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The markets continue to do very well over the last two months.  Doing especially well are the commodities, which are overweighted in Wealth Care LLC portfolios.  If the trend continues, expect to see your portfolios outperform the general markets for the first six months of 2009.
What’s next?  I have no confidence about short term (months to two years) market moves, and think little of anyone confident that they do know what will happen in the short term.  Yet, over longer periods of time, we can all make reasonably educated guesses.

As an example, most of us “knew” that real estate was getting out of hand three years ago.  Most of you investing in stocks “knew” that the time period 1998-99 was one of very exceptional overvaluation in large cap and tech stocks.  What we didn’t know in each case is when the music would stop.  But, selling too early is a very reasonable course of action for the long run.

We can see some things in the world markets to suggest things we might “know” later on:

· The Federal Reserve and Treasury Dept of the United States have embarked on a massive “printing money” stimulus.  No political commentary here, as I am of different minds on the rationale, effectiveness and suitability of how this is being done.  However, it is reasonable to assume that the outcome will be a slowly restored economy, with future inflation as the price.

· There is a slow “de-coupling” of Asian and other emerging markets from the US economy.  Certainly, our imports feed their economies, but there is more domestic consumption occurring all the time, and it is not hard to “see” our economy playing a smaller role in their future economic growth and stability.  This part of the world remains the most interesting and attractive in terms of future wealth creation.

· Despite the many problems that we have in the US economy, we remain the most productive, free, and innovative country in the world.  I’ll be surprised if our stock markets excel in future years, but will not be surprised if they make decent returns.

· If inflation does come, then we “know” what does well and what does not:
· Does Not Do Well-holding long term debt including any type of long term fixed income.  Cash is murdered by inflation.  
· In Between-Domestic stocks and short term bonds.  But, this ignores where the stocks are—i.e. if the US has some inflation and the Asian countries do not, then Asian stocks get a double boost in returns for American investors.

· Does well-Real Estate and Commodities.  Real estate is still hard to value, but I’d expect a turn in values as the economy improves.  This asset class may re-enter Wealth Care LLC portfolios in coming months (after being out of the portfolios for three years).  Commodities remain an overweighted part of most Wealth Care LLC portfolios.  In past years, this was a reflection of the view that the rapidly industrializing new capitalistic world would provide demand, while political instability and environmental concerns would limit supply.  Now we have potential future inflation as a second rationale for the support of this asset class.
General Investment Strategy:

I’ve spoken with most of you over the last six months and urged “staying the course.”  If anyone had predicted a 25% plus increase in market prices over 8 weeks during the bottom of the early March markets, they would have appeared delusional.  In my urging, I also had no idea of the short term potential for market moves, but do know that they are relatively unpredictable.  We also know that pessimism was the dominant theme at that time, which is usually the time in which markets turn.  As noted above, I have absolutely no idea of how the world markets will do over the next 1-24 plus months, but am optimistic that a longer term return will be just fine.
You will also note that (other than taking some tax loss harvesting in late 2008) there is very little change in your asset allocations.  The asset classes Wealth Care LLC are currently using remain “the best place to me” in my opinion (and in my own personal portfolio).
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