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Periodically, I am asked about what makes me decide on portfolio changes. 

 There are often intriguing sectors of markets that might be a good addition to many of our portfolios.  If I judge a new sector is attractive, I may add it to portfolios that are adding new money for investment.  If a family's portfolio is not adding new money, it means that I have to sell something to  make the new sector investment.  Sometimes I do this and sometimes not, depending on the particular "risk" characteristics of the portfolio and of the family.  What may be acceptable to one family may not be to many others.

In general our themes of an overseas tilt towards Asia (and a corresponding tilt away from Europe and Japan) along with a good exposure to global commodity producers has worked well for the last few years.  I think the realities of supply and demand will continue to make these allocations good ones for a while, although there is clearly an element of speculation fueling some of the commodity gains.  Other sectors I have been adding to some portfolios include high dividend paying American and Asian stocks (through specific Exchange Traded Funds). 

Health Savings Accounts

HEALTH CARE REFORM: Two changes impact HSAs. As of January 1, 2011 over the counter medications are no longer considered eligible medical expenses unless you have a Doctor's prescription. Second, the penalty for non-medical withdrawals increases from 10% to 20%, plus taxes. The penalty does not apply for account holders age 65 and older.
 
2011 CONTRIBUTION LIMITS - the maximum contribution for 2011 is unchanged from 2010.  Single accounts are limited to $3,050; the family account limit is $6,150.  The catch up for those 55 or older is $1,000. 


Real Estate

This investing sector remains a quandary.  I think that there are some powerful market forces on each side of the equation here, and I have been reluctant to put money back into real estate.  If we do get inflation (as I expect), real estate is usually a good hedge, but so are the commodity stocks we own.  

Geopolitics
There is clearly a rising tide of instability in world affairs.  Although these events create uncertainty, knowing the best choices to make in adjusting investment choices is not necessarily clear.  Uncertainty increases volatility, yet may also cause certain areas to benefit.  We may paradoxically see a flight of assets to "safe" areas such as the U.S. stock and bond markets, or maybe not.  In general, our portfolios exclude particularly unfree and opaque markets such as India, China and the Middle East/Africa region, except as part of huge International funds.  The portfolios are deliberately tilted towards "safe" places, such as North American (rather than global) energy.
Changes in the world situation bear watching, but are usually less important when viewed from a long term perspective.  But, I'm watching just the same. 

Random Notes
“When I read about the evils of drinking, I gave up reading.”
-       Henny Youngman.

There is a massive difference between having fun and being happy.
The only difference between a lesson and a mistake is the ability to learn from it.
Steven Podnos MD, CFP® for Wealth Care LLC 2-1-2011

