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Although I make some specific comments in every monthly commentary, I thought it would be worthwhile to share my "top down" view of the investment world and the future.  Note that the comments are viewed from an intermediate to long term perspective (5-30 years), which is the only time period in which consideration of equity investing is appropriate.

The American equity markets are skittish.  Rampant pessimism exists, certainly justified by the collapse of real estate, employment, and leading financial institutions over the last 2-3 years.  Yet, many American corporations are highly profitable and sitting on huge amounts of cash.  Unfortunately, this is in part due to their lack of hiring new employees.  The great uncertainty as to how much taxation and regulation that business will be subject to is keeping many employers (small and large) "frozen" for the present time.  A pro-business, low tax result of November elections will be a positive event for American markets.  The fact that we have had essentially a zero return on equity investments for a decade suggests that the next decade will have good returns (see one of the random thoughts at the end).  I would note that at the beginning of September, pessimism on the American market was deep and strong-articles on the "Hindenberg Omen" and doomsaying by Nouriel Roubini was quoted to me in some client inquiries.  My response was that everyone who was wanting to sell had done so, leaving some buying pressure.  Successful investing often requires going against the popular thought, especially when pessimism seems excessive.  No question also that the steady news of a change in government in November seems to be producing market gains.

Foreign equities must be considered by region.  The two largest markets outside of the US historically are Europe and Japan.  Both are being eclipsed by the rising economies of Asia (ex Japan), and even Eastern Europe, South America and Africa.  Economies that were once highly dependent on exporting to the US are "decoupling", and having trade among themselves as well as internal growth.  These emerging economies will represent competition for Americans for food and natural resources.

In a rapidly capitalizing world, there will be increasing problems with supply of natural resources.  Energy and food come to mind first, but mining/metals, timber and other tangible items will follow.

The US Government's biggest hope out of the real estate and deficit mess is to inflate "just enough."  Moderate inflation is not immediately obvious to consumers, yet allows prices of tangible items to rise.  If the price on the average US home rose 10-20% over the next few years, it would eliminate many of the "underwater" loan problems we have.  How can the government raise the price of homes?  By printing lots of money.  Paying back the huge amounts of new government debt will be cheaper with an inflated currency as well.  Other than frank default, I do not see another outcome, and am very wary of too much inflation in years to come.
For fixed income investments, the risk of inflation is deadly.  Wealth Care LLC portfolios use short term, high quality fixed income vehicles along with actively managed funds than can exploit inefficiencies in these markets on a global scale.

Emails
I periodically share various emails on financial topics that I read and find interesting.  They can be either encouraging or scary, but usually worth reading (if you like that kind of thing).  If you would like to be on a list to receive these financial articles, just let me know.  Please do not see them as endorsing a point of view or an investment position specifically, as that is not the purpose of my sharing, but instead to review a number of schools of thought.

Financial Planning
I am waiting till it becomes clear on whether the highest marginal tax bracket will rise to 39.6% and will include dividends or not for some portfolios.  If it looks sure to rise, you may notice some trades in your portfolio moving high dividend paying stocks to tax deferred accounts.

Note that the recently passed Dodd-Frank financial bill increased FDIC insurance for bank accounts to 250K per person permanently.

College Based Health Insurance

A recent Wall Street Journal article had a good review on this topic.  When my children first set out for college, I was appalled to see the type of health care policies that some of the universities offered.  In general, they have inadequate maximal benefits.  A serious illness or accident would quickly leave you uninsured if you obtain such coverage.  Review any such policies that you or your extended families might have in this regard.
Random Thoughts
The trailing 10-year return for U.S. equities through the first half of this year has been as poor only six previous times since 1835–and the latest decade was worse than any of those others. The subsequent 10-year annualized total return from those earlier low-water marks was 13.3%, notes Bel Air Investment Advisors. Based on the returns the public is now happily accepting from bonds, most folks would probably be ecstatic with half that. -Barrons Magazine 9-25-2010

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


"The function of socialism is to raise suffering to a higher level." -Norman Mailer

You can't socialize the doctors without also socializing the patients.-Ronald Reagan
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