
Introduction

I think you would be hard pressed to find a financial topic that people are more ignorant of than investing 
in stocks. This series—like a raging bull—is going to disperse many of the myths that have kept people 
in financial darkness and demonstrate why I believe owning individual stocks is a powerful way to build 
wealth over the long run. 

This primer on stocks is more important than we realize. Definitely more important than I first realized. 
As I wrote it, I began to see in a new light just how deep the anti-capitalist, pro-socialist propaganda has 
run. I feel as if I have set foot upon an undiscovered land. I will elaborate on this more in later segments 
and future letters.

Socialists love to destroy everything having to do with the Bible unless they find something in it they 
can twist for political expediency. Recently, California Governor Jerry Brown said the wealthy need to 
pay more in taxes because Jesus said, “to whom much is given, much will be required” (Luke 12:48). 
This verse was taken so ridiculously out of context I will say nothing else about it. The important thing 
is to understand what the Bible does teach on taxes. 

Many Christians are deceived on this matter. There is a Christian financial website that I previously 
posted material on to educate Christians on various topics. Later I stumbled upon a post by its founder 
praising Warren Buffett for his support of tax policy that takes (steals) from the rich and gives to the 
poor (i.e., progressive taxation). The mustard tree is full of Christians being fed by birds and not the 
Word of God.1 When Joseph levied a grain tax in Egypt for Pharoah, he did not require the rich Egyp-
tians to contribute a higher percentage. It was a 20% flat tax—the only fair tax (Genesis 41:34).
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Please note that the socialism I refer to in my letters is a mild strain of Marxist ideology, with 
communism representative of the pure strain. The author writes from the perspective that 
socialism and communism both come from the same demonic source, with the former being 
more restricted by God. In Marxist theory, socialism is a transitional (what the President of the 
United States calls “Change”) social state between the overthrow of capitalism and the realiza-
tion of communism. I recommend the book, Marx & Satan by Richard Wurmbrand for further 
exploration. Reverend Wurmbrand was imprisoned and tortured by communists in Romania for 
14 years. Now why would Satan desire the overthrow of capitalism? Keep reading ...

Capitalism Underlies Stocks

A stock is a share of ownership in a company. Stocks are also commonly referred to as ‘shares’ 
or ‘equities.’  When you buy shares of a company you become an owner—an owner with rights. 
Stocks are traded on markets—the freer the better. These are concepts socialists abhor.

Stocks involve personal (and private) ownership, property rights, and free markets. You will 
not find any of these things in the socialist playbook. As an experiment, go try to find a good 
book on the stock market in the former Soviet Union.

It is important that we recognize the liberal media constantly bombards people with anti-
capitalist propaganda. They love to demonize the stock market. Their own ignorance or outright 
distortions tend to portray it as a casino or a dreaded beast that occasionally devours peoples’ 
savings. Pay attention to this so you are not led astray. Notice that they rarely teach people the 
facts about it. Truth is not part of their agenda. Manipulation, fear, and keeping people in the dark 
are the tools they use to steer the herd towards desired outcomes.

Capital is accumulated resources—tangible (e.g., materials) or intangible (e.g., knowledge)—
suited for the production of more resources. It is not used for selfish consumption, but invested 
for growth. It is a godly concept. Read the following verses and then I will expound.

Verily, verily, I say unto you, Except a corn of wheat fall into the ground and die, 
it abides alone: but if it die, it brings forth much fruit. He that loves his life shall 
lose it; and he that hates his life in this world shall keep it unto life eternal. (John 
12:24-25)

And God said, Behold, I have given you every herb bearing seed, which is upon 
the face of all the earth, and every tree, in the which is the fruit of a tree yielding 
seed; to you it shall be for meat [food]. And to every beast of the earth, and to 
every fowl of the air, and to every thing that creeps upon the earth, wherein there 
is life, I have given every green herb for meat: and it was so. (Genesis 1: 29-30)

Jesus was describing the necessity of self-sacrifice in producing godly fruit. His life was our 
chief example. He was the seed of God sown to harvest the world. Note also, the design of the 
seed. It must die (be sacrificed) to grow into a plant or tree that produces fruit. 

The second passage from Genesis reveals God’s agricultural design, the fruitfulness of which 
feeds man and the animals and keeps naturally reproducing and multiplying. Capital works 
the same way. Hence the financial term, ‘seed capital,’ which is the initial capital used to start a 
business. 
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God’s design for nature and His church is one of multiplication—a continual outpouring of 
the nature within—whether material, like the acorn and oak tree, or spiritual, like the Spirit being 
received (through faith in Christ) after the hearing of the gospel. Very few acorns lead to oak 
trees and very few hearers of the Word bear fruit. In reality, the process for both is usually one of 
upheaval. Just the other day I read of a scientific study in Virginia, that showed how one family of 
blue jays was able to stash away 150,000 acorns from eleven oak trees. Some of these acorns could 
still end up as oak trees, but what a wild ride. Likewise, for the convert to Christ, there are many 
birds of the air. Most will never make it to the fruit bearing stage, however, those who do will see 
production levels of thirty, sixty, and a hundredfold. 

The essential element of both capitalism and Christian conversion is freedom—either in 
the markets or in the soul—in an environment of risk. This is truly where life begins. Thomas 
Jefferson once wrote, “I prefer dangerous freedom over peaceful slavery.” I would rather invest 
my money in risky stocks within a free market then be soothed into a filing cabinet life of State 
handouts administered by the spirit of the antichrist.

Capitalism requires the sacrifice of resources to produce economic growth. From a Biblical 
point of view, capital is the sacrifice of God-given resources (e.g., talents, abilities, and material 
possessions) to produce fruit. Good examples of what exactly these types of  spiritual and mate-
rial “fruit” are would be disciples of Jesus Christ who invest their lives for Him and furniture 
produced from wood, tools, and the know-how to build it. This sacrifice of resources requires 
faith (visible risk-taking), discipline, and hard work. Anyone who has ever started their own 
business understands exactly what I am talking about. Starting True Vine Investments required 
the sacrifice of all the financial resources my wife and I had. It continually requires all these other 
attributes from us. All for a greater good. 

God’s design for multiplication uses the perils of this fallen world to mold and shape an 
output of quality fruit. Capitalism and the businesses that it spawns are constantly battling. Many 
go out of business. Products must be produced with a high level of quality. Employees must be 
rewarded. Innovation must be brought forth. Customers must receive good service. Otherwise, a 
better competitor will win more market share and possibly even force them out of business. The 
battlefield of companies leads to our prosperity, because we enjoy the optimal fruit of competi-
tiveness. Consider Apple (the company), though they have produced much fruit, they must keep 
innovating, otherwise, they too will be overtaken. As long as capitalism is embraced, our society 
will continue to benefit from the technological and productivity advancements it yields. 

The reality of this fallen world and the positive character attributes that capitalism requires are 
an anathema to socialists. Our Marxist President says if you are a small business owner that you 
didn’t build it. What a kick in the face of all truth. Socialists love to frame lies to murder babies, 
justify their theft, and shield people from the light of free markets. Like Judas Iscariot, they use 
the name of Christ for their own agenda and cloak their greed with canned phrases about taking 
care of the poor. Here we come to the essential problem with democracy: the great deceiver rising 
up with enough of his fellow crooks—preying on the sinful nature of man—to seize control and 
make murder and theft law. It seems King Solomon observed the same in his day:

My son, if sinners entice you, consent not. If they say, Come with us, let us lay wait 
for blood, let us lurk privily [ambush] for the innocent without cause [murder of 
innocents]: Let us swallow them up alive as the grave; and whole, as those that go 
down into the pit: we shall find all precious substance, we shall fill our houses with 
spoil [theft]: cast in your lot among us; let us all have one purse [collectivism]... 
(Proverbs 1:10-14) [emphasis mine]
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A review of economic history shows that the prosperity produced by capitalism far exceeds 
that of any other economic design. Famed historian, Niall Ferguson, declared the following in The 
Ascent of Money2:

I myself have learned a great deal in writing this book ... poverty is not the result 
of rapacious financiers exploiting the poor. It has much more to do with the lack 
of financial institutions, with the absence of banks, not their presence. Only 
when borrowers have access to efficient credit networks can they escape from the 
clutches of loan sharks, and only when savers can deposit their money in reliable 
banks can it be channelled from the idle to the industrious or from the rich to the 
poor.

Is this not what God meant went he gave the Jews the following command in their Law:

If you lend money to any of my people that is poor by you, you shalt not be to him 
as an usurer, neither shall you lay upon him usury. (Exodus 22:25)

Usury is an unconscionable or exorbitant rate of interest. God is not saying that debt and 
interest are wrong. He said, “If you lend,” not “do not lend.” His point to the Jews was that they 
shouldn’t take advantage of the poor—those suffering from a lack of capital—by charging them 
outrageous interest to obtain capital. As Professor Ferguson pointed out, these people benefit 
from sound financial institutions. Capitalism is a mechanism for the poor to get ahead.

The liberal media would lead you to believe that capitalism is a system of greed and exploi-
tation. No, man’s sinful nature is the source of greed and exploitation. Capitalism is simply a 
free economic system where people can prosper if they exercise positive character traits. This 
environment also allows for the multiplication of wealth and technologies to be used for the 
unrestricted spreading of the gospel.

Man is created in the image of God. Socialism denigrates man. It is a system of injustice and 
oppression, which ultimately brings out his worst character traits. This is why Satan wants to 
overthrow Capitalism.

Raising Capital

Many small companies just borrow from banks to raise capital. As companies grow larger 
they often decide to go public so they can raise capital from the broader investing public.

The stock market is one avenue where public corporations go to raise capital to finance their 
businesses. Some corporations, mostly smaller ones, are privately owned. Their shares do not 
trade on public stock exchanges. 

The debt markets are another avenue where corporations raise capital by borrowing money 
through selling bonds. A bond is a certificate representing the corporation’s indebtedness.

Corporations primarily raise capital by issuing shares of common stock or issuing debt. 
There are also lesser used, hybrid securities issued to raise money, such as convertible bonds and 
preferred stock. 

Common stock is equity ownership in a corporation. Shareholders own the net worth of 
the company—its assets minus its liabilities. Each share entitles the owner to a portion of the 
company’s earnings and dividends. Shareholders also have a proportionate vote in major manage-
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ment decisions. They elect the board of directors to oversee company business. 
When people talk about ‘stocks’ they are referring to common stocks. There is also a lesser 

used type of stock called preferred stock. Preferred stock represents equity ownership in a corpo-
ration, but preferred shareholders typically do not have voting rights. Preferred shares pay fixed 
quarterly dividends that have to be paid before any to common shareholders, however, they do 
not have the same appreciation potential as common shares.

If a company goes bankrupt, common shareholders get paid last. This is generally not a major 
concern for stock investors, but important to be aware of. The creditors who own the company’s 
debt securities get paid first. Some creditors are more senior than others. Here is a rundown of 
the bankruptcy pecking order:

1. General creditors (e.g., accounts payable)
2. Secured bonds (backed by collateral)
3. Unsecured bonds (not backed by collateral)
4. Preferred stock 
5. Common stock

An important aspect of equity ownership is limited liability. If a company you own shares of 
goes bankrupt you could lose all the money you invested, however, you are not held personally 
liable for company debts in the same way you would be if you owned your own small business. 
This is the beauty of corporate law and why the stock market has been a powerful way for busi-
nesses to raise capital. People can participate in the success of the corporation as owners, however, 
their risk is limited to only the amount they invest.

Investing versus Speculating

When investing in stocks you need to think like an owner, because that is what you are. The 
word investing implies a longer period of time. You probably would not buy a business in your 
local community and sell it a week later. The only logical reason to do that would be if there was a 
sudden rush of buyers willing to pay substantially more than you valued it to be worth. Someone 
who is buying shares of a business and selling them a week or even a few months later on a whim 
or for a small profit is not an investor. They are a speculator or ‘trader.’ I have nothing against this, 
however, I just want to make it clear that this is not investing. 

When you invest in a company you are either doing so with the intention of (1) never selling 
your shares (unless perhaps forced to in financial distress) or (2) selling them in the future at the 
right price. Almost all of us would likely fall into the latter category. If we are going to take an 
ownership position in a company we need to have an idea of how long we are willing to do so and 
at what price we may no longer be willing to do so. People get burnt in the stock market, because 
they do not know their time horizon and they do not evaluate what a company should be priced 
at for them to continue to hold their shares.

I constantly read or hear about people during the 2008-2009 Financial Crisis who lost 30 to 
40% of their retirement account. That is interesting to me. Where did it go? Why did they lose it? 
Not because they had to, but because they had no idea what they were doing and took the wrong 
action. Take note, you never hear this person say anything about buying after such a steep decline, 
when stocks are cheap. They have been programmed to take the wrong actions out of fear and 
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not the right actions in the midst of it. I am always amazed by people who work all their lives to 
someday retire and pay no attention to the assets they were able to save for that end. You would 
think that someone would either make sure they understand what they are doing or hire someone 
who does for something so important. Many people assume that there is this secure box that you 
just put money into each month and when you are ready to retire, gee golly, out it comes. If you 
profess to be a Christian and believe in this “secure box” principle you need a Biblical reality 
check. You must not be following Christ. If you were you would understand that He is the secure 
box and this world holds no guarantees. 

Most people that did nothing with their retirement accounts during the crisis most likely have 
more money in them today. If they kept buying shares of stock funds with each contribution,  
they would have taken advantage of the bargain prices that the 2009 environment handed to 
them. Like a hungry, run away dog that must eventually return home to eat, investment dollars 
flowed back into undervalued stocks to earn the much higher return they could generate. A smart 
investor recognizes that this world is tumultuous and prepares himself to take advantage of it.

Now why did these retirement savers lose? Here is why:

1. They did not know what they even owned. Put simply, they had no idea what they were 
doing. From what I hear and read it appears that the same crowd now thinks they know what 
they are doing, however, they still do not and will lose again.

2. They were not firm in their time horizon and reacted emotionally, most likely induced by 
the wrong information sources. Picture yourself having just bought a new car for $30,000 
with the intention of driving it for 100,000 miles or about 10 years (assuming you drive about 
10,000 miles a year). Over the course of the next month the media keeps airing reports about 
how tires are blowing out on a small portion of new cars purchased that year. You then rush to 
the local used car dealer and sell the car for $20,000. Samuel, from Smart Investors LLC then 
buys the car from the dealer for $21,000 a week later. He holds it for a year, after which time 
he has new tires put on it, and sells it for $29,500 during a period of heightened media focus 
on how much Mitt Romney paid in taxes.

To further expound this point, consider the fictitious case of Nabal, married with 2 children, 
who takes everything he hears or reads from the media at face value. He sold all his 401(k) 
stock funds at the 2009 bottom for a 40% loss. Interestingly enough, that same week his family 
spent the typical $1,000 for the necessities of life. Here are some highlights:

•	 $75 at Exxon Mobil for gas (to commute to work)
•	 $35 at McDonald’s for lunches
•	 $150 AT&T bill
•	 $45 dinner for family at Panera Bread
•	 $50 copay for wife’s medication (manufactured by Pfizer) at CVS Pharmacy
•	 $100 spent at Walmart - purchases included Tide, Cascade, & Puffs (sold by Procter 

& Gamble company) and a case of Diet Pepsi
•	 $395 car payment to Chase
•	 $100 credit card payment to Citibank
•	 $50 at Home Depot for GE lightbulbs, etc.

A detailed accounting showed that 85% of the money they spent that week went to companies 
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whose stocks he just panicked and sold at bargain prices. The media made it look like the 
world was ending, but reality proved to be much different.

3. They did not know how to value what they owned. This reason for failure is a product of the 
first two.

To illustrate, consider the case of Microsoft, an American company everyone is familiar with. 
Table 1 shows the performance of Microsoft stock from June 30, 2008 (their fiscal year end) 
through June 30, 2012. This is a good example because (1) the data begins right before the 
worst of the financial crisis in September 2008, (2) their revenues are sensitive to the broader 
global business climate, and (3) this was a period of fierce competition from Apple. Here was 
a company in 2008 about to enter the “Great Recession” and a global economic slowdown 
with many of their business segments facing competitive headwinds.

              Table 1: Microsoft Stock Fundamentals (June 30, 2008 - June 30, 2012)

Microsoft traded around $25 a share in the summer of 2008. The stock plunged to a low of 
around $16 in early 2009. That is a 36% decline. That is when many, like Nabal, decided to sell. 
They sold at the worst possible time.

An investor who bought Microsoft at $25 during the summer of 2008 and held it through the 
thick of the crisis would have only lost 2% a year later. The following three years they would 
have earned returns of 10.3%, 6.2%, and 13.7%. Not too bad. 

As bad as the 2008-2009 crisis was, Microsoft’s earnings only fell 12% during their fiscal year, 
as their earnings per share went from 1.87 to 1.64. A year later, in mid-2010, their earnings 
per share were 2.11, 13% higher than 2008.

This is a simple example of how a temporary panic can be overblown when looked at from 
a long-term perspective. An investor who would have bought Microsoft shares around the 
$16 low would have had a total return over 90% four years later. If you understand how a 
business earns money and how to value their shares using simple metrics, such as the P/E 
ratio displayed in Table 1, you can take advantage of “sales” at the stock market the same way 
one would at the local mall.
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Figure 1: Microsoft Stock Price Chart (July 1, 2008 - June 30, 2012)

 
Stocks of large, established companies generally trade with P/E ratios ranging between 10 to 
20. At $16 a share, Microsoft’s P/E ratio would have been below 10—a historically low price for 
the stock and a buy signal for those looking to own it. On June 30, 2012, Microsoft still had a 
relatively low P/E ratio of 11. A P/E ratio of 11 means that at that price level, shareholders will 
receive a 9% return on the company’s earnings (100%/11 = 9%). Microsoft paid out almost 
⅓ of this in dividends during their 2012 fiscal year. The remaining ⅔ was reinvested in their 
business. Over the last 3 years, Microsoft stock returned an average of 10% a year, which is 
what I would expect for a company with a P/E ratio in the 10-13 range that has had average 
annual earnings growth of 9% over the last five years. 

Lastly, note that they increased their dividend payment by 84% over the last five years, from 
.43 to .79 cents a share. This is an average annual increase of 17%. This is a great example of 
how the income stream from dividend paying stocks helps protect against inflation.

This simple analysis of Microsoft goes a long way towards demonstrating the actual stability 
of stock investments and the potential for earning decent returns over a longer period of time. 
However, keep in mind that stocks of established businesses are less volatile than those with 
uncertain prospects. If you don’t believe me, ask your friend or coworker who bought shares 
of Facebook. 

The average 401(k) plan usually has multiple funds available that invest in large, established 
companies, most of which pay dividends. Many of these plans also have S&P 500 Index funds. 
Currently, the top ten stocks in the S&P 500, comprising about 21% of the whole, are:

Apple, Inc.
Exxon Mobil Corp
General Electric Co
Microsoft Corp
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Chevron Corp
International Business Machines Corp 
AT&T Inc
Johnson & Johnson
The Procter & Gamble Co
Pfizer Inc

The average person who lost 30-40% of their retirement account was likely dumping shares 
of mutual funds holding these types of companies at the worst possible time—when they had 
the cheapest valuations in decades. Just because some investment banks fail do you think people 
will stop putting gas in their cars, taking medicine, washing their clothes, or using the phone? Of 
course not, but that was essentially the logic behind many investment decisions.

All this ignorance plays right into the hands of the false images of the stock market being a 
“casino” or some other type of gambling arena. You commonly hear people refer to, “playing the 
stock market,” “gambling their money in the stock market,” “risking their retirement in the stock 
market,” etc. These are all popular excuses for being ignorant and fearful. Socialism is like a beast 
that feeds on this. 

We must understand it is a stock market. It is a market. When you go to the grocery store, 
no one forces you to buy anything (except maybe your spouse). Do you want the government to 
force you to buy certain items at certain mandated prices? I think not. Free markets mean there is 
an environment of freedom. For this environment to survive, the population must be committed 
to personal responsibility and education. We cannot have the ignorant, who are often slothful in 
education and personal responsibility, forming a riotous band to steal their retirement from those 
who have been responsible. 

The oppressor takes advantage of man’s sinful nature. When man makes mistakes through 
his own devices, God allows the oppressor to have more influence. Regulations, or restrictions 
on freedom, are allowed. Freedom loses ground. So does the potential for prosperity. If God’s 
laws are not upheld, then sin is further energized in man, leading to more corruption and more 
forceful restrictions. The system that was once free market capitalism is no longer, even though 
that is what it is still called. It then degenerates further under the crushing weight of State oppres-
sion. It is sad. It is also just. 

Man must be (1) made aware of his corrupt nature and the need to repress it through God’s 
law, (2) educated as to the truth on all things, and (3) take the right actions. We now stand at the 
place where the free market has been corrupted by State intervention and collective propaganda. 
Though land mines exist, the stock market is still here. Learning about it and respecting the free 
market system it represents is of great value.

Is the Bear Dead? Don’t ask the Crowd

I was praying one morning in early September and the Holy Spirit showed me a bear tied to 
the base of a tree. It was then shot with an arrow. I have interpreted this to mean that the bear 
market in stocks was tied down and is now dead. I believe we have now begun a new long-term 
bull market in stocks. 

Figure 2 shows the Standard & Poors 500 index over the last twenty years. I have highlighted 
the sideways movement over the last fifteen years with the primary trading range between 800 
and 1400. This came after a twenty year bull market in stocks from 1980 to 2000 (see Figure 3).
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Figure 2: S&P 500 Index over the last 20 years

Figure 3: S&P 500 Index (October 1972 - September 1992)

   Source: Federal Reserve Bank of St. Louis

The bull market from 1980 to 2000 saw the S&P 500 Index rise about 1500%. A 1500% rise 
from the early 2009 low of 666 would take the S&P 500 to about 10,000. This is not a prediction, 
just a comparison for reference. I am also not implying that the bull market will last this long, but 
keep in mind they tend to be a multi-decade phenomena. 
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Unfortunately, I expect this bull run to be marked by a period of higher inflation so even 
though the stock market is higher your shares might not necessarily buy you much more in real 
terms. However, compared to the bond market, which is on 
the cusp of an extended bear market, investors will be much 
better off in stocks. 

There are several catalysts that I expect to power the 
stock market higher over the coming years. Let us look at 
a few.

1. Fed money printing

Shortly after I saw the bear tied to the tree, the Federal 
Reserve (“Fed”) announced that they are going to keep printing money until the unemploy-
ment rates reaches a satisfactory level and then keep on printing more until an economic 
recovery is firmly established. They are currently purchasing $85 billion a month in securi-
ties—$40 billion in mortgage backed securities and $45 billion in U.S. Treasury bonds. This is 
a recipe for higher price inflation. 

Fed policies have injected money into the banking system and suppressed interest rates in 
an attempt to support the economy through lower borrowing costs. Historically low interest 
rates on bank deposits, CDs, money market funds, and treasury bonds have forced investors 
into riskier, income producing assets. Corporate bonds, high yield bonds and dividend paying 
stocks have been popular venues for investment flows to earn a return higher than the rate of 
inflation. In general, Fed policies will continue to be supportive of the stock market. Also, keep 
in mind that as the prices of goods and services rise, so does the nominal value of corporate 
profits, even though they may not necessarily be selling more. Higher nominal profit levels 
supports higher stock prices over time.

2. The U.S. experiences a stronger economic recovery 

This is a scenario that very few are talking about. The financial media has conditioned people to 
be negative and fearful over the last several years and to run for the sell button on every whim. 
Positive economic developments and trends are minimized or neglected in their reporting. 
Much of the financial media is located in and around New York City. The more negative 
economic environment in New York most certainly feeds into their national perspective. Many 
other areas of the country are doing much better. They tend to be the ‘red’ states and not the 
‘blue.’3

At this juncture, I want to introduce a new investing principle, which I will call, “The Laodicean 
Economy.” In my last letter we looked at the Laodicean church period, which we now live in. 
It is the Biblical time period that proceeds the rapture and the second coming of Jesus Christ. 
Jesus described this time, as follows:

And as it was in the days of Noah, so shall it be also in the days of the Son of man. 
They did eat, they drank, they married wives, they were given in marriage, until 
the day that Noah entered in to the ark, and the flood came, and destroyed them 
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all. Likewise also as it was in the days of Lot; they did eat, they drank, they bought, 
they sold, they planted, they builded; but the same day that Lot went out of Sodom 
it rained fire and brimstone from heaven, and destroyed them all. Even thus shall 
it be in the day when the Son of man is revealed. (Luke 17:26-30) 

Biblically, there is no basis to expect global prosperity to cease, prior to the rapture and the 
tribulation period. Laodicea is symbolic of a materially prosperous era. Besides, wealth keeps 
people from serving Christ. It is not a hindrance to the agenda of the god of this world. 

Just as Jesus said people will keep on building ... the real estate market in the U.S. has turned 
around. Housing has never been more affordable with mortgage rates at all time lows. This 
feeds into many other areas of the economy, increasing demand for such things as building 
materials, appliances, and construction jobs.

The U.S. is experiencing a manufacturing renaissance. It is now more cost effective for many 
multinational companies (based both in the U.S. and internationally) to build factories in the 
U.S. to sell to their North American consumer base. More companies are now ready to take the 
plunge and build products in the U.S. Case in point, Apple just annouced that they are going to 
start building some Macs in the United States. There are several reasons for this resurgence in 
U.S. manufacturing. First, Hydraulic Fracturing (‘Hydro-Fracking’ or ‘Fracking’) has unleashed 
an upsurge in U.S. energy production, which has dramatically reduced energy costs for facto-
ries. Second, U.S. wage growth has been stagnant, while wages in China have been increasing. 
Lastly, and probably the most important factor in coming years, the declining value of the U.S. 
dollar will make goods produced in the U.S. cheaper for foreigners. This will lead to increased 
demand for U.S. made goods.

Figure 4: Total Assets of all Commercial Banks (note: loans are assets for banks)

Source: Federal Reserve
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The U.S. economy thrives on credit growth, which has been consistently rebounding (although 
not yet robustly) since early 2011 (see Figure 4). When banks lend more, the amount of money 
in the economy increases and so does the demand for goods and services after it is put to work. 
Historically, growth in the U.S. economy has been more aligned with credit growth than fiscal 
policy components, such as taxes and government spending (the current focus of many market 
commentators). Put another way, economic growth can continue, despite higher taxes and less 
government spending, if there is enough credit creation from financial institutions. Commercial 
and industrial loans—those made to businesses—are increasing at a much faster rate (see 
Figure 5). I expect this increased lending to businesses to translate into stronger economic data 
in the coming months. I have been telling my clients this all year, only to see the stock market 
continue to move higher as credit growth has not slowed down. 

Figure 5: Commercial and Industrial Loans of All Commercial Banks

Source: Federal Reserve

3. The “crowd” is not in stocks

One of the best indicators I know for predicting future market direction is the “crowd.” The 
crowd in the financial markets is the majority of investors driven by fear, gread, anxiety, igno-
rance, misinformation, faulty academic theories or some combination thereof. Since March 
2009, the investing public has withdrawn $138 billion from stock funds and put $1 trillion into 
bond funds. They are moving in the exact opposite direction they should be. They have been 
selling stocks low and buying bonds high. The overriding reason for these flows is psychological. 
These investment flows support my thesis that we are in the early stages of a longer term bull 
market. Owning an asset class that is suffering from widespread negative sentiment is often a 
great place to be. You buy a neglected asset at a low price and wait for the crowd to come in and 
drive prices higher.
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My good friend and Christian artist, John Brown, recently emailed me a copy of a painting he 
completed called “Wandering.” When I looked at it. I immediately saw the crowd—the mass 
of humanity driven by every voice but God’s. How about you? What do you see (see Figure 6)?
     
Figure 6 (description from John Brown)

Wandering
24” X 36”
Acrylic on Canvas
Description:  A mass of people.  A market square, a bustling city, the worlds population as a 
whole.  Some are close to God, some are distant.  Some are in between.  Where are you?  Do 
you have a close relationship with God, or are you wandering?  Regardless of how far the 
wandering, God is always willing to open His arms and love us, regardless of the mess.  Open 
up to Him - stop wandering.

             Table 2
At about $58 trillion, the U.S. bond market is 
currently almost three times the size of the U.S. 
stock market (see Table 2). Americans also have 
about $12 trillion in bank deposits. These combined 
represent about $70 trillion in financial assets, the 
vast majority of which are currently generating 
very low returns (e.g., 0 - 3%). The need for higher 
returns to compensate for inflation and meet invest-
ment goals—especially for pension plans—will 
drive more of these funds into the stock market.
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Lastly, the paper currency we use is constantly losing value. It is important to keep this in 
perspective. Gold is real money, the value of which cannot be manipulated or debased. Consider 
the current valuation of the stock market in gold terms (see Figure 7). In gold terms, the S&P 
500 is almost as cheap as it was prior to the last two great bull markets in stocks (1950s - 60s 
and 1980s - 90s). 

Figure 7

 courtesy of Sir Charles Vollum at pricedingold.com

To summarize, I expect stock prices to continue higher over the next several years in an envi-
ronment of higher inflation and economic surprises that the crowd is not anticipating.

I wish you all a very Merry Christmas and a Happy New Year!

Endnotes

1. I am referring to the ‘mustard tree’ of Luke 13:19. The mustard plant only grows to the size 
of a shrub. Jesus used the phrase to describe the environment that would surround the real 
Kingdom of God (in Christ)—the monstrosity of Christendom filled with the doctrines of 
demons (‘fowls of the air’).

2. Fergusson, Niall. The Ascent of Money: A Financial History of the World. New York: Penguin 
Books, 2008.

3. The majority in ‘red’ states vote Republican, while those in the ‘blue’ vote Democrat. 
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Disclaimer:
The True Vine Letter is a publication of True Vine Investments, the investment advisory business 
of Joshua S. Hall, ChFC, a registered investment adviser in the State of Pennsylvania, U.S.A. The 
information presented in The True Vine Letter is provided for educational purposes only and not 
to be used or considered as an offer or a solicitation to sell or an offer or solicitation to buy or 
subscribe for securities, investment products or other financial instruments, nor to constitute any 
advice or recommendation with respect to such securities, investment products or other financial 
instruments. The True Vine Letter is prepared for general circulation. It does not have regard to 
the specific investment objectives, financial situation, and the particular needs of any specific 
person who may read this letter. You should independently evaluate specific investments
and consult a professional before making any investment decisions.

Inquiries should be directed to joshua@truevineinvestments.com

True Vine Investments
P.O. Box #541
Montoursville, PA 17754
www.truevineinvestments.com

Photos taken by Michele L. Hall

16


