Wealth Care LLC Monthly Commentary | December 2010

A consistent theme of portfolio investments by Wealth Care LLC for the last three to six years has been a "tilt" towards natural resources/commodities and Asian equities.   This has resulted in most portfolios consistently exceeding the performance of American markets.  It appears that the continued printing of money by the Federal Reserve along with strong economies in Asia continues to make this asset allocation a good one.  However, I begin to get a little nervous when this theme becomes one seen on the "front page" of investment magazines, web sites, and newspapers.  In time, the rise of prices in commodities will self correct as buyers back off their purchases, and these stocks will fall.  How much is uncertain, and I'll be watching close over the next few months/years to back off these themes if they get "too hot."

Inflation
The Federal Reserve is adding money to markets through its Quantitative Easing program initiated the day after the November election.  They claim their target is to produce up to 2% inflation and avoid deflation.  As I have noted before, I see significant inflation coming even without more money being printed.  It will be a result of too much money in circulation and a real demand/supply constraint for oil and other commodities.  In the U.S. we will see some evidence of deflation such as a lack of wage increases, and flat if not falling housing prices. But at the store, we'll see higher prices.  The graph below tells the story, and it is getting no press yet.  Wealth Care LLC portfolios are benefiting from inflation in commodity prices with the caveats mentioned in the previous paragraph.


Deflation or Inflation?  I think the chart below speaks for itself.
[image: http://www.fullermoney.com/content/2010-11-04/TheRealCostOfLivingOct2010.JPG]
Second Opinions and Other Advice
I am asked on a regular basis to give advice and/or speak to family members and friends of Wealth Care LLC client families.  This is always a pleasure and another way for me to "give back".  Please keep me in mind as a resource if you have a family member or friend who would like a second opinion on a financial topic.  It will always be at no charge and I will seek a way to help if I don't have the direct answers.

Retirement Plan Contributions
For 2011, every single contribution limit for IRAs and qualified retirement plans is unchanged from 2010.  I will be in touch on each of these plans and options for you individually during the year.
A number of families will also be notified to make non deductible Traditional IRA contributions this year in order to make Roth conversions (at no tax cost) as we did last year.  I'll let you know personally.  There are some who suggest making the non deductible contributions in one calendar year and waiting till the next year to convert to the Roth as a way of avoiding IRS scrutiny.  This seems prudent and what I will do in the future.
Random Notes
"Those who can give up essential liberty to obtain a little temporary safety, deserve neither liberty, nor safety"
                                                            Benjamin Franklin

If you can't be kind, at least have the decency to be vague.
How is it one careless match can start a forest fire, but it takes a whole box to start a campfire?

If you can't be thankful for what you receive, be thankful for what you escape.

Steven Podnos MD, CFP® for Wealth Care LLC 12-1-2010
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