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Inflation or Deflation?

A raging debate is ongoing in economic circles in regards to whether we can expect rapidly increasing or decreasing prices in the near future.  Inflation advocates (of which I am one) believe the historic "printing of  money" by the US Government will inevitably lead to a dollar devaluation and higher prices for goods.  Deflation advocates argue that the money printing is being overcome by a contractionary economy and rising unemployment.  

What is an investment advisor to do?  I'm considering the consequences of each outcome and investing in a way that minimizes a wrong choice.  In an inflationary world,  commodities and foreign stocks will do well.  Domestic equities will "keep up" or lag slightly.  Bonds and cash are losers (except for inflation protected bonds).  In a deflationary world, only bonds and cash do well.  Complicating the decision making process is the reality that whether or not we have inflation or deflation in the U.S., the situation may be very different overseas.

Legislation

The proposed "cap and trade" legislation looks dead until the fall.  If this passes, it will be harmful to the economy (regardless of whether or not you believe it is important).
The proposed health care legislation is also probably a drag on the U.S. economy, (again whether or not you believe it should pass or not).  I'm keeping an eye on both.  

Influenza

I’ve been writing about influenza on and off for years, and it continues to be “something to watch.”  First, some explanation of how we label these viruses.  Influenza A has certain markers (antigens) on its surface that can test and identify.  There are different “H” and “N” markers on each type of virus.  The H5N1 virus we have talked about in the past is primarily seen in birds (hence “Avian influenza.”)  The H1Na virus of current concern is known as the “swine influenza,” due to its ability to cause disease in swine, but it in fact also probably comes from birds (is Avian also).

Prior to the last year, H5N1 (Avian) influenza was a concern as it was extremely virulent (likely to cause serious illness or death in those infected), but not very transmissible.  The H1N1 (swine) influenza is the opposite-very transmissible, but not (yet?) virulent.  The CDC has actually informed U.S. physicians that any patient currently testing positive for Influenza A can be presumed to have the swine/H1N1 agent without further testing.

The pandemic in 1918 that killed millions worldwide was also an H1N1 type of Influenza A.  By the 1950’s, this particular makeup of the antigens on the virus had greatly waned.  There were brief outbreaks of infection with this H1N1 agent in the 1970’s (recall the “swine flu vaccine problem in 1976”), but very little transmissibility or virulence was noted. Prior to the last year,  there has been almost no natural immunity in the human population for this recurrence of the H1N1 bug.  Interestingly, the infection with the currently mild form of this virus may confer vaccine like immunity in the event the virus becomes more virulent.

That is the concern about both types of viruses.  H5N1 is very dangerous and virulent, but is not spreading person to person. H1N1 swine influenza spreads quickly from person to person, but usually causes only mild illness. A combination or mutation of either virus that would cause both increased transmissibility and virulence would be very serious.

For now, my recommendations are to keep a family supply of Tamiflu or Relenza around.  These antivirals have been shown to be effective for H1N1 but not for H5N1.  Still, they are all we have.  Also, plan to get your flu vaccine in the fall.  There might be two vaccines-a “usual” one and one specifically for H1N1.  I’d take both.   If you would like a highly detailed medical review of the topic, let me know.

I’ll keep you informed.  

Random Thoughts

If past history was all there was to the game, the richest people would be librarians. 
Warren Buffett
What is a "free" gift?   Aren't all gifts free? 

All I ask ... is a chance to prove that money can't make me happy.  
Have you ever noticed that anybody driving slower than you is an idiot, and anyone going faster than you is a maniac? 
George Carlin
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