
Turbulent Times -   Tony Anderson, President  

(Germany is now the world’s 
largest exporter).  The aging of 
the industrialized nations is 
causing a paradigm shift in 
world power to the Developing 
nations.  This transition will con-
tinue for a long time. 

Over the years the Developing 
nations stood by and watched 
the economies of the industrial-
ized nations grow.  The Interna-
tional Monetary Fund (IMF) and 
World Bank encouraged Devel-
oping nations to adopt ill ad-
vised economic policies causing 
significant currency devalua-
tions.  Now, many of these De-
veloping nations are practicing 
capitalism in some form and 
have recovered from these mis-
steps. Having learned some 
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• S&P 500                                 -2.7%    

• Dow Jones Industrial              -6.9% 

• Russell 2000                          0.6% 

• EAFE (Int’l Index)                    -3.5% 

• Lehman Bros. Agg. Bond       -1.1% 

• DJAIG Commodity Index       15.6% 

• DJ-Wilshire REIT Index           -4.9%  

It’s all about DEMOGRAPHICS…  
Over the years I’ve learned more 
and more the importance of 
demographics and their long-
term impact on the economies 
of the world.  Japan spent a 
decade mired in deflation partly 
a result of the demographic 
makeup of its citizens.  After 
Japan’s post-war industrial ex-
pansion, population growth 
slowed. As a result the Japanese 
economy was forced to rely on 
exporting goods and services in 
order to grow.  Many European 
countries now face the same 
predicament.  As their work-
forces shrink and their popula-
tions age consumption will fall 
forcing a reliance on exports to 
g r o w  t h e i r  e c o n o m i e s .  

A Long-tern view   -   Kurt Ulrich, CFA, Chief Investment Officer 
valuable economic lessons they 
are now flush with cash and 
enjoy high savings rates, little to 
no debt, and strong currencies.  
It has been an amazing transi-
tion!  It is for these reasons they 
should weather higher prices 
and economic slowdowns much 
more effectively (assuming they 
continue to embrace free mar-
kets) than the developed na-
tions who are faced with a 
shrinking workforce, huge debt, 
slow growth and weak curren-
cies. 

Our mantra will be to invest in 
those sectors/industries build-
ing, making or creating the 
goods or services to meet the 
needs of the “emerging” con-
sumer in the Developing econo-

mies of the world.  New infra-
structures are being built in 
these countries spurring incredi-
ble demand for raw materials 
and energy.  Higher protein 
foods are also in high demand 
fueling the price increases in 
that sector.  This global power 
shift is sure to increase the rate 
of inflation around the world and 
is part of the challenge facing 
investors. 

THE SHORT-TERM 

With regard to Inflation… 

As we’ve been stating for a long 
time the increased demand for 
food, energy and raw materials 
coming from countries such as 

(Continued on page 2) 

 It’s been 12 months since the 
market started going down last 
July and 8 months since the 
market-peak back in October 
2007.  The market is now down 
more than 20% since the peak 
in October, which “officially” 
puts us into “bear market” terri-
tory.  While this part of the mar-
ket cycle is never comfortable, 
one silver lining is that our con-
servative/balanced approach 
has allowed us to avoid the 
majority of the downside.  Our 
focus in this turbulent time is to 
preserve our clients’ principal 
while looking for pockets of 
opportunity to generate positive 
returns. 

During a “bull” market, when 
the market is going up, it is 
advantageous to take a broad 
based approach to investing.  

But during times like this, when 
we are in a bear market, it is 
more effective to take a fo-
cused or tactical approach to 
investing.  Over the past 9 
months we have been reducing 
our broad market exposure and 
replacing it with a more focused 
approach to those areas or 
sectors of the market we be-
lieve will hold up and/or rise in 
this weak economic environ-
ment. 

The term “stag-flation” comes 
from combining two words 
“stagnant” and “inflation”.  We 
are currently experiencing a 
stag-flationary investment envi-
ronment in the U.S.:  stagnant/
slow economic growth (typically 
not good for most equity invest-
ments) and rising inflation 
(typically not good for most 

bond investments). 

To add to the challenge, the 
market is being affected by 
several different issues, includ-
ing: higher oil, higher food 
costs, rising overall inflation, 
lower housing prices, banking/
financial issues, geopolitical 
risk (i.e. Iran), etc.  Given the 
multitude of issues faced by 
the markets and economy, we 
don’t see a quick or easy fix.  
Each of the issues listed above 
will need to be addressed and/
or resolved overtime before we 
will see a sustained rally in the 
overall market. 

Two items you may have no-
ticed in your accounts over the 
past few months are increased 
account activity and higher 

(Continued on page 2) 

We are proud to announce 
that for the third time 
Anderson, Riley & Spoor 
has earned a coveted 
place on the 2008 Wealth 
Manager magazine rank-
ing of America’s top wealth 
managers. 
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than normal money market balances.  The increased activity is 
due to our rebalancing efforts and tactically positioning the portfo-
lios to preserve principal and achieve growth.  Prior to making any 
portfolio changes, we always consider the cost as well as the tax 
implication of the change.  With the increased market volatility 
and overall downward bias, we are maintaining higher than nor-
mal money market balances.  The increased money market bal-
ances are not a long-term investment strategy, but more a short-
term safe haven till we have more clarity in the market. 

During these turbulent times, it is natural to feel uneasy about 
your savings.  The science of behavioral finance shows that when 
markets are going up, people tend to believe their risk tolerance 
is higher than it actually is.  When markets are going down, peo-
ple tend to believe their risk tolerance is lower than it actually is.  
These “feelings” can sometimes lead to investors making un-
timely changes to their investments (buying high and selling 
low…).  Part of our job is to help you remove the emotion from 
investing. 

If you would like to schedule an appointment to review your cur-
rent situation, portfolio, goals and objectives please contact our 
office.  We truly value the trust you place in our firm and will con-
tinue to work hard to help you reach your long-term investment 
goals. 

Sincerely, 

Tony Anderson 

China and India (among others) is testing the world’s supply infra-
structure.   For years the infrastructure was able to adjust to 
changes in demand causing prices of most of commodities to wax 
and wane in a cyclical fashion.  Booms and busts were repeated 
every few years.  The producers of these commodities had little in-
centive to invest in infrastructure as the returns were fairly low and 
unpredictable…so they didn’t. 

Now, with inventories of many commodities at or near all time lows 
and worldwide demand continuing to pressure prices the “supply” 
isn’t coming on as many expected.  The “boom” isn’t “busting” and 
inflation expectations are now beginning to increase.  Hopefully, the 
increased prices will slow worldwide growth and help to keep wage 
pressure at bay….but don’t count on it. 

The best defense for these particular challenges is to diversify in-
vestments across a broad array of assets, many of which move in 
different directions at different times (low correlation to each other).  
For instance, short-term high quality bonds may do well in a geo-
political crisis while most equities won’t.  Commodities and com-
modity-type stocks should do well in an inflationary environment 
while long term bonds and certain sectors of the stock market may 
not. 

Overall, we are taking a cautious stance emphasizing capital preser-
vation followed by the pursuit of inflation-adjusted growth.  Being in 
the right place at the right time combined with diversification should 
enable us to continue to meet our long-term investment goals and 
objectives in the years ahead. 

My best,                                                                                               
Kurt 
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