of the broad market and general economic conditions prevailing during the
periods covered by the performance information. Market and economic conditions could change in the future, producing materially different returns.
Investment strategies may be subject to various types of risk of loss including, but not limited to, market risk, credit risk, interest rate risk and
inflation risk. In addition, strategies with international capabilities are subject to risks including, but not limited to, currency fluctuations, economic
instability and political instability. The foregoing data were prepared by NCM and have not been compiled, reviewed or audited by an independent
accountant. NCM believes that the results were generated with an investment philosophy and methodology that it expects to continue to use, but
future investments will be made under different economic conditions and in different securities. In particular, through April 1, 2010, the
performance shown does not include investment in exchange-traded funds. Performance after that date may include investment in exchangetraded funds and, as a result, may differ materially. The results do not reflect performance in all economic cycles. Please visit us online at
www.ncm.net or call 1-800-622-1626 for current performance information or for a complete list and description of Niemann’s composites.
Performance results are presented net of transaction costs and Niemann’s actual management fees. Niemann’s management fees may vary from
1% to 2.3%. Additionally, mutual funds (including exchange traded funds) and variable annuities (Funds) charge various fees, all of which are
disclosed in the Funds’ prospectuses annually, along with any potential trading restrictions. Such fees are borne by shareholders and are reflected in
the net asset values of the Funds. Some Funds also charge short-term redemption fees and excess transaction fees (Special Fees), that are billed to
shareholders at the time of the event causing the fee. Clients pay these fees in addition to Niemann’s advisory fees. In selecting Funds in which to
invest client assets, Niemann considers the nature and size of the fees charged by the Funds. Niemann selects Funds only if Niemann believes the
Fund’s performance, after all fees, will meet Niemann’s performance standards. Consequently, Niemann may select Funds that have higher or lower
fees than other similar Funds, and that charge Special Fees. When deciding whether to liquidate a Fund position, Niemann will take into
consideration any Special Fees that the Fund may charge. Niemann may decide to sell a Fund position even though it will result in the client being
required to pay Special Fees. In addition, overall performance may be affected by fees charged by the account custodian.
Performance results and comparative benchmarks assume reinvestment of dividends & income. All profiles & reports have been prepared solely
for informational purposes, and are not an offer to buy or sell, or a solicitation of an offer to buy or sell, any security or instrument or to participate
in any particular trading strategy. The composite does not accurately present the performance of any specific account, which depends on investment
timing and weighting, among other factors, that vary from account to account. Each account included in the composite is added after it has been
under active management for at least one full month. A closed account is included through the last full calendar month that it was actively
managed.
Niemann, its affiliates or its employees may have positions in and may affect transactions in securities and instruments mentioned in these profiles
and reports. Some of the investments discussed or recommended may be unsuitable for certain investors depending on their specific investment
objectives and financial position. The benchmarks to which Niemann compares its performance do not represent actual trading.
Niemann is an SEC-registered investment adviser that provides active third-party management for separately managed accounts. Niemann offers
management in a variety of brokerage strategies, as well as variable annuity and variable universal life insurance products. Niemann is not affiliated
with any broker/dealer, and works with multiple broker/dealer channels and their associated financial professionals to distribute its products and
services.Please check with your financial advisor for more details about Niemann and Niemann’s product offerings.
To request a copy of Niemann’s current ADV Part II, and/or Niemann’s Annual Full Disclosure Presentation, please contact Richard West @ 800-6221626 or email compliance@ncm.net. Please contact your financial adviser to request a copy of his/her current ADV Part II and a copy of his/her
broker/dealer’s current applicable disclosure statement.
From time to time, Niemann or its affiliates may make available to associated persons of investment advisers or broker/dealers (each, an
“Associate”) certain communication materials, such as these materials, to be used with an Associate’s clients that the Associate may refer to
Niemann. No such materials may be modified in any manner without Niemann’s prior written consent. If such consent is granted, with respect to
such modified materials, the Associate is solely responsible for complying with any filing or approval requirements of FINRA or any other regulatory
authority or self-regulatory authority to which the Associate may be subject.
The S&P 500 is a widely recognized, unmanaged index of 500 selected stocks, frequently used as a general measure of U.S. Stock Market
Performance. It's heavily weighted toward large-cap stocks and represents about two-thirds of the total market value of all domestic stocks. Returns
include the reinvestment of dividends and capital gains.
Chart Data Source: Online Advisors. This information has been obtained from sources we believe to be reliable, but its accuracy and completeness
are not guaranteed.
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