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Volatility is Back

July and August have been learning months.  Many of the dangerous investments seemed obvious-subprime loans, real estate in general, long term bonds, corporate bonds, etc.  Wealth Care LLC portfolios assiduously avoided all of these asset classes.  However, other unforeseen dangerous investments also existed. Some portfolios (including my own) held a ultra short term bank loan fund as a money market alternative.  The safety was supposedly in that the loans were primarily “senior” and were such short term that they’d be paid back before much credit risk could occur.  However, the sudden drying up of the credit markets during this time made valuations of the loans difficult and caused a drop in price for the fund.  I think it is a temporary setback and as the loans get paid off, the price will rise.  It is possible that the fund will do well as a source of loans when such loans are becoming difficult to obtain.  We’ll see.  The other unsuspected danger was “throwing out baby with the bathwater.”  Some great and even undervalued asset classes/stocks suffered by being sold when they were the only products people would buy.  Faced with a need for cash, hedge funds and institutions found no markets for their “loan packages.”  So, they sold the “good stuff”, driving down prices of the same.  There was no way to foresee this or particular way to avoid it, as in bear markets, there are very few winners.
  The maximal fall in August was 10% from the June-July peak market values.  This actually represented the third longest time between such market drops in the last 35 years.  The absence of typical market volatility has been unusual and perhaps falsely calming.
Gun to head, I’d say that the stock markets in general are not expensive and represent excellent value.  Money has to go somewhere-and the alternatives are dismal.  Real estate has lost its charm and appeal for a few years at least.  Bonds are either very low return (treasuries) or scary (the cause of the credit crunch this month).  What’s left?-Stocks.  We’ll see, but I’m putting my money there.

Random Thoughts

Before you criticize someone, you should walk a mile in their shoes. That way, when you criticize them, you're a mile away and you have their shoes-Anon.

"I almost had a psychic girlfriend, but she left me before we met."-Stephen Wright

Variation Law:

If you change lines (or traffic lanes), the one you were in will start to
move faster than the one you are in now  (works every time).

"Anyone who has never made a mistake has never tried anything new." -- Albert Einstein 

Is it my imagination, or do buffalo wings taste like chicken? 

Being rich is having money.  Being wealthy is having time.-Stephen Swid
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