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The second to last day of February was certainly interesting, if not anxiety provoking for some.  However, the overall balance of factors for stock valuations in the U.S. and most of Asia (outside China) remains on the undervalued to fairly valued side.  This suggests that the 400 plus drop in the Dow on 2-17-07 is of no long term consequence.  Actually, we’ve had one of the least volatile markets in history for the last 2-3 years, and it is not unexpected to have a even more substantial drop in prices sometimes this year.  Our portfolios depend on the historical long term positive price changes in stock markets over time and the growing wealth of the capitalist world.

Investment Ideas

The new energy policy of the US is to boost ethanol production significantly.  The diversion of corn into ethanol and soybeans in to biodiesel has already boosted prices of these commodities to multi-year highs.  Expect these costs to filter down to the grocery store soon, especially for meats.  Investments in companies that help farmers produce these crops seems reasonable and I’m doing some research.
Demographics is also a strong financial concern.  Europe, Russia and Japan are all depopulating, replacing about ½ of each generation due to low birth rates.  America is spared this fate only by the influx of Hispanics (already ½ of all new Americans yearly).  These demographic shifts will have major financial impacts, which are not entirely clear, but may include a decrease in demand for various types of real estate internationally.  

Natural resources in safe places (North American base metals and energy) continues to be the best investing idea of the decade.  

Bond investments in Wealth Care LLC portfolios continue to primarily consist of short term treasury bonds and foreign bonds.  Foreign bonds did a little better than treasuries last year (5 ½% vs 4%) due to the fall in the dollar and longer duration of the foreign bond fund used.  Still, bonds are a poor investment most of the time, and I minimize their use for most portfolios.  When fixed income is desirable in certain portfolios (usually for those individuals living on the income from their investments), we can usually find investments that offer both the yield of bonds with some better chance of capital gains as well.  As with almost any risk/return equation, there is some tradeoff of safety involved.

The risk of inflation certainly seems larger than that of deflation.  Unemployment is low (and may stay that way in view of the demographics mentioned above), and the price of “stuff” is going up (now food).  Having such a view makes bonds even less attractive.

Random Thoughts
Law of the Bath:

When the body is fully immersed in water, the telephone rings.


Law of Close Encounters:

The probability of meeting someone you know increases when you are with
someone you don't want to be seen with. 


Good judgment comes from experience; 
experience comes from bad judgment. – Dalgish
I used to be indecisive. Now I'm not sure.  

The cost of living hasn't affected its popularity. 

“I used to have a nest egg, but I blew it gambling.  I bet I wouldn’t live this long!”-Drew Carey
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