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+ We have recently updated our website!
The new features include a shorter
URL! You can now visit us at
www.harboradvisory.com. Take a look
and let us know your feedback.

Jack De Gan continues to make news
with his regular guest appearances on
CNBC's top rated financial shows
"Squawk Box" and "Closing Bell." If
you missed him nationally you can see
him on Closing Bell show on
Wednesday, October 22nd,
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THOUGHTS ON THE ECONOMY

We now see the recessionary levels of economic activity persisting all
year and getting significantly worse. It will be a prolonged, deep
recession, probably lasting through the end of next year.

The Treasury and the Federal Reserve continue to pull out all the
stops to address the credit crisis with almost no effect to date. This is
very disconcerting. Although these measures were late in coming they
are very significant. Measures such as flooding the financial system
with liquidity, lending to corporations, increasing deposit insurance,
nationalizing or merging out of existence financial institutions and even
setting up a massive facility to purchase troubled assets have done
little to ease credit conditions.

Unemployment has risen and jobs have been lost every month this
year, and layoffs will increase significantly in the months ahead.
Consumer spending will slow as job losses mount and that will lead to
slower business spending, inventory liquidation, and lower corporate
earnings.

Cyclical weakness of this magnitude does have some positive side
effects; lessened demand for energy is reducing oil prices which are
important as we head into the heating season. Moderating inflation will
allow the Federal Reserve to continue lowering borrowing costs which
will eventually help home prices and help restart purchases of cars and
other durables.

We are in economic times last seen in the 1930’s which will require
extraordinary government action and which will have unintended and
probably negative consequences in future years. Our economy is
cyclical however, and economic hard times purge excesses that
created the weakness and pave the way for renewed economic growth
in the future.

Recoveries follow recessions, (even depressions) as night follows day.
It has never paid to bet against the U.S. economy over the long-term.
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Nod to the ubiquitous disclaimer:
While we’re not infrequently, and
always quite accurately, accused of
being of strong opinion — we want to
let the reader know we’ve been wrong
before, we will be again, but please
don'’t hold it against us. The forward
looking parts of the letter are the best
efforts of fallible humans working at
Harbor Advisory.

OUR VIEW OF THE FINANCIAL MARKETS

After beginning the process of tiptoeing back into the equity market late
this summer, we are now, again, raising our defensive posture.

We were feeling more confident this summer as it appeared Secretary
Paulson had finally woken up to our nation’s financial difficulties and was
taking decisive action. This confidence melted away as heroic measures
by the Treasury and the Fed produced no noticeable improvement in
credit conditions. We have, therefore, reduced our equity exposure again
by 20 — 25% and intend to park those monies in investment grade
corporate bonds which are a great value as a result of the credit crisis.
We will maintain this posture until we see some improvement in credit
conditions or until we believe the stock market has adequately discounted
the very weak economic conditions we expect in the months ahead. We
will watch the economy and financial market conditions closely for any
indication we should again be adding to equity holdings.

We have been decisive in our actions to protect our clients’ assets and
will continue to act as necessary. We remain committed to the tenants of
long-term investing and the compounding power of equities and will
increase exposure when we feel it is appropriate.

INVENTORY YOUR CREDIT

The “interesting times” we are living through can have unexpected
consequences. It's important to focus on issues that may seem less
important than watching the asset sides of our personal balance sheets.
Many of our clients have home equity lines of credit (HELOC)s. Many
don’t use these lines at all or only as an emergency measure, which is
usually the best course of action.

If however, you expect or know that you will be needing to draw upon
your Home Equity Line of Credit for a foreseeable purpose or bridge loan,
you should be aware that you may get a surprise.

We understand that some banks are unilaterally notifying clients that any
portion of the HELOC that has not been drawn upon is retracted. This has
been happening without warning and has absolutely nothing to do with the
individual, their credit rating or ability to pay. Some banks are making
blanket retractions of HELOC's in entire geographic areas as a means of
reducing risk. It is simply a sign of the times. Credit is no longer king....




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /ENU (Use these settings to create PDF documents with higher image resolution for improved printing quality. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




