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Fiduciary?
One of the most riveting parts of the Goldman Sachs inquiry by Congress was the bankers’ response to the repeated question, “were you acting as a Fiduciary for your customers?”   (definition: A fiduciary is someone who has undertaken to act for and on behalf of another in a particular matter in circumstances which give rise to a relationship of trust and confidence.)  
Every time the question was asked, it was not answered.

It was quite clear that GS was not a Fiduciary, and in fact saw nothing wrong with selling products that they knew were garbage to their “customers.”

GS is not alone, as every brokerage house and bank I’ve encountered does the same on a regular daily basis.  Do your friends a favor-have them ask their “advisor” if he or she is a Fiduciary.

Taxes

During the rest of the year, I will be moving some high dividend paying investments from after tax to pre tax accounts where appropriate and available.  Remember that the tax on dividends will more than triple for many of us in January 2011 (15 to potentially 39.6%).

The Economy and Markets

May was a volatile month, with setbacks in general stock markets and commodities compared to earlier this year.  It is not unexpected to get a pullback given the tremendous gains of the last year.

When investing, I look to avoid clearly overvalued assets and to buy clearly undervalued asset classes.  Seeing either situation is not common, but clearly occurs.  The late 1990’s bull market in tech was clearly a situation of overvalue, and one had to believe that “this time is different” to hold most stocks at that time.  In 2005, it was clear that real estate was overvalued and I had discussions on this with many of you.  In 2008, stocks were not overvalued, and were in fact driven down by panic and credit worries.  This led to an economic recession which kept prices low.  The American economy is recovering slowly, but is unlikely to regain its vitality of several years back without some more time.  Yet, the stock markets are still far below their value of early 2008.  

When I own an asset class (for both you and myself), I ask the question-is this more likely to be of greater value in 10 years or not?  If the answer is yes, I own it.  I think the American and Asian markets, energy and other commodities are all very likely to be significantly more valuable in 10 years.  Europe is another story, and we continue to be underweighted there, although there may be some compelling values later on.

Fixed income remains unattractive in terms of returns, but we have started to use some managers that may boost returns by investing in global inefficient markets.

Random Thoughts
If Man evolved from monkeys and apes, why do we still have monkeys and apes? 


What other people think of you is none of your business.

 "Look at market fluctuations as your friend rather than your enemy; profit from folly rather than participate in it."-Warren Buffett


"Never make predictions, especially about the future." – Casey Stengel
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