Wealth Care LLC Monthly Commentary | March 2011
The Outlook for Fixed Income and Interest Rates
We had a thirty year bull market in bonds (rising prices, falling interest yields) since about 1981.  It seems that we are heading the other way for a variety of reasons.
First, there is probably inflation.  The central banks of the world are racing to print money.  Given the likelihood that a dollar in the future will not buy what it will today, lenders will demand higher interest rates on bonds and other types of loans.
Demand for investment capital.  As the U.S. economy slowly improves, the economies of much of the "developing world" are screaming ahead.  This economic expansion creates a demand for funds, which is competitive and tends to push up interest rates.
Higher prices for "stuff."  The same economic development mentioned above creates demand for tangible things-lumber, food, metals, water, energy and more.  At the same time, supplies are constrained by geopolitics, environmental concerns and at times-true scarcity (water, oil?).
For the last couple of years we have had extremely low short term interest rates, as the Federal Reserve has sought to stimulate the economy and investments other than savings.  Reaching out for yield by buying longer term bonds has been dangerous, but not yet with negative results.  I think this is bound to change and remain wary, especially of intermediate to long term domestic fixed income.  When fixed income is desirable in Wealth Care LLC portfolios, I've been using Global Macro funds that use active managers to spread exposure out internationally and using a variety of fixed income types.  So far, so good.  

Don't Believe What You Read
I've enjoyed reading the doom and gloomers over the last six months.  Roubini and others have been great entertainment, assuring the financial press that the market could not keep going up after the sustained improvement from March 2009 to the summer of 2010.  But look:
[image: http://www.thereformedbroker.com/wp-content/uploads/2011/02/antigravity.png]
This is not to say we won't have a bear market the day you get this.  But it is to say listening to short term predictions is entertainment (like a scary movie), but not a method to long term success.

The Bar-Semiannual Meeting Report
As some of you know, I belong to a fee only financial planner peer group ("The Bar").  We have nine members from around the country who collectively manage over 1 billion dollars.  We meet for three days every six months, and exchange phone calls and emails almost daily during the year.
Our meeting this last month was in Denver and focused to some degree on long term care insurance (LCTI).  We brought in a expert for a three hour presentation, and then had long discussions on the subject.
I address the issue of long term care insurance with every client of Wealth Care LLC at least once, and find few people interested, primarily due to cost.  Indeed, I'll confess that I have not yet purchased it for my wife and I.
The LTCI market is unstable, with companies dropping out and others raising rates significantly this year.  Many families can self insure against the costs (ranging from 60-150 thousand dollars a year), but not all can.  I've been looking at some new insurance products that combine life insurance and annuities with riders that offer LTC options, but have yet to find anything I can strongly recommend.
If you have any interest in discussing this topic, feel free to call or write.
Random Notes
While the destination we arrive at most certainly matters, it pales in comparison to the path we take to get there.-   Todd Harrison
If the shoe fits, buy it.
-Imelda Marcos
You can say any foolish thing to a dog, and the dog will give you a look that says, "My God, you're right! I never would've thought of that!" -- Sean Connery
Never wrestle a pig. You both get dirty and the pig enjoys it.

The probability of someone watching you is proportional to the stupidity of your action.
Steven Podnos MD, CFP® for Wealth Care LLC 3-1-2011
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