The Two Investment Seasons of 2008
IN MY OPINION, there are a good number of Chicken Littles running in the streets right now saying, “The sky is falling!”  They have some good reasons for feeling the way they do.  Let’s review them.
The stock market has been on a downturn since November 1st of last year, going from a new, all-time high of 14,000 on the Dow Jones Industrial Average to its current level of approximately 11,800.  This continuing drop has January showing the slowest start in the stock market since 2001.
The sub-prime loan scenario continues to unwind, showing us that the over-abundance of interest-only mortgages and mortgages sold to some individuals who really couldn’t afford them is going to continue to worsen.  How long?  Chicken Little thinks it is going to be forever.

Interest rates are continuing to move lower.  Mr. Bernanke, Chairman of the Federal Reserve, has already told us he is going to continue to lower the discount rate and do whatever the Federal Reserve can to slow the bleeding.  In addition to this week’s ¾-point drop, we need additional ½-point drops.  The question is – how much lower is he going to go?  The problem with lower interest rates is that people on fixed incomes aren’t getting enough returns on their money to pay their bills; couple that with inflation hitting us at the gas pumps and the grocery stores and it’s hard for anyone to not feel squeezed.  With the lowering of the discount rate, banks and financial institutions should continue to lower borrowing rates, which will hopefully help some homeowners who are in dire mortgage straits.  Then, we also have a fallen dollar that is making it very expensive to travel and spend overseas.
With these skies falling, where is the investor to go?  With interest rates going lower, less money is coming into the United States to invest.  It is staying at home, overseas, where their currencies are going higher.  Investing overseas could be a part of Americans’ answer to receiving higher returns.  That was the case last year and could still be the case this year.  However, previous results do not guarantee future returns and investing overseas involves unique risks.  
The precious metals markets (gold, silver and platinum) had double-digit returns last year.  Gold and platinum have hit all-time highs since the beginning of the year.  Then there is the Energy market with crude oil and gas that led the way last year, up over 50% for the year.  Could this continue?  I think so during the first six or seven months of this year.  But again, previous results do not guarantee future returns and there are risks involved with these investments.
The possibility of placing investments in Emerging Markets, International, Energy, Utilities, Natural Resources and Precious Metals could have better returns than keeping money in small, medium and large U.S. companies or in the United States indexes of the Dow, NASDAQ and S&P 500 between now and August of this year.  That is a possibility, no guarantees, but a little of each could improve your returns for the first season of this year.
The second season of the year could see the dollar coming back.  I anticipate that the Federal Reserve will stop lowering rates in June and start raising them again in August and September.  Raising rates could increase the value of the dollar.  Increasing the value of the dollar could start bringing more money from overseas back into our U.S. stock markets.  Our stock markets, primarily large companies, could benefit from this move.  We could then see some monies that are invested overseas by U.S. investors moving back into the United States into large companies.
Interest rates will be going higher, so that will be better for people on fixed incomes, who have placed their money into fixed investments such as CDs, treasuries, savings bonds and fixed annuities.
Historically speaking, an election year is usually an up year for the U.S. stock market.  I believe we are going to see this up year, but it could be a soft beginning with a strong ending.  Chicken Little may be running now, but I believe that by the end of the year, Chicken Little will see that the sky is not falling.  It’s still up there and it’s very red, white and blue.
Bob Hardcastle is the President and CEO of Delta Investment Services, Inc.  His Money Talk radio show has aired every Sunday for 21 years on Country Legends 1430 AM.  Bob is also a weekly contributor on KMOV-TV’s News at Noon.  His new book, Money Minutes – How to Grow and Manage Your Money One Easy Idea at a Time, is soon to be released.
Securities and advisory services offered through VSR Financial Services, Inc., member FINRA/SIPC, a Registered Investment Adviser.  Delta Investments Services is independent of VSR.






