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The markets continue to meander up and down (which sure beats just down!) over the last month.  The tremendous volume of information and opinions on the direction of our national and global economies is both contradictory and confusing.
Yet, some patterns continue to emerge.  I think the most important data is that which is indicative of how major institutions view the “risk” of borrowing and lending money.  These indicators of risk have for the most part receded to the relatively normal levels seen before the events of late summer 2008.

Expanding on my mid-month May comments, I think that the general pull back of spending by the US population will slow future growth (globally) for a while, but this does not mean that both national and global markets won’t do well.  I think that most global stock markets (especially the US and Asian markets) are “cheap” when looked at over the long term.

However I believe that markets may perform in the short to intermediate term, I match your portfolios to the long term needs that each of you individually has.  Some of you are fortunate enough to have more than you will need, and are invested accordingly.  The same is true for those of you that have relatively short term needs for safety of principal.  The majority of us have to cope with the strong reality of inflation.  An aspect of lifestyle expenses that costs $10,000 will require $24,400 in cash 30 years from now.  Bonds and cash have almost no chance of providing that “keeping up with inflation” return.  Stocks do.

Financial Planning

The proposed tax changes continue to evolve.  Nothing is imminent, and I believe that the administrations plans will encounter some significant political and popular resistance over the near future.  I’ll keep you informed.
Chrysler and GM

I thought it was a prudent move for the government to lend money to these companies in the Fall of 2008, even though they were doomed to fail financially.  At that time, an additional major company failure would have compounded the fear and uncertainty seen in the stock and credit markets.  Notice now that both firms failing has almost no impact on markets.  However, I am appalled at the theft of the value from secured bondholders of these two companies in favor of the unions.

To explain-both individuals and companies have two kinds of debt-secured and unsecured.  Individuals have secured debt, with our home mortgage and car loans.  With secured debt, a creditor can repossess the underlying asset in the case of our failure to pay.  Individuals have secured debt in the form of credit card bills, in that the banks cannot repossess any particular asset if we don’t pay the bill.   Companies with debt have some that is secured by the assets of the firm-real estate, equipment, patents, etc, and a great deal of unsecured debts-such as a promise to pay retiree and other union benefits.  In the case of Chrysler, the government inserted itself into the bankruptcy process and took assets promised to secured bond holders and gave it to unsecured creditors-the UAW.  This is a terrible event, and it makes the "value" of senior secured debt (high grade corporate bonds) uncertain in the future.
Investments

I continue to recommend stocks for the long term.  However, I’ve had discussions with some of you about increasing the amount of fixed income in your portfolios.  I have a number of ideas in this regard and am always happy to share them with you.
Random Thoughts

We could learn a lot from crayons... Some are sharp, some are pretty and some are dull. Some have weird names, and all are different colors, but they all have to live in the same box. -anon
“Money’s only important if you don’t have any.”
Sting
 Why do people form long lines and drive for miles to obtain lottery tickets when the prize is $120 million, but not when it's $15 million? Is the latter too little to get excited about? -Alan Weiss

One nice thing about egotists: They don't talk about other people. 
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