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Many ot the invest-
ment strategists who
make forecasts fcr the
stock market are g:iddy
about this year
Deutsche Bark makes
even those optimists
seem to be wet blankets.

Deutsche predicts
that by the end of 2011,
the S&P 500 will hit
1.550. up 23 percent
from its 2010 close of
1.257 64. Forecasts of
other big brokerages
range from 1.300 to
1,450.

The bank’s reasons:

* Stocks are attrac-
tive because the S&P
500 is still down 18
percent from its high ot
1.665.15, reached in
October 2007.

¢ Individual investors
have been pulling
money out of bonds and
are starting to put more
into stocks. Deutsche
expects that trend to
cantinue.

* The strategists
expect S&P 500 compa-
nies to earn 25 percent
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Goldman Sachs .0 ! 1,450

JP Morgan Chase 1,425
Barclay's 1,420

Bank of America 1,400
Average forecast 1,393
Credit Suisse 1,350

UBS and Oppenheimer 1,325
CitiGroup 1,300

ross sees
trouble ahead
for Treasurys

1,565.15
O‘ 1,550 +23% from

2010 close

+15%

+13%
+13%

+11%

+11%

+7%

+5%

+3%

Dec. 31, 2010 close . 1,257.64

more this year as the
U.S. economy strength-
ens. The bank predicts
the economy will grow 3
percent in 2011 as
banks lend more and
employers start hinng
more workers.

* History Is on the
market's side. Keith
Parker, an equity strate-
gist at Deutsche, says
the bank's earnings
forecast is typical for the
third year of a presi-
dency, when stocks tend
to do well. Since 1928,
the S&P 500 has aver-
aged a 14 percent gain
in those years.

A caveat: if stocks
start rising sharply and
look like they're going to
prove that Deutsche’s
forecast is right, the
market could become
vuinerable to a big
drop. Barry Knapp, a
Barclay's economist,
warns that bad
economic news could hit
the market hard ~ as it
did in the spring and
summer of 2010.
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Interview with Pacfic tnvestmem Managemenl Co co- founder ' Bill Gross

Bill Gross is s0 bearish about
the U S rond market that his
fund has sold its Treasury bonds
and notes. And his fund is the
~ord’s biggest bond fund, the
PIMCO Totai Return tund, with
5237 billion i assets. He rec-
ommends that other investors
{oilow his fund's example.

Treasury prices are likely 10
take a hard fall when the Fed-
eral Reserve’s bond-buying pro-
gram ends June 30, Gross says.
‘When the Fed stops buying,
who will take their place?” No
foreign country. fund manager of
other investor has the abihity or
desire to replace the Fed's $§75
bilkion in monthly purchases, he
says. It will take a farge jump in
yieids to draw buyers back.

30 Total Meturn by last week
had dumped its bonds and
notes. it stilt has Treasury bills,
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mortgages. and foreign bonds
among its haldings. The fund
can also own stocks.

Yet Gross is also wary about
stocks. The Fed's purchases
have kept interest rates low.
That has helped the S&P 500
nse 22 percent since Chairman
Ben Bernanke dropped hints
about the program 'ast August.
But the Fed's support for the
economy is "artificial,” Gross
says. Take that away and bond
and stock markets “could have a
shock.”

His advice: Look overseas.
Gross recommends companies
like Coca-Cola. It gets about
three-quarters of its revenue
outside the U.S. If you want
bonds, lock for countries that
dont have heavy debt loads like
the U.S.. Brazil. South Korea
and Indonesia.
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Bill Gross is one of the
tounders of Pacific
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Investment Management
Co. and manages its Total
Return fund. Gross is the
closest thing the bond
market has to a celebrity.
Morningstar named him
bond fund manager of the

decade for 2000-09.

PIMCO Total Return (PTTAX)
Assets $237 billlon ¢
Sales charge 3.75%
Expense ratio 0.9%
Min. initial investment $1,000
1-year return ™
3-year return (annualized) 8%
S-year return {annualized) 8%

10-year return (annualized) 7%
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