Wealth Care LLC Market Commentary-Random Thoughts

Another bad day in the markets, in fact a day characterized by wholesale selling of already inexpensive quality stocks.  Such a day speaks of a combination of panic selling and forced liquidation by large hedge funds and other institutions.
As I noted last week, selling or buying when the crowd is emotional is usually a mistake.  There are actually opportunities to move opposite the crowd if one has patience and liquidity.  I work hard with each Wealth Care LLC client to ensure that the money we have in the markets meets these criteria.
I personally continue to buy large quality American companies, and did so today again.
The S&P downgrade of our economy was a disgraceful action by a disgraceful organization (which continued to rate mortgage pools of crap Triple A all the way down to zero).  A country that prints its own currency cannot default in the usual sense.  Certainly the dollars printed to pay back debt is worth less than the lender had hoped, but the debt is indeed paid back in dollars and in full.  It is the lender that must decide on the terms of the loan in order to protect their purchasing power (usually this is done by demanding higher rates of return, and so it remains interested that so many continue to be willing to loan the U.S. hundreds of billions of dollars at below 4% for the long term).
In the Short term (days to months), market movements are somewhat random, regardless of what CNBC says.  Trying to time buying and selling just does not work out well.
In the Long term we can make some reasonable judgments.  For example, I'd suggest that if either the current government policy changes or a new government is likely to be elected, that our economic outlook could look much different in just a matter of months to a few years.  Remember Jimmy Carter?  Here's a look back -  http://www.youtube.com/watch?v=1IlRVy7oZ58 and yet just 2-3 years later we were beginning an almost twenty year bull market with a strong economy.  Conversely, a continuation of a high tax, high regulation stance by government is likely to produce a prolonged downturn in our status.  Just my thoughts.
Note that Canada, Australia and Japan all lost their AAA ratings, with virtually no consequences.
I came across an interesting quote by Jim Rodgers, an extraordinary successful long term investor.  When asked how he makes money, he replied "I buy panic and sell euphoria."
There are trillions of dollars sitting in cash and short term bonds looking for a decent return on investment.  Bonds are paying poorly and are more likely to lose money than make money in future years as interest rates rise.  Real estate is still shaky.  This leaves equities as the likely place for money to flow back into when the emotion subsides.  And despite our problems, America remains a tremendously wealthy and resilient economy.  If we address our future spending issues wisely, these days will be unremembered.
I'd encourage you to let me worry for you when it comes to investments.  We are on a long term road together, and need to focus on more important things than what the DOW index did today.
As always, I'm available and happy to discuss further.   Steve 

