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What’s Ahead?
Food Inflation-(I’ve been writing about this for almost a year),  is going to get worse.  There are increasing reports of livestock producers pushing beef, pork and chicken to market early to avoid the costs of feeding their herds.  This results in lower prices now, and much higher prices in six months.  There is nothing to suggest that the demand/supply situation for grains will change, except for the becoming a bigger problem if we have some bad weather.

The rise in prices for food and commodity items suggests that inflation may appear before long (you could argue that it is here now).  For those portfolios with much fixed income, I’m avoiding long term holdings for this reason.  

Housing Prices-again, no good news here unless you are buying.  There are still many factors suggesting that house prices in many markets need to drop further before some equilibrium is reached.  With each drop in price, more homeowners are “underwater” in equity and more likely to walk away.

Financials-in my view, still too early to bet on a rebound.  Every week or so another huge financial enterprise “discovers” that they have worthless chunks of investment portfolios (AIG and UBS in May).

On the other hand, the cheap dollar is great for American exports and industry in general.  Imports are more expensive, making homegrown products more competitive.   The government has no trouble selling bonds despite the low interest rates, so the pressure to raise rates is small.  Unemployment remains low. Housing prices affect few who have owned their homes for at least 3 years.  Food inflation affects Americans only to a minor extent, as food is usually less than 10% of the average budget. . America remains the best place at the best time to live in all human history.
I think that the American stock markets will end up having a decent year.  There is a lot of cash in money market funds globally, and not very many other attractive investment choices.

New Software

After years of trying, I’ve found a software system from Morningstar that will generate “nicer looking” performance reports.  In addition, it will generate reams of data on portfolio composition and history.  If you have a particular interest in seeing some of this data, just shoot me an email.

Random Thoughts

            Law of Probability 

           The probability of being watched is directly proportional to the stupidity of your act. 

""He has Van Gogh's ear for music." - Billy Wilder 

"I've had a perfectly wonderful evening But this wasn't it." - Groucho Marx 

Lady Astor to Churchill: "You are totally drunk and despicable." Churchill's reply:  "Ah yes, but later this evening both of us will go to sleep.  And in the morning I will be sober and a leader; you will still be ugly and rude." 
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