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A potential income source Main Street is ignoring 

Source: Investment Company Institute, 2011 Investment Company Fact Book, Trends in Mutual Fund Investing, December 2012. Morningstar EnCorr. 
Past performance is no guarantee of future results. It is not possible to invest directly in an index. Index performance is not meant to represent that  
of any Fidelity mutual fund. 

Equity fund flows vs S&P 500,® growth of $10,000, 1996–2012 
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Because they have been  

frozen in the headlines 

Once again many have been missing 
investment opportunities 

Why are investors staying away? 
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Investors are still concerned about equities 

Source: Federal Reserve Board, Empirical Research Partners Analysis as of 12/31/2012. 

U.S. households: bond and cash-equivalent holdings as a share of 
discretionary financial assets, 1952 through 2012 
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Investors are still impaired by their most recent experience 

Dow Jones Industrial Average month-end closing price 

Source: Morningstar Direct, 6/30/13. Past performance is no guarantee of future results. 
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Who can blame them? World headlines can be frightening. 
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Economic headlines are equally unsettling 
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Difficult to be a successful investor 

Successful investing is a 
logical, disciplined process 
• Individual investors are 
  emotional 
 – Fear vs. greed 
 

Greed leads to bubbles 
• Fear can extend sell-off 

Successful investors 
recognizes that styles  
and asset classes go in  
and out of favor 
• Individual investors tend  

to believe that current 
conditions will last forever 

Successful investing requires  
a long-term outlook 
• Individual investors tend to 
  be short-term oriented 
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Whatever is happening now will last forever 

Expectations: 

80% don’t believe a 30% decline  
will happen in the next decade 

75% believe the next decade will  
provide returns equal to – or greater  
than – those of the past decade (S&P 
returned 18.05 annualized) 

* Survey of 1,016 mutual fund investors, conducted by Louis Harris & Associates for Liberty Financial, cited in Forbes magazine, April 7, 1997. 

Lou Harris  
April 1997  
survey results* 
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Long-running bull market fueled investor expectations 
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Source: Morningstar Direct, 6/30/13. Past performance is no guarantee of future results. 
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Frequency of declines increased over the past 13 years 

Equity market is represented by the S&P 500 Index. Source: "Is Loss Aversion Causing Investors to Shun Equities?" Fidelity Investments (AART), 2/1/13. 
See index definition on Important Information page. Past performance is no guarantee of future results. It is not possible to invest directly in an index. 

During the past 13 years, the equity market had more days of  
>2% declines than the prior 53-year period 

0 % 

5 % 

1 0 % 

1 5 % 

2 0 % 

2 5 % 

3 0 % 

3 5 % 

1947–1999 
174 Days 

2000–
2012 

179 Days 

’28 ’34 ’40 ’46 ’52 ’58 ’64 ’70 ’76 ’82 ’88 ’94 ’00 ’06 ’12 

PERCENTAGE OF DOWN TRADING DAYS PER CALENDAR YEAR THAT DECLINED MORE THAN 2% 



12  

Lou Harris  
April 1997  
survey results* 

Some things never change 

* Survey of 1,016 mutual fund investors, conducted by Louis Harris & Associates for Liberty Financial, cited in Forbes magazine, April 7, 1997. 

Q. When would investors sell? 

A. 11% would sell if the market fell 10% 
 42% would sell if the market fell 25% 
 
Q. When would investors buy? 
A. Only 20% would buy after a 20% decline 

Today, many investors are still 
reluctant to reenter the equity market 
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Past mistakes 

• In 1981, most investors ignored 30-year bonds yielding 15% 

• Why? Short-term rates over 18% 

• Expectation that they would go higher 

RESULT 
Many missed best bond market in history 
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From The New York Times, © September 11, 1981. The New York Times all rights reserved. Used by permission and protected by the Copyright Laws 
of the United States. The printing, copying, redistribution, or retransmission of the Material without express written permission is prohibited. 
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In the fall of 2002, investors still reeling 
from the tech bubble missed  

another opportunity. 

BUT it wasn’t their fault. 

Even the experts missed it! 
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From USA Today, © October 10, 2002. USA Today all rights reserved. Used by permission and protected by the Copyright Laws of the United 
States. The printing, copying, redistribution, or retransmission of the Material without express written permission is prohibited. 
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Fear magnifies what can go wrong 

Fear ignores positive possibilities 

What should investors do? 

“The only thing we have to 
fear is fear itself.” 

FDR said: 

While investors should consider their options and risk tolerance carefully, they should also weigh the consequences  
of possibly missing out on long-term returns by trying to time down markets and sitting on the sidelines. 
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Because here we go again 

Investors fear they've 
seen this before 
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Are we becoming Japan? 

• Have we seen this before? 

• Can we learn lessons from the Japanese experience? 

• Nikkei hits all-time high in November 1989 (38,900) 

• Japanese real estate bubble collapses after hitting  
a high of $93,000 a square foot (1989–1992) 

• Government props up banks and companies 

• When population growth hits 0 

• Deficit grows to 240% of GDP (12/31/10) 

• Aging population and longevity  
threaten retirement systems 

• Nikkei finishes 2012 at 10,395 
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We have much in common with Japan 

• Real estate bubble 

• Aging population 

• Government subsidizing  
banks and industry 

• Entitlements facing collapse 

– But there are significant  
differences 
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America the beautiful 

• Work ethic 

• Resilience 

• Innovation/Ingenuity/ 
Risk profile 

• Intellectual and  
financial magnet 

• Competitiveness 

• Flexibility/Choice/Mobility 

• Universities 

• Diversity (ideas, people, 
immigrants) 
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Stock prices have tended to follow earnings 

Dividends have contributed significantly 
to total equity returns 

In the meantime, where is the opportunity? 

Housing Bubble to Housing Shortage 

There are rules that can’t be ignored 

Impact of global competition 



24  

Improving U.S. housing market 

Source: National Association of Realtors, Census Bureau, Haver Analytics, Fidelity Investments (AART) through December 2012. 
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Housing activity has large multiplier effect across economy 

For illustrative purposes only. Source: Fidelity Investments (AART). 

Transactions 
• Banks 
• Attorneys & appraisers 
• Title & mortgage insurers 
• Realtors 

Household durables 
• Furnishings 
• Carpeting & flooring 
• Appliances 

New homes 
• Homebuilders & 
  construction workers 
• Timber & building materials 
• Land sales 
 

Existing homes 
• Remodeling & renovation 
• Building materials 
• Contractors 
• Electrical & mechanical 
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’92 ’90 ’94 ’96 ’98 ’00 ’02 ’04 ’06 ’08 ’10 ’12 

In 2011, the United States exported more petroleum  
products than it imported for the first time since 1949.2 

28% increase in U.S. oil production by 20181 

U.S. may overtake Saudi Arabia as the world’s largest oil producer2 
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Rising crude oil production 

1. Source: U. S. Energy Information Administration as of March 2012.  2. Projected Saudi production using total OPEC estimates, multiplied by assumed constant 
percentage of Saudi production (37%). Saudi Arabian forecasts inferred from PIRA OPEC forecasts.  
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Source: ISI; data as of 12/31/2012. 

Low-cost energy production benefits U.S. manufacturing 

Low relative gas prices make U.S. cost-competitive for energy-intensive  
industries such as chemicals, paper, metals, and mining. 

NATURAL GAS PRICES FOR MANUFACTURING 
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• Google  
• Honda  
• Jacobs  
• Marinetek  
• Maserati  
• Master Lock  
• Michelin  

U.S. real, effective unit labor costs down 33% since Q1 2002 

Companies drawn by competitive labor costs  
and low energy prices 

• Airbus  
• Caterpillar  
• Coleman  
• Continental  
• Electrolux  
• Element  
  Electronics  

• Nissan  
• Norfolk Southern  
• Otis Elevator  
• Rolls-Royce  
• Siemens  
• Stanley Furniture  

• Starbucks 
• Toyota  
• Volkswagen  
• Whirlpool 

U.S. manufacturing can boost jobs and capital spending 

Stocks mentioned are not necessarily holdings invested by FMR LLC.  
References to specific companies should not be construed as a recommendation or investment advice. Statements and opinions are subject to change at any time,  
based on market and other conditions. Manufacturing labor costs adjusted by the change in the real, effective exchange rates.  
Source: Organization for Economic Cooperation and Development (OECD), Bank for International Settlements, Haver Anyalytics, FAM (AART) through 12/31/12. 
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Anna, OH 
• 2,400 employed 
• 4- and 6-cylinder engines 

Lincoln, AL 
• 4,000 employed 
• Odyssey, Pilot, Ridgeline,  
  Acura MDX, V6 engines 

Greensburg, IN 
• 2,000 employed 
• Civic 

“Honda Revs Up Outside Japan”  
            – THE WALL STREET JOURNAL, 12/21/2011 

Marysville, OH 
• 4,200 employed 
• Accord, Acura TL, Acura RDX 

East Liberty, OH 
• 2,400 employed 
• CR-V, Accord Crosstour 

U.S. manufacturing recovery 

Source: The Wall Street Journal, Honda, OICA, 12/2011. 
Company mentioned is not necessarily a holding invested in by FMR LLC. 
References to specific companies should not be construed as a recommendation or investment advice. Statements and opinions are subject to change at any time, 
based on market and other conditions. 
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Fundamentals look good 

• Strong U.S. corporate  
sector 

• Inexpensive U.S. stock 
valuations 
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It’s time to talk about equities 

Equities poised for today’s market 

U.S catalysts  
for growth 

Positive  
fundamentals 

Range of  
investments  
for varying  

client needs 

For more information on investing in Fidelity U.S.  
equity mutual funds, talk to your advisor or visit 
advisor.fidelity.com/equities. 
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Is the next leg turning up? 

The statement above should not be viewed as a projection or a guarantee of future market performance. Investors should always make investment decisions 
based upon their own goals, time horizon, and tolerance for risk. 
* Stocks are represented by the total return of the S&P 500 Index, which includes reinvestment of dividends and interest income. These figures are the return 
averages from January 1926 through July 2012 (time period based on availability of historic data). Source: "U.S. Equities: Light at the End of the Tunnel," Fidelity 
Investments (AART), September 2012. 

REAL 
(Inflation-adjusted)  
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9.8% 

U.S. equities annual average returns, 1926–2012 

Although there are no 
guarantees, Fidelity 
experts believe that stock 
returns could approach 
their historic averages 
over the next 5 to 10  
years, based on current 
valuations and the 
recent strength of the 
corporate sector.* 
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Helping you look forward 

Equity funds that match your needs 

NEED 

APPROACH 

MARKET 
PARTICIPATION 

Generate income 
 
 
 
Dividend and income 
 
Focus on dividends 
and non-bond  
income sources 

Provide growth  
potential and  
inflation protection 
 
Earnings growth 
 
Focus on stable 
earnings growth 

Build long-term 
wealth 
 
 
Aggressive growth 
 
Focus on  
maximizing 
growth potential 

Investing involves risk, including risk of loss.  Investment decisions should be based on an individual's own goals, time horizon, and tolerance for risk. 
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Look into U.S. equities and get back to your future 

1. National Association of Realtors, Census Bureau, Haver Analytics, Fidelity Investments (AART) through September 2012. 2. U.S. Energy Information 
Administration as of March 2012. 3. Boston Consulting Group, March 22, 2012. 

What should propel stocks during the next decade? 

Rising energy production 

Home inventories are down  
52% since peaking in 2010.1 

In 2011, the United States 
exported more petroleum  
products than it imported  
for the first time since 1949.2 
 

 

U.S. manufacturing is expected  
to create 2–3 million jobs over  
the next decade.3 
 

Improving housing market Manufacturing renaissance 
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Summary 

Investors don’t plan to fail but 
they often fail to plan 

Emotional investing and knee-jerk 
reactions to short-term events  
can be hazardous to your wealth 

A well-thought-out plan with a trusted  
advisor can help you weather market cycles 
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Not NCUA or NCUSIF insured. May lose value. No credit union guarantee.  
Past performance is no guarantee of future results 
Stock markets, especially foreign markets, are volatile and can decline significantly in response to adverse issuer, political, regulatory, market, or 
economic developments. Foreign securities are subject to interest rate, currency exchange rate, economic, and political risks. 
In general the bond market is volatile, and fixed-income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice 
versa. This effect is usually more pronounced for longer-term securities.) Fixed-income securities also carry inflation, credit, and default risks for both 
issuers and counterparties. Unlike individual bonds, most bond funds do not have a maturity date, so holding them until maturity to avoid losses caused 
by price volatility is not possible. Lower-quality bonds can be more volatile and have greater risk of default than higher-quality bonds. Changes in real 
estate values or economic downturns can have a significant negative effect on issuers in the real estate industry. Diversification does not ensure a 
profit or guarantee against a loss. 
The views expressed in this presentation reflect those of the speaker only and do not necessarily represent the views of Fidelity or any other person  
in the Fidelity organization. Any such views are subject to change at any time based upon market or other conditions, and Fidelity disclaims any 
responsibility to update such views. These views may not be relied on as investment advice and, because investment decisions for a Fidelity fund  
are based on numerous factors, may not be relied on as an indication of trading intent on behalf of any Fidelity fund. 
Dow Jones Industrial Average (DJIA) is an unmanaged average of common stocks composed of major industrial companies and assumes 
reinvestment of dividends. 
Standard & Poor's 500 Index (S&P 500) is an unmanaged market capitalization-weighted index of 500 widely held U.S. stocks and includes 
reinvestment of dividends. 
All indices are unmanaged and assume the reinvestment of all distributions. It is not possible to invest directly in an index. 
Third-party trademarks and service marks are the property of their respective owners. 
All other trademarks and service marks are the property of FMR LLC or an affiliated company. 
Investing involves risk, including risk of loss. The value of your investment will fluctuate over time and you may gain or lose money.  

Before investing, consider the funds’ investment objectives, risks, charges, and expenses. Contact your investment 
professional or visit advisor.fidelity.com for a prospectus or, if available, a summary prospectus containing this 
information. Read it carefully. 

Important information 
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