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I sent out a very good article on the stock market climbing a "wall of worry" this month.  We have indeed seen a tremendous bull market across all equity classes since mid March, but still have some way to go to recover from the highs of 2008.  However, picking the "high water mark" for the value of your holdings makes no more sense than picking the "low water mark", unless you are selling.  All that ultimately matters is the return on your investment over the decades long time period in which we usually invest.

It doesn't matter than our homes are "down 50%" compared with three years ago, as we don't intend to sell them right now.  The wildly inflated prices of 2005-6 were not really "real" anyway.  It is the same with our stock investments.  This is a very important factor to understand and to allow patient accumulation of capital without being whipped in and out of the markets, but is hard to do with computer aided daily valuations of "our wealth."
Another interesting observation is the complete unpredictability of stock market movements over short terms.  Just as it was virtually impossible to know that markets would crater at the end of 2008, predicting the 50% bull market gains in the last few months in advance just did not happen.  The future of stock market returns is equally unpredictable in the short term, but history suggests a continued correlation with the growth of the world’s economy.

I do wonder how much more the American markets will "go up," as there are significant headwinds in terms of reduced spending by consumers, and significant debts being accumulated by the government.  There are clearly some shenanigans going on behind the scenes by our Federal Reserve and Treasury, aimed at hiding some of the financial stresses still "out there."  Americans continue to benefit from having the dollar as the most trusted world currency, but that might slowly be changing. A very astute observer recently noted that much of the rise in the stock market since March is proportionally related to a drop in the value of the dollar against other currencies http://blog.atimes.net/?p=1136.  

For these reasons, I continue to like having only a minority of our portfolios confined to American equities, and correspondingly high level invested overseas and in commodities.

Tax Legislation

The number of potential taxes being considered by the government is absolutely frightening.  Nothing seems left on the table, although it remains completely unclear just how much change will occur.  The pushback on health care reform may also inhibit other attempts by the current administration to tax us even more.  I'll keep you in touch with anything concrete.
Random Thoughts

The wise man, even when he holds his tongue, says more than the fool
when he speaks. --Yiddish Proverb


"I'd kill for a Nobel Peace Prize."-Stephen Wright
Teach a child to be polite and courteous in the home and, when he grows up, he'll never be able to merge his car onto a freeway! 
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