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Disclaimers 
 

Please keep in mind that I am not a financial advisor nor do I hold a degree in economics 

or finance.  Keep these facts in mind as you read and consider my unprofessional 

opinions… This is a hobby for me; continue at your own risk… 

 

The purpose of this document is to stimulate thoughts about various investments 

strategies and ideas.  You or your financial advisor are responsible for making your 

investment decisions and you need to decide if any ideas presented in this document 

complements your own investment goals and objectives.   

 

Please don’t consider any of my opinions if you are not comfortable making your own 

investment decisions.  You are responsible for making your investment decisions and if 

anything presented in this document fits into your own investment goals and objectives 

please feel free to incorporate into your own strategies.  I am sharing some of my 

thoughts with you but you ultimately need to make your own judgments about accepting 

or rejecting these concepts in your portfolio strategies.   

 

Nothing in this document should be construed as tax advice or estate planning.   Tax laws 

change often and any thoughts I may have on the subject are likely to be dated or 

obsolete.  Before you attempting to implement any tax strategies you should consult a tax 

professional. 

 

All thoughts and strategies are based on the assumption that the reader invests from the 

United States using US dollars and pays US taxes.  All comments and views are from an 

American investment perspective.  Many strategies consider US tax implications and 

currency exchange rates which may not be valid when not using US dollars. 

 

I reserve the right to change my strategies and investments between reports without 

notice.  My own investment strategies are extremely aggressive and my portfolio should 

not be replicated by anyone.      

 

The views and opinions in this report are strictly my own based on publicly available 

information.  Opinions stated do not reflect the opinions from any current, past or future 

employer.   

 

 

 

 

 



Introduction 
 
It is once again time for my quarterly market review where I try to quickly examine 

various financial markets and world events.  This is also my time to reflect on stock 

strategies, current events, my personal portfolio performance, event scenarios and the 

implications on the world equity markets. 

 

My intent is to have each person that reads this document come away with at least one 

new concept regardless if they are just starting to invest or if they are using advanced 

trading strategies.   I don’t expect each section to appeal to each reader. 

 

As read through this review, even if you disagree with my thesis, please take the time to 

think about your financial situation and think about ways to improve your returns.  It is 

my goal in life to have my money working for me instead of me working for my money.   

 

Feel free to email me with your thoughts, questions, and insights on the opinion that I 

cover.  One of the purposes of this effort is to start a dialogue around current events and 

their impacts on the markets. 

 

As usual I ran out of time preparing this document and didn’t have the time to properly 

write and proof read this document to my standards so please forgive all the typos in 

advance.   I am not a professional writer nor do I have a degree in English… 
 

 

Regards, 

 

Mark Rush 

 

redgroup2@yahoo.com 

 

mailto:redgroup2@yahoo.com


Chapter 1 

The Q1 Market Review 

 
The stock market gave us some unwanted excitement this past quarter and I will briefly 

try to give you my point of view on what transpired.  The market experienced some 

temporary weakness when the Chinese stock market took nearly a 10% drop in a single 

day.  The Chinese government had been trying get its citizens to reduce speculation in the 

Chinese stock market and for a while they successful.  The sudden drop in China made 

the US market nervous ( along with me ) and Wall Street began to look for other bad 

news and found it in the mortgage companies were lending money to people that were 

unable to repay loans.  To add to the fear, Japan had been raising short term interest rates 

and this had been causing yen carry trade unwind that rapidly accelerated when China’s 

market got weak. 

 

The first event caused me to liquate most of my foreign stocks very early in the event (I 

should have also dumped my US stocks).  As my readers know, I believe that China will 

be the cause of the next worldwide down market.  I am not sure what the event will be or 

how it will transpire but whenever something bad occurs in China, I am selling!!!  It is 

too vital to the world economy to be ignored so when it comes to bad news in China I am 

always on a hair trigger and will always attempt to error on the side of caution and 

liquidate my portfolio.  I am an aggressive investor but I am also an aggressive liquidator.  

I am sure I will liquate far too soon on many occasions over the next several years…  

BUT one day it will save my ass and I will retain my hard earned life savings!!   

 

Evaluating the event with a few weeks of perspective behind us, the blip in the Chinese 

market was not a major event in my opinion… it was the Chinese equivalent of our 

“irrational exuberance”.  After the Greenspan uttered those words the market sold off… 

but not for long, then it continued to go up for many months.  Greenspan was eventually 

right and the market did crash in 2000 but a lot of wealth was created between irrational 

exuberance and I told you so.  I suspect the same thing is going on in China; the market is 

getting heated and may it may be overvalued or undervalued depending on your time 

horizon.  But like all good crashes it will take several warning signs and much more 

overvaluation before the end comes… I believe when the day of reckoning occurs a 

global 2-4 year bear market will be upon us… BUT today is not that day!! 

 

The second big “unforeseen” event was that people were not going to be able to repay all 

the money borrowed to buy houses.  Again this event is something that I have been 

watching for a couple of years and had expected to come to fruition 6 months ago.  I 

believe that this is only the second act of the real estate bear market.  

 

I believe the three “acts” of the housing bear market are: 

 Act One: Build and they will come! 

 Act Two: I have to repay this loan? 

 Act Three: Banks liquidate and crush housing prices. 



 

It is my opinion that we are only beginning Act Two, I suspect that we have at least 6-18 

more months of down to sideways housing prices to go.  For those who like to bottom 

fish we are not at the bottom, it took us 5 years to get here and it won’t unwind in 6 

months.  Wait for Congress to devise a “Housing Recover ACT” and tries to bail out 

everyone or “Housing Bust” is on the cover of Newsweek or when the “experts” claim 

the market will never recover due to the “new fundamentals”.  These are all sure signs of 

a bottom. 

 

In past housing slowdowns the bear markets have lasted years and in Japan they have 

lasted decades.  I don’t think this is the case in our housing market but it is always a 

possibility.  I suspect that in two years housing prices will start to recover modestly and 

real estate may be a good long term leveraged investment once again.  My main thesis is 

that I still believe that long term real interest rates will continue to go down while long 

term asset values will continue to go up world wide.  The wealth being generated 

nationally and internationally needs to find a home and will be forcing interest rates down 

and causing asset prices to rise.  Since most people look at their monthly payments and 

not the total cost of a house, lower rates will cause real estate prices to rise.  If you add to 

the equations long term wealth effect I am guessing that real estate may be a good long 

term investment after the bubble has corrected itself.     

 

The third event that may be a bit more esoteric to most people is the Yen carry trade.  To 

be honest this issue was not on my radar screen and I do not yet fully understand the 

extent of or its implications.  Simply stated, the Yen carry trade is a result of the 

consistently ultra low interest rates in Japan and that entices people from all around the 

world to borrow money in Japan.  As the bank of Japan has raised interest rates it has 

forced people to return the money to Japan and thereby forcing them to borrower buy 

Yen (driving up the price of the Yen) and selling other currencies.   

 

What concerns me the most about this is that on my list of economic indicators in 

Chapter 2; I feel that liquidity (money chasing assets) is one of the most important 

considerations in keeping the assets prices going up and keeping interest rates down.  The 

unwinding of the Yen Carry trade is cutting into liquidity and therefore could impact the 

values of all assets values.   

 

So the three events… 

 

The Chinese stock market sell-off… It is a blip for now.  It the first warning sign of 

things to come but we are months or years away from a major bear market in China.  This 

item does not concern me at this time but it does require monitoring. 

 

Sub prime mortgages…  It may extend the pain in the housing market and may cause a 

more rapid sell off of assets, especially at the lower end of the market… It will add 

negative psychology to the market and will keep the housing market on its knees for at 

least another year.  The housing market has not begun to bottom.  This is a local event 

(local being USA) and not likely to damage world stock markets too much.  What needs 



to be watched is a sudden tightening of all consumer credit (credit card debt) across the 

board.  Sub prime borrowers buy a lot of stuff, not just houses! This would cause a 

sudden recession in the US and propagate outside our boarders.  This is to be watched 

very very closely. 

  

The unwinding of Yen carry trade…  I don’t know how much money is involved or its 

global impact…  Theoretically it could cause damage to the world liquidity.  This is the 

event that I will be leaning more about over the coming weeks. 

 

Shorter term, the current situation in Iran has me a bit worried too; the stock market 

hasn’t fallen on the news of the British troops being held in Iran.  I would have thought 

the market would be more nervous about this item.   If tension in Iran doesn’t improve, I 

believe the risk of escalation (military action) increases with each day. 

 

I believe that this sell off was the first sign of a weakening market.  I sold a lot of 

securities early but my portfolio still took a hit.  My largest holding at this time is the 

short term Treasuries ETF (SHY).  I may have made mistake by liquidating because the 

market has recovered most of its losses, only time will tell (or my next report) if I was 

right. 
 



 

Chapter 2 

World Issues  

(That may affect your pocketbook) 
 

It’s time to review world events with my opinion of the probability of the event 

occurrence 0-100% and the impact on markets on a 1 to 10 scale.  A “1” represents little 

to no impact on the markets while a “10” indicates that if the event occurs I expect a 

widespread sustained market sell off.   This is a totally unscientific based on my opinions 

with absolutely no other basis other than my limited understanding of world issues.  

 

The purpose of this section is to highlight current risks in the market. I will attempt to 

quickly try to explain my thought process behind each rating. 

 

US Economic Indicators (my view)  

 

US Gross National Product (GDP) grows >2.5% 

Probability of Occurrence  50%  

Impact   6 

 

Outside the housing market and domestic auto production, the economy is strong.  On the 

down side, gasoline prices are rising again.  I will be on the watch for when gasoline 

breaks $3 again and any sub prime lending tightening that occurs outside the housing 

market.  I believe that over tightening of credit card lending could put us in a recession. 

 

Also we need to watch if the dollar falls too much too fast.  It may be good for our 

exports but let’s face it we import a lot more stuff than we export.  A low dollar is 

inflationary since you will need to pay more for the things manufactured abroad.   

If the dollar falls too much, foreign money will also leave the US and this will drive up 

interest rates.  I think the Fed will have to raise rates to prevent the dollar from falling too 

much. 

 

The slowing growth in economy is a negative for the market 

 

Low unemployment 

Probability of Occurrence  80%  

Impact     7 
 

The housing slowdown and layoff in the auto industry hasn’t seem to hit the 

unemployment numbers as of yet, I don’t really foresee a massive unemployment 

explosion.  If employment stays strong, I believe this will get us though the current 

economic weakness.   

 



 
 

The low unemployment is a strong positive for the market 

 

Federal Reserve raises interest rates this year 

Probability of Occurrence  50%  

Impact   6 

 

I think that the Fed’s job is very tough these days.  If the housing market collapses it will 

need to lower rates to save the economy but it world demand for commodities (food, 

metals, and energy) continues it will certainly cause inflation.  I feel like we are at a 

tipping point and the Fed needs to stay firm at current rates.  If the dollar falls 

substantially I believe that we will need to raise rates to prevent a stagflation scenario, 

albeit relatively mild. 

 

This is a neutral indicator for the market; I believe that either a raise in rates (bad for 

investing) or a lowering of rates (this indicates that the Fed believes a recession may 

occur) is a negative for the market. 

 

Inflation exceeds 3% 

Probability of Occurrence  40%  

Impact   7 

 

Three forces are at work on this question; World production is producing more goods and 

services at cheaper prices, strains on world raw materials and maintaining ample supply, 

and falling value of the US dollar therefore the vast amount of products imported will 

cost more…  So two items for higher prices and one for lower, I am voting for slight 

inflation next year due to the falling dollar being we are a net importer.  Therefore the 

Fed will need to raise interest rates which will be bad for the US markets. 

 

The falling dollar is causing mild inflation in the US; this is a negative for the market. 



Continued strong spending by US consumer (downgraded from 60%) 

Probability of Occurrence  50%  

Impact   6 

 

I think this is a much more important indicator that it was a few months ago.  What I fear 

is that as the sub prime mortgage fiasco will work its way through the lending system and 

all types of sub prime lending will be affected, including credit cards.  A great many 

American consumers are not prime borrows.  This indicator is to be watched with 

vigilance!! 

 

So far this is a positive but I believe this indicator is weakening 

 

Corporate profits exceed YoY growth of 10% 

Probability of Occurrence  30%  

Impact   6 

 

It is general consensus on Wall St. that corporate profits will slow down in 2007 which 

seems reasonable to me.  I believe that corporations will not drag on the economy but 

won’t add as much as it has in the past few years.  Profits are not falling; they just aren’t 

growing as fast. 

 

Profit growth is down; this is a slight negative indicator 
 

Real Estate prices drop greater than 10% in 2007  

Probability of Occurrence  40% 

Impact   6 

 

Currently the 30 year mortgage rates are holding at 5.68% which in the scheme of things 

rates are still very attractive.  Currently I don’t own a house and plan to rent for at least 

one more year because I expect housing prices to come down more.  Below is a chart of 

30 year mortgage for the past 5 years. 

 

 



 

 

 

 

 

If rate drop below 5.25% it may reignite the whole housing market once again.  Longer 

term there will be some support in the lower end of the market from the demographics of 

boomers who are downsizing but shorter term this is where the sub prime will be hitting 

the hardest. 

 

Obviously this is a big negative. 

 

$1,000,000,000,000.00 (Trillion Dollars) Trade deficit by 2010 

Probability of Occurrence  50% 

Impact   3(short term) 

 



That is not a typo, T as in Trillion not B as in Billion. Last year we imported $763.6B. 

 

Yes this is a bad thing also… 

 

International value of the US dollar declining >20% in next 5 years 

Probability of Occurrence  75% 

Impact   7 
 

Although the economy has grown over the past few years I don’t believe it can continue 

to support the current public and private debt burden.  I believe that in the long term the 

dollar has no direction to go but down.  The combination of poor education, poor fiscal 

discipline (public and private), and mass retirement only leads me to believe over the 

next 20 years it would be better to place a significant portion of your investments 

overseas to obtain better growth and to take advantage of the eventual currency 

devaluation and fall in local purchasing power.    

 

http://en.wikipedia.org/wiki/Image:USTrade1991-2005.png


 
 

As you can see from the above chart, in 2001 it took about 85 cents to buy a Euro, today 

it takes over $1.33 (a 2.5% increase since the last report) and I don’t foresee this trend 

changing anytime soon. 

 

There was I time in my life when I thought I would move out of the US and leave my 

money invested here.  It looks more and more that I may have gotten this scenario 

backwards; I should send my money abroad and getting superior returns due to world 

economic expansion and then get a currency devaluation kicker when I bring the money 

back into the US.  As the dollar falls my money overseas is worth more. 

 

This is a negative indicator. 

 

Democratic Congress attempting to mess up the economy 

Probability of Occurrence  95%  

Impact   4 

 

Congress is attempting to tinker with the economy and it will most assuredly have the 

most negative of consequences if it is successful.  It despises big business, it wants to 

alienate China, attempts to prevent immigration, rollback free trade, raise taxes and 

attempt to redistribute resources that we can not afford.  I believe that the more you 

attempt to control the economy the more you hurt it; it is in EVERYONES interest to 

have a strong growing economy.  Lower taxes will help keep the economy and robust 

economic opportunities will help far more people than any government program.   

 

Readers of my review know that I carefully consider the tax implications for any 

investment decision that I make.  Any changes in the tax code will most assuredly change 



my investment behavior and the revenue stream that the government receives from my 

success.  Current tax law encourages me to attempt to make money and allows me to 

change my investment strategies without a burdensome tax hit if I hold an investment for 

a year or more.  I can afford to cash out of a position, pay taxes and move to a new 

investment. This tax policy allows me to change investments, adds liquidity to capital 

markets, thereby keeping the capital markets efficient.   

 

An aggressive tax structure will mean that I will put my money into and investment and 

never move it, thereby never paying taxes.  In my case, higher taxes will likely lower the 

government’s net revenue and means a less efficient deployment of capital hence a 

weaker economy.  It will likely reduce my returns and the governments simultaneously. 

 

Again, how can this be good for the investor? 

 

Continued large world excess in liquidity (downgraded from 80%) 

Probability of Occurrence  70%  

Impact   8 

 

Globalization has created unprecedented wealth and it is sloshing around the planet trying 

to find a home.  Prices of investment instruments to put this capital to work will continue 

to rise as more and more wealth is created each day and must be put to work.  Stocks and 

bonds are a commodity with a somewhat fixed supply and each day that demand for 

those products increases as more wealth is created wanting those products.   

 

We need to watch a potential credit crunch in the US and we need to watch international 

money flows such as the Yen carry trade. 

 

This is a very positive indicator 

 

Domestic Macroeconomic factors: 

 

Baby Boomers Retirements and Social Insecurity 

Probability of Occurrence  99% 

Impact   9 (long term) 

 

This policy has the potential for massive socioeconomic upheavals over the next 30 years 

and I am not sure we are prudent enough as a culture to take the “medicine” that is 

required to solve the Social Security problem.  Currently Social Security and Medicare 

consume 40% of all federal revenues which equates to 7% of GDP.  This is projected to 

go to 14% of GDP by 2040.  

 

The three easy (unpopular) fixes is to either; raise Social Security taxes now, cut 

everyone’s benefit by 15%, or raise everyone retirement age by 5 years.   



Global Health Issues: 

 

Mutation of the Bird Flu to a Human form  

Probability of Occurrence  10% 

Impact   10 

 

Bird Flu Virus (Avian form) reaching the U.S. 

Probability of Occurrence  25% per year 

Impact   4 

 

I would encourage you to read up on this subject and be prepared.  See the following link 

for more information.  http://www.cdc.gov/flu/avian/ 

 

International / Foreign policy issues: 

 

Al Qaeda attack in the US 

Probability of Occurrence  20% in next 5 years 

Impact   8 

 

Unlikely but should be planned for…   It is always wise to own some out of the money 

put options to protect against a sudden stock market collapse.  

 

Every portfolio should always have long dated out of the money puts in it.  Without these 

instruments, if something catastrophic were to occur 50% of your saving could be 

eliminated overnight.  Government Bonds will protect to some degree. 

 

Economic crisis in China next 5 years 

Probability of Occurrence  15% 

Impact   9 

   

As with all rapid economic expansions we always have to be on the watch for a crash.  

Some fundamental problems with china is that its currency is undervalued, once all the 

cheap labor is absorbed, that is when efficiency will need to become a factor to fueled 

sustainable growth as with any economy.  Once China becomes “fully employed” wage 

pressures will cause labor rationing therefore economic slowdown. 

 

Destabilization of Pakistan in the next 2 years 

Probability of Occurrence   30% 

Impact    6 (8 for Indian investments) 
 

Destabilization is a polite word for Pervez Musharraf “eliminated”.  My major concern is 

that the Islamic Republic of Pakistan has tested nuclear weapons and has between 25-50 

nukes.  Historically it has never gotten along with India who also happens to have ~50 

nukes of its own.   It is unlikely that a pro-western government would the come from the 

sudden “demise” of Musharraf.   I believe that Osama Bin Laden is hiding in northern 

http://www.cdc.gov/flu/avian/


Pakistan and him and his crew would benefit greatly from a coup…  If it occurs, be very 

wary of shipping containers coming from Pakistan that may contain unwanted cargos. 

 

War in Iran 

Probability of Occurrence  10% in next 3 years 

Impact   9 

 

This is a dangerous game of chicken that neither side should be playing…  

 

North Korea nuclear war (downgraded from 5%) 

Probability of Occurrence  <5% in next 5 years 

Impact   9.5 

 

For a change we have started to use diplomatic efforts to get our way.  Lets all hope for 

positive results.  I would love to remove this item from my report. 

International Economics: 

 

Continued growth in China for next 5 years (Downgraded from 80%) 

Probability of Occurrence  70%  

Impact   8 

 

According to the CIA China is the second-largest economy in the world after the US, 

although in per capita terms the country is still poor.  At current growth rates China could 

be the world largest economy by 2020 based upon purchasing power parity.   

 

Restart of growth in Japan (upgraded from 60%) 

Probability of Occurrence  70% 

Impact   6 

 

The IMF dramatically upgraded its outlook for Japan's economy, saying its recovery 

remains "solidly on track" after a decade in the deflation.  Japanese gross domestic 

product (GDP), or total economic output, will grow 2.8 percent in 2006, sharply up from 

a September forecast of 2.0 percent, the International Monetary Fund said.   

 

I believe that the entire region is benefiting from China’s economic expansion, take a 

look at Japan.  Even though relationship between Japan and China are “not great”, 

China’s next biggest trading partner after the US is Japan. 

 

Continued growth in India (Downgraded from 80%) 

Probability of Occurrence  70% 

Impact   6 

 

Play: Purchase IIF or Indian mutual funds 

Post Play: Retire rich… 

 



Continued growth in Australia  

Probability of Occurrence  70% 

Impact   5 

 

Despite recent pullbacks in the commodities markets I still believe that Australia is still a 

great lower risk way to benefit from the growth in Asia. 

 

Play: EWA 

Post Play: Retire and live well…  

 

Continued anemic growth in Europe 

Probability of Occurrence  40%  

Impact   5 

 

Europe is actually seeing some growth these days; the more progressive economies are 

doing better…  I would now consider putting some money in Ireland, UK, and Germany. 



Chapter 3 

The Plan 

 
Every trader reserves the right to make a more intelligent decision today than he made 

yesterday. 

 

- Sheldon Natenberg 
 

 

The Good 

 

 Growth in the developing world continues to grow at an unprecedented rate that is 

contributing to a massive increase in world wealth 

 Growth in Europe and Japan is picking up 

 I believe that some US stocks are getting cheap 

 So far the housing bubble unwind isn’t affecting the economy as much as I feared 

 Interest rates remain relatively low 

 Unemployment is low 

 We have a very competent Federal Reserve 

  

The Bad 

 

 A potential reduced global liquidity  

 Slight economic growth slow down in the US is expected this year 

 The unwinding of the housing market 

 Higher energy, metals and grain prices 

 The new Congress seems tempted to fiddle with the economy 

 Emerging markets are getting bid up on speculation 

 Lower corporate profits growth rate this year 

 Dollar is weakening 

 Trade imbalance 

 Budget deficit 

 Iranians provoking people who tend to solve things with aggressive negotiations 

 

 

The Ugly 

 

 Potential of consumer credit crunch due to multiple factors 

 War on Terror/global instability 

 

 

 



 

 

So… What is the Plan? 
 

I expect unpredictable results though Q2 therefore I plan to be on the sideline for the next 

few months but I expect to be fully in the market by the end of summer. 

 

I am still guessing a 5% growth in the S&P 500 index for 2007 based on prices at the 

beginning of this year.  For now I believe that the risks are too high and rewards are too 

low to put new money to work… My plan for new money is to invest in short term bonds 

(SHY) this quarter.   

 

I would expect a better market by 2008 so for those of you with long term investments 

may want to ride out the soft market for the next few months.  Any new money or 

dividends, I would stay put until later in the summer or after another sell off of 5-10%.  If 

a major market sell off occurs this year it may be a good time to sell bonds and get back 

into stocks.   

 

My long term preference is to invest outside the US this year due to my expectation of 

the falling dollar and strong economies overseas but overseas markets, especially 

emerging markets, are getting frothy.  

 

The danger is that if the US economy were to falter it will drag the all the world markets 

down in multiply amounts of loss in the US markets.  If the US market drops by 10% it 

would not surprise me to see emerging markets to fall 10%-30%.  Higher reward yields 

higher risks. 

 

 

 



Chapter 4 

Domestic Investment Ideas for 2007 
 

I am still recommending avoiding individual stocks and I am emphasizing more focus on 

ETF and indexes.  As I start to follow my own advice, my portfolio should start to look 

more like the advice that I dispense. 

 

In general this issue is pointing out potential investments after a market pullback; I 

believe the market is too risky to place additional capital to work at this time. 

Dividend ETF 

 

ISHARES Dow Jones Select Dividend Index 

Symbol  DVY 

Sector   Large Cap Value ETF 

Risk   Lower 

Return  Lower 

Complexity  Simple 

Time Horizon  Long term (36 months +) 

Tax implications Dividends are taxed 15% rate  

Account(s)  Taxed and IRA 

 

This ETF specializes in high dividend stocks.  The index is comprised of one hundred of 

the highest dividend-yielding securities (excluding REITs) in the Dow Jones U.S. Total 

Market index.   It has a very low P/E, high dividend (3.1%) with tax advantages, long 

term growth opportunities.   This ETF would make a great foundation in any portfolio. 

 

For those of you who may be nervous about the market now, this would be a “safer” 

investment since the high dividend yield should limit the down side. 

 

I am primary recommending this for a taxable account to take advantage of the special 

tax rate on dividends. 

 

This EFT has consistently outperformed S&P 500 for the past year and has a higher 

dividend yield with a .4% expense ratio. 

 

Commodities Plays 

 

Caution: These stocks are indirect plays on commodities which are very volatile.  These 

are not a buy and hold stocks, nor are these stocks for day trading either.  Owning these 

stocks for a few years may be a good idea, but once you hit your target…. SELL THEM!!  

Any hint of a recession or drop in commodity prices and the market will sell these stocks 

mercilessly. 



 

 

Security Name Diamond Offshore Drilling 

Symbol  DO 

Sector   Oil and natural gas drilling company 

Risk   High 

Return  High+ 

Complexity  Simple 

Time Horizon  Medium term (6-18 months) 

Tax implications Dividends are taxed 15% rate  

Account(s)  IRA and Taxed 

 

About once a year I stumble across a company that I find a hard time believing the 

forecasts and this is one of those companies.  This company has been trading between 

$70-$90 dollars for the past year but its earnings are expected to grow this year by 50% 

and again its profits are likely to go up another 50% in 2008!! By 2008 assuming the 

same stock price I expect the PE to be around 6.5, not bad.  Let’s assume that fair value is 

10.0 this means the stock needs to go up by 50% over the next two year… if the PE were 

to go to 13 then the stock would need to double. 

 

So you want to find some oil out in the middle of the ocean?  These are the guys you are 

going to have to call to get the job done.  This company is deepwater oil and gas drilling 

contractor. The company owns and operates a fleet of 44 offshore rigs. Its customers 

primarily include oil and natural gas companies and business is darn good. 

 

This phenomenon is not only limited to Diamond Offshore, it is affecting the entire 

sector.  Other stocks to research are Transocean (RIG) Noble (NE) and GlobalSantaFe 

(GSF).  The Oil Services HOLDRs (OIH) ETF is a good diversified way to play these 

names and along with others in this sector.  Diamond Offshore is my stock of the year… 

 

See the disclaimer at the beginning of this section. 

 

Security Name Deere & Co 

Symbol  DE 

Sector   Farm Equipment 

Risk   Moderate 

Return  Moderate 

Complexity  Simple 

Time Horizon  Long term (6 - 36 months +) 

Tax implications Dividends are taxed 15% rate  

Account(s)  IRA and Taxed 

 

So you want to grow some corn to make some ethanol?  These are the guys you are going 

to have to call to get this job done.  Deere & Company manufactures and distributes 

agricultural and commercial equipment worldwide.  As the grain prices have risen getting 

more out of each acre has become more and more important.  That’s where these guys 



come in.  Also as the world becomes richer, more third world countries can afford farm 

machinery. 

 

I think that I am a little late in recommending this one because the stock has already run 

up but earning should grow by 30% next year.  But I believe that it has longer term legs 

than my previous pick, this stock had more potential for sustained earning for many years 

to come.  Also this stock pays a modest 1.6% dividend 

Banking 

 

Security Name Bank America  

Symbol  BAC 

Sector   Banking 

Risk   Moderate  

Return  Medium 

Complexity  Simple 

Time Horizon  Long term (36 months +) 

Tax implications Dividends are taxed 15% rate  

Account(s)  Taxed 

 

Let’s talk about banking but specifically let’s talk about Bank America.  Why do I like 

this one?  That is easy; it has a low Price to Earnings (PE) ratio and a great dividend 

yield.  It makes about 8% each year on your invested money and kicks half of that out to 

the shareholders as a low tax dividend payable each quarter.   

 

I think in the name of diversification you may want to add some of this to your portfolio.  

This instrument should be focused on your taxable account due to its high yield with low 

dividend tax rate.   Note is has a slightly higher yield than SHY but since it is a stock it 

should grow and you also have to factor in the 15% taxation treatment for the dividends.   

 

Security Name Goldman Sacks  

Symbol  GS 

Sector   Investment Banking 

Risk   Moderate +  

Return  Medium 

Complexity  Simple 

Time Horizon  Long term (36 months +) 

Tax implications Dividends are taxed 15% rate  

Account(s)  IRA and Taxed 

 

Why do I like Goldman Sacs? That is easy; it has a low Price to Earnings (<10) ratio and 

a great growth.  How does it make money?  I don’t know and most people don’t know 

either, it is best described as a black box of investment, banking and global trading.  It 

has some of the best financial minds in the world working for it and I think owning some 

of this company for the long run is a good idea.  It doesn’t pay a high dividend because it 

has better uses for your money.   



Chapter 5 

International Ideas for 2007 
 

2007 Economic Growth Forecast by Country 

China 9.4% Ireland 5.3% South Korea  4.2% United Kingdom 2.4% 

India 7.4% Chile 5.3% Turkey 4.0% United States 2.2% 

Pakistan 6.6% Malaysia 5.2% Taiwan 3.9% Belgium 2.1% 

Russia 6.5% Hong Kong 5.0% Sweden 3.3% European Union 2.0% 

Argentina 6.3% Singapore 5.0% Brazil 3.3% France 2.0% 

Venezuela 5.5% Thailand 4.3% Mexico 3.2% Japan 1.9% 

Egypt 5.4% Israel 4.2% Australia 2.9% Germany 1.6% 

Indonesia 5.3% South Africa 4.2% Finland 2.7% Italy 1.2% 

Notice that the United States and Europe lag behind the rest of the world in expected 

growth this year.  China and India once again lead the pack in world growth; Ireland has 

the lead for developed countries with Australia running a distance second.  Now one 

can’t make an investment in a country just based on GDP expectations, but it is a start… 

 

When investing internationally (and domestically) I encourage you to diversify your risk 

by investing in ETF/CEF/ETN.  Typically these instruments have a portfolio of 

investments within a country or region.  I believe it is to risky and time consuming to try 

to pick individual stocks in other country (although my portfolio has a small amount of 

international individual stocks in the form of ADRs). 

International Investments that I like 

 

Banking 

 

Lloyds TSB Group plc  

Symbol  LYG 

Sector   Foreign Bank (UK) 

Risk   Medium+ 

Return   Medium+ 

Complexity  Simple 

Time Horizon  Long term (36 months +) 

Tax implications Dividends are taxed 15% rate  

Account(s)  Taxed and IRA 

 

Now my next pick is another company that has been getting beaten down and in my 

opinion is a good value, Lloyds.  This stock has two things going for it, a high yield (over 

5%) and exposure to the British Pound.  When you invest you are essentially converting 

your Dollars into Pounds.  If you believe the dollar is falling then this is a great stock to 



own since even if the stock price doesn’t go up in the UK, if the dollar falls the price will 

go up here in the US. 

 

I believe that this is a low risk medium return stock, meaning if you hold it for the next 

three years, you should expect decent return with a low risk of loosing money.  Whenever 

you see a big dip in the stock or stock market you should pick a few more shares to add to 

your portfolio. 

 

This stock risk rating is slightly higher since you have exposure both in UK banking and 

British currency. 

 

New ETF 

 

 

iShares MSCI Japan Index Fund  

Symbol  EWJ 

Sector   International ETF 

Risk   Low + 

Return   Medium+ 

Complexity  Simple 

Time Horizon  Long term (36 months – 60 months) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 

I believe that the Japanese market slowing making headway.  I have owned this ETF 

several times over the past couple of years and would have been much better off just 

owning it.  As the yen rises, the value of these companies, when valued in US dollars, 

will add a significant tail wind to this investment. 

Repeats 

 

iShares MSCI “EAFA” Europe, Australia and Far East Index Fund  

Symbol  EFA 

Sector   International ETF 

Risk   Low + 

Return   Medium+ 

Complexity  Simple 

Time Horizon  Long term (36 months – 60 months) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 

Morgan Stanley Capital International Australia Index  

Symbol  EWA 

Sector   International ETF 

Risk   Low + 



Return   Medium+ 

Complexity  Simple 

Time Horizon  Long term (36 months – 60 months) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 

For those who want to play either China or India indirectly I believe that Australia is a 

place for you to invest.  This ETF is traded in the US that matches the Australian stock 

market which is a significant supplier of raw materials to Asia. 

 

Needless to say the economy is still good, they have a similar culture to the US and 

Western Europe but without the some of the issues that the US or Europe currently is 

experiencing.  As long as India and China continue to need raw materials to build out 

their infrastructure, Australia will be a good play.    

 

This is a good play for those who want to have some money invested outside of the US 

but don’t want to play the emerging markets game.  Be forewarned the Australian 

economy is leveraged toward raw materials. 

 

The New Ireland Fund  

Symbol  IRL 

Sector   International CEF 

Risk   Moderate  

Return   Moderate 

Complexity  Simple 

Time Horizon  Medium term (12 months – 24 months) 

Account(s)  IRA and Taxed 

 

Currently Ireland is the only country in the EU where I would put a nickel (I am watching 

Germany).   

 

 

iShares MSCI Emerging Markets Index  

Symbol  EEM 

Sector   Emerging Markets ETF 

Risk   Moderate 

Return   Moderate+ 

Complexity  Simple 

Time Horizon  Long term (36 months – 60 months) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 

This is a diversified one stop shop for getting your feet wet in emerging markets.  I also 

like that fact that options are traded against this instrument.  See the link below to find 

how diversified this instrument is.  Also this ETF pay a modest dividend of ~1% 

 
http://www.ishares.com/fund_info/holdings/holdings.jhtml?period=m&symbol=EEM 

http://www.ishares.com/fund_info/holdings/holdings.jhtml?period=m&symbol=EEM


 

 

iShares MSCI South Korea Index 

Symbol  EWY 

Sector   International ETF 

Risk   Moderate + 

Return   High  

Complexity  Simple 

Time Horizon  Medium term (12 months – 24 months) 

Tax implications Dividends are taxed 15% rate  

Account(s)  IRA and Taxed 

 

South Korea is another indirect play regarding china.  One advantage is that their 

northern neighbor helps to keep these stocks cheap.  Unfortunately they will remain 

cheap as long as Kim Jong Il stays in power.  But given that I think that he just likes 

being the center of attention I don’t think war will break out. 

 

Security Name Morgan Stanley India Investment Fund (IIF) 

Security Name India Fund, Inc (IFN) 

Sector   Emerging Markets Closed End Fund (CEF) 

Risk   High 

Return  Extraordinary 

Complexity  Simple 

Time Horizon  Very Long term (5 years – 10 years) 

Tax implications Consult tax advisor 

Account(s)  IRA and Taxed 

 

I don’t want to bore you with all the statistics regarding India but the future looks very 

bright.  It has an educated work force, has a middle class, is governed by the rule of law 

and is a democracy.  Some drawbacks are that it tends to be very bureaucratic and has a 

long way to go to catch up with the west in regards to infrastructure and culturally not 

very capitalistic. 

 

I would like to have bought these ETFs when the market multiplies were much lower 

(well actually I did), but considering the growth potential and long-term outlook I am still 

comfortable suggesting these instruments at these prices.  Be forewarned these ETFs are 

very volatile, don’t be shocked if you loose or gain 5-10% in any given week.  If you 

don’t have the stomach for these kinds of swings please refer to the Australian ETF 

EWA. 

 

Bottom-line: India has a large population, is organized, has a stable government, 

hardworking intelligent educated workforce, and it has potential strong sustainable 

economic growth.    

 

iPath MSCI India Index Exchange-Traded Note 

Symbol  INP 



Sector   International ETN 

Risk   High 

Return   Extraordinary 

Complexity  Simple 

Time Horizon  Long term (36 months – 60 months) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 

This is the latest rather clever attempt to allow Americans to invest in India using an ETN 

via the Barclays iPath MSCI India Index Exchange-Traded Note.  It is an index exchange 

traded note based on MSCI total return index, which includes the 68 largest companies in 

India.   

 

The slight difference in this instrument and IIF/IFN is that it is an Exchange Traded Note 

instead of a CEF.  What is the world is ETN and why do we care?  This instrument is 

backed by Barclay’s one of the UK’s largest investment banks.  The main difference is 

that it is technically a bond that has a payout based on the Morgan Stanley Capital 

International (MSCI) India index.  Why such an exotic instrument?  I suspect that it is 

just easier than actually investing in India with restitutions on foreign ownership and the 

complex tax laws. 

 

Is it safe? Your only real risk that you really don’t own anything other than a promise 

from Barclay’s that they will pay.  Barclays has a AA rating by S&P and has nearly a 

$100 Billion dollar in stock value… so it is reasonably safe to invest in this vehicle. 

 

Bottom line, for those of you familiar with derivatives an ETN is just an index swap and 

for those who are not familiar with these terms an ETN it just a very sophisticated way to 

create an investment that replicates the performance of investing in India without the 

headaches (and expense) of actually investing there. 

 

So why invest in INP instead of IIF or IFN?  This investment is more diversified and also 

has a very low annual fee of .89% of the asset value.  This compares very favorable to 

IFN with its 2.75% expense ratio and IIF which has an expense ratio of 2.5%.  I need not 

remind you how 1% - 2% can materially change your wealth over your lifetime. 

 

iShares FTSE/Xinhua China 25 Index  

Symbol  FXI 

Sector   International ETF 

Risk   High+ + + 

Return   Extraordinary 

Complexity  Simple 

Time Horizon  Very Long term (5 years – 10 years) 

Tax implications Consult tax advisor (mostly at 15%) 

Account(s)  Taxed and IRA 

 



I have been against investing in China for over 2 years, but have capitulated.  This ETF 

returned over 50% last year.  It’s where the growth is, it is overpriced, it is volatile, and I 

don’t think this is the best of investments but it’s a nice speculative play to add SOME to 

your portfolio.  I would consider having small position but keep it below 5% of your net 

holdings. 

 

 

 

 



Chapter 6 

Advanced Strategies 

 
Commodities ETFs 

 

I reluctantly have decided to include this section, the reluctance stems from the belief that 

most investors should stay away from commodities.  So this section is primarily targeted 

to more advanced investors who follow commodities markets. 

 

These ETF allow investors to either play a commodities basket (DBC) or play individual 

commodities such as Oil, Gold or Sliver.  I personally haven’t used these ETF much but 

from time to time will park my money in the gold ETF.  I have never really used these 

instruments as an “investment”, I tend to view it more as a place to park money or when I 

expect the dollar to drop or when SHY is unappealing to me. 

 

U.S. OIL FUND ETF  

Symbol  USO 

Sector   Crude Oil Index ETF 

Risk   High 

Return   Volatile 

Complexity  Simple 

Time Horizon  Short term (5 days – 1 year) 

Tax implications Consult tax advisor  

Account(s)  Taxed and IRA 

 

The investment seeks to reflect the performance, less expenses, of the spot price of West 

Texas Intermediate (WTI) light, sweet crude oil. The fund will invest in futures contracts 

for WTI light, sweet crude oil, other types of crude oil, heating oil, gasoline, natural gas 

and other petroleum based-fuels that are traded on exchanges. It may also invest in other 

oil interests such as cash-settled options on oil futures contracts, forward contracts for oil, 

and OTC transactions that are based on the price of oil. The fund is nondiversified. 

 

streetTRACKS Gold Shares 

Symbol  GLD 

Sector   Gold Index ETF 

Risk   High 

Return   Volatile 

Complexity  Simple 

Time Horizon  Short term (5 days – 1 year) 

Tax implications Consult tax advisor  

Account(s)  Taxed and IRA 

  



streetTRACKS Gold Trust is an investment trust whose shares strive to reflect the 

performance of the price of gold bullion, less the Trust’s expenses. The gold held by the 

trust will only be sold on an as-needed basis to pay trust expenses. 

 

iShares Silver Trust 

Symbol  SLV 

Sector   Silver Index ETF 

Risk   High 

Return   Volatile 

Complexity  Simple 

Time Horizon  Short term (5 days – 1 year) 

Tax implications Consult tax advisor  

Account(s)  Taxed and IRA 

 

The objective of the investment is to reflect the price of silver owned by the trust less the 

trust's expenses and liabilities. The fund is intended to constitute a simple and cost-

effective means of making an investment similar to an investment in silver. Although the 

fund is not the exact equivalent of an investment in silver, they provide investors with an 

alternative that allows a level of participation in the silver market through the securities 

market. 

 

Deutsche Bank Liquid Commodity:  

Symbol  DBC 

Sector   Commodity Index ETF 

Risk   High 

Return   Volatile 

Complexity  Simple 

Time Horizon  Short term (5 days – 1 year) 

Tax implications Consult tax advisor  

Account(s)  Taxed and IRA 

 

The index consists of six commodity futures contracts: Crude Oil, Heating Oil, Gold, 

Aluminum, Corn and Wheat. It will has 35% in the WTI crude oil, 20% in heating oil, 

12.5% in aluminum, 11.25% in corn, 11.25% in wheat and 10% in gold.  In my opinion 

this is kind of an odd basket of commodities, but it is more diversified then the pure play 

ETFs.  



Ultra-Short and Ultra-Long funds 

 

The goal of an ultra-long fund is to double the performance of the base index.  The ultra 

short fund goes down twice as fast and the base index goes down.  These are very volatile 

instruments (twice as volatile as the market) and should be used only for very specific 

reasons.   

 

Ultra-Long Funds 

S&P 500  SSO 

NASDAQ 100  QLD 

Dow Jones   DDM 

Madcap 400 Index MVV 

 

 

Ultra-Short Funds 

S&P 500  SDS 

NASDAQ 100  QID 

Dow Jones   DXD 

Madcap 400 Index MZZ 

 

So, let us suppose that you purchase SSO, the S&P 500 ultra-long ETF, and the market 

moves up 5% then this fund should give you a 10% return.  To the down side if the 

market we to fall 10% your losses would be 20%.  On the other side of the coin, if you 

are bearish and bought the QID and the market went up 5% you would loose 10% 

 

These potentially are great instruments if you are right… It sucks to be you if you are 

wrong. 

 

These instruments are great for accounts that don’t have margin such as IRA. They also 

can be used in a taxable account if you are temporally bearish but you don’t want to sell 

your portfolio due to tax reasons.  

 

An extremely leveraged scenario is if you had a margin account you could theoretically 

load up on the SSO and then use that to as collateral SHORT the ultra short fund (SDS) 

and hold the cash in your account.  The net effect of this is a quadrupling your exposure 

to the S&P.  I can already here the margin calls…  This is even beyond my apatite for 

risk.   

 

 

 



Chapter 7 

Model ETF Portfolio 
 

Asset reallocation 

 

General profile for a several diversified portfolios 

 

Risk  

Adverse Balanced Growth Aggressive 

US Large Cap: 20% 30% 40% 30% 

US Small Cap: 10% 10% 20% 30% 

International: 10% 20% 30% 40% 

Fixed Income: 50% 35% 10% 0% 

Cash: 10% 5% 0% 0% 

 

US Large Cap: 

SPDR S&P Depository Receipts (SPY) 

NASDAQ 100 Trust Shares (QQQQ) 

Vanguard Value VIPERs (VTV) 

 

US Small Cap: 

iShares Russell 2000 Index (IWM) 

 

International: 

iShares MSCI “EAFA” Europe, Australia and Far East Index Fund (EFA) 

iShares MSCI Emerging Markets Index (EEM) 

 

Fixed Income (Bonds): 

iShares Lehman 20+ Year Treasury Bond (TLT) 

iShares Lehman 7-10 Year Treasury Bond (IEF) 

iShares Lehman Aggregate Bond (AGG) 

iShares GS $ InvesTop Corp Bond (LQD) 

 

Cash: 

iShares Lehman 1-3 Year Treasury bond (SHY) 



 

Year to Date Returns  

Name 

 
Symbol 12/31/06 

Price 
Current 

Price 

YTD 
Gain % 
w/o Div 

YTD 
Gain % 
w/ Div 

SPDR S&P Depository Receipts SPY $141.62 $142.00 0.27% 0.66% 

NASDAQ 100 Trust Shares QQQQ $43.16 $43.53 0.86% 0.92% 

DIAMONDS Trust DIA $120.90 $123.59 -0.66% -0.39% 

Vanguard Value VIPERs VTV $68.23 $68.39 0.23% 0.30% 

iShares Russell 2000 Index IWM $78.03 $79.51 1.90% 2.09% 

iShares MSCI “EAFA” EFA $73.22 $76.26 4.15% 4.15% 

iShares MSCI Emerging Markets EEM $114.17 $116.50 2.04% 2.04% 

iShares Lehman 20+ Year Treasury  TLT $88.43 $88.28 -0.17% 0.62% 

iShares Lehman 7-10 Year Treasury IEF $82.44 $83.09 0.79% 1.50% 

iShares Lehman Aggregate Bond AGG $99.70 $100.26 0.56% 1.35% 

iShares GS $ InvesTop Corp LQD $106.68 $107.27 0.55% 1.40% 

iShares Lehman 1-3 Year Treasury SHY $79.96 $80.46 0.63% 1.34% 

 

The above chart shows the Q1 results of the various “core” ETF that I recommend for 

each individual, these returns are with and without dividend and include all fees.  

 

As you can see the just about everything is out performing the S&P 500 except the value 

fund and 20 year treasuries and the Dow Jones Industrial Average.  The most notable 

returns are both foreign funds and the small stock fund “Russell 2000” index. 

 

Here are the results for the various “no brainer” portfolios using the ratios from the 

previous page. 

 

 

Risk  

Adverse Balanced Growth Aggressive 

Q1 Return 1.34% 1.43% 1.62% 1.98% 

Q1 implied 

Annual Rate* 5.35% 5.73% 6.47% 7.91% 

 *Q1 return multiplied by 4 to give an annual return if current trend were maintained 



 Chapter 8 

Performance and Holdings 
 

Don’t be foolish enough to try to replicate my portfolio, very few money professionals 

would even remotely approve of this portfolio.  This time it is a ridiculously 

conservative/bearish portfolio. 

 

Taxed Account Holdings and Returns for Q1 ‘07 

Name 
 

Symbol Price 
Price 
Paid 

Total ’06 
Gain % Portfolio % 

iShares Lehman 1-3 Year Treasury SHY $80.46  $80.51  -0.06% 67.82% 

UltraShort QQQ ProShares QID 53.71 $53.60  0.21% 13.32% 

Indonesia Fund IF $9.72  $11.70  -16.92% 6.02% 

Intel Jan-08 $15 Call WNLAC $4.80  $6.00  -20.00% 5.95% 

Fronteer Development Group Inc FRG $12.83  $11.88  8.00% 3.18% 

DIA $115 Jan 08 Put YCKMK $2.90  $2.95  -1.69% 2.16% 

SPY Dec 07 $130 Put SFBXZ $2.70  $2.90  -6.90% 1.00% 

SPY Dec 07 $115 Put SPYXK $0.90  $1.20  -25.00% 0.45% 

EWJ Jan 08 $20 Call LBXAT $0.10  $0.10  0.00% 0.19% 

Miscellaneous     0.00% 

Cash or Equivalent  $1.00    -0.08% 

      

     100% 

 

IRA Account Holdings and Returns for Q1 ‘07 

Name 
 

Symbol Price 
Price 
Paid 

Total ‘06 
Gain % Portfolio % 

iShares Lehman 1-3 Year Treasury SHY $80.55  $80.55  -0.11% 76.51% 

UltraShort QQQ ProShares QID $53.71  $54.91  -2.19% 14.19% 

Fronteer Development Group Inc FRG $12.83  $12.16  5.51% 5.08% 

Intel Jan 08 $15 Call WNLAC $4.80  $6.00  -20.00% 3.17% 

FXI China Index $150 Call VHFAZ $3.6 $10.5 -65.71% 0.86% 

CASH:     0.19% 

      

     100.00% 

 

I got nervous and sold everything, I don’t recommend this since long term holding would 

be subject to taxation (I almost never hold anything long enough for this to be an issue 

for me).  Intel fell back near the levels that I bought it last year so I sold the stock.  I plan 

to hold my bearish/cash position until a major sell off or until mid summer. 

 

I would have been better off this quarter to have followed my own advice and be invested 

in the model “aggressive” portfolio or sold covered calls as recommended last quarter. 

 



Chapter 9 

Final Thoughts 
 

Highlights: 

 

 The world is experiencing unprecedented economic growth due to globalization 

 Populations are getting older in all 1
st
 world countries 

 Western populations are shrinking due to low birth rates (except the US) 

 The US Government borrows too much money and its citizens don’t save enough 

 Social Security will eventually cause a hyperinflation sometime within 30 years 

 The housing market is still drifting lower 

 Manufacturing is moving overseas to 2
nd

 and 3
rd

 world countries 

 We import too much stuff and unnecessarily consume to much crap 

 Short-term interest rates will have to choose up or down… 

 Gasoline seems to be headed higher 

 The investment world looks worst off than it was during the last report. 

 Start locking in profits by selling calls, risks are high and so is volatility 

 I suspect economic slowdown later this year, but not a recession 

 Democratic control of Congress is a marginal decrease in the investment climate 

 Be wary of 2008 elections, it could effect seriously affect your investments 

 China! 

 

 

Currently I believe the market has more risk to the down side than the up side, but if the 

market does sell off, I believe it will bounce back in Q4 of this year.  People with long 

term investments should not sell but “ride it out” and not invest any “new money” at this 

time.  I believe that you should be fully invested by the end of summer. 

 

I believe that it would be a good time to invest overseas or in large multinational 

corporations due later this year due expected economic growth occurring internationally.  

The US market is getting cheap by historical standards and bonds may be getting 

expensive, on the next major market dip I think in may be wise to reduce bonds and 

increase exposure to international markets and US multinationals. 

 

I think the market will likely move down by the time I write the next report but I could be 

wrong.  I expect to be fully invested by the end of the summer.  I am waiting for another 

“big sell off” to sell my short term bonds. 

 

China will be the world’s largest economy by the year 2040.  On a purchasing power 

parity basis it will very likely overtake the US as early as 2015.  This will have 

significant world geopolitical and socioeconomic consequences for everyone on the 

planet and have given in and starting to invest in China.  Learn what you can about China 

and India it will be very important for your long term financial well being. 

 



A significant slow down in the US economy or a significant fall in US equities prices 

could cause extreme reduction in prices in emerging markets.  If a major market sell off 

occurs in the US or overseas… this will be a major buying opportunity. 

 

I am watching for a precipitous fall in imports, tax receipts, and/or reduced sales at 

retailer.  Any one of those events will be my signal to get out of the market.  It could be 

next month, it could be this time next year, and it could be never. 

 

Globalization helps the economy.  Cheaper goods and services appear on our shores 

everyday and despite the common misconceptions globalization benefits the US.  

 

This is the conclusion of my report, I hope to get the next report out April 1
st
 and 

entertain you with my new thoughts and reflections.  Please send any comments or topic 

ideas for future issues.  GOOD LUCK and good investing!!! 

 

 

Regards, 

 
 

Mark Rush 

951 Fell Street #513 

Baltimore, Maryland 21231 

 

redgroup2@yahoo.com 
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