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As we close out 2010, it seems worthwhile to review the experiences of investing over the last three years.  It seems like just a few months ago (but was in the fall of 2008-March 2009) that it seemed like the world was ending financially.  I spent time talking to most of you over those months, and I was thrilled with your confidence in my recommendations to hold tight.  We have come most of the way back with some portfolios exceeding the prices of early 2008.  Our portfolios remain tilted to markets that are outperforming the broad industrialized markets of the U.S. and Europe.  I'll have more to say on this in your end of year review that clients of Wealth Care LLC will receive on paper in January.
Inflation
As you know, I believe inflation is coming.  It is a solution to the problem of housing prices that are below mortgage obligations, and also allows the government to pay back its debt obligations with cheaper dollars.  There is no better evidence of this than the US Government Bond auction of Treasury Inflation Protected Securities last week (TIPS).  These bonds pay back an inflation adjusted amount of principal at maturity along with a negotiated amount of interest.  In the auction last week, 5 year TIPS sold at over $105 dollars for every $100 bond.  Yes, that means a guaranteed 5% loss over five years for every bond sold.  Why would investors and institutions buy these bonds-only for the reason that they strongly believe that the percentage rate of inflation will far outweigh their losses.  Wealth Care LLC portfolios remain well poised for inflation-no long term debt, a reasonable equity allocation and a strong allocation to natural resources.  As an aside, usually real estate is a good inflation hedge, but with the great deal of uncertainty in the real estate markets (the many properties in and due for foreclosure), I've avoided adding a real estate asset allocation back into portfolios.


Tax Break in 2010 for Self Employed Individuals with Health Insurance
Remind your accountant that in 2010, self employed individuals (sole proprietors, LLCs, etc) can deduct the premiums paid for health insurance before the calculation of FICA/SS taxes.  Expect savings of 3-15% of your health insurance premium costs.  Unfortunately, for 2010 only.

Wealth Care LLC
We have posted our annual "ADV" and Privacy principles to the web site.  The ADV is the SEC required document that describes our business.

Insurance Market Inefficiencies	
Over the last two years, I have noted wide disparities in the costs of homeowners insurance, health insurance commercial building insurance, Medicare Part D coverage (drugs) and even automobile coverage.  I have saved thousands of dollars per year by shopping around for the bigger insurance bills I get, and suggest you do the same.  Let me know if you need some names of insurance agents.

SUV Depreciation
The small business tax act signed into law last month re-establishes increased depreciation for SUVs and trucks weighing 6000 pounds and more .  Up to $40,000 of cost can be depreciated in the first year (for 2010) if used for business.

Random Notes
Pournelle's Iron Law of Bureaucracy: in every bureaucracy there are two types of people, those dedicated to the goals of the agency (example: good class room teachers) and those dedicated to the bureaucracy itself. The second kind inevitably gain control of the bureaucracy. Always.

"The nation that will insist upon drawing a broad line of demarcation between the fighting man and the thinking man is liable to find its fighting done by fools and its thinking by cowards."-
Sir William Francis Butler

In a society of Einsteins, Einsteins take out the garbage, scrub floors, and wash dishes.- Bryan Caplan

The government decides to try to increase
the middle class by subsidizing things that
middle class people have: If middle-class
people go to college and own homes, then
surely if more people go to college and
own homes, we’ll have more middle-class
people. But homeownership and college
aren’t causes of middle-class status,
they’re markers for possessing the kinds
of traits — self-discipline, the ability
to defer gratification, etc. — that let
you enter, and stay, in the middle class.
Subsidizing the markers doesn’t produce
the traits; if anything, it undermines
them.
-Glenn Reynolds
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