
THE PEACHTREE, 1355 PEACHTREE STREET, NE SUITE 1450 ATLANTA, GA 30309 TELEPHONE 404-815-5050 

 

 

 
 

 

 

Dear Clients and Friends, October 20
th

, 2009 

 

The world is full of diametrically opposed views of where we sit today. The hard part is distilling 

the information into useful and practical decisions. Currently it is easy to find one expert who is 

convinced the markets are poised for a precipitous fall similar to the Great Depression, and 

another who believes with equal conviction that the market is building a base with potential 

gains of at least another 20%. The optimistic experts remind us that over $9.5 trillion of cash sits 

on the side-lines in money market funds, bank deposits or other cash equivalents – enough 

capital to buy all the companies that make up the S&P 500.   

The confusion about the outlook for the financial markets is based to a large extent on the 

uncertainty about the future of our economy. People‟s views tend to be most influenced by local 

events because these impact us the most. In the US, much of the economic news continues to be 

bleak, particularly in relation to unemployment. However, the future for many people around the 

world looks very bright. This is especially the case in the emerging markets where debt levels are 

significantly lower than in the States, savings rates considerably higher, and personal income is 

growing rapidly, albeit from a low base. In these countries, opportunity and growth are abundant 

and will be so for some time. These are some of the reasons that over the last seven years we 

have been increasing our equity exposure to countries and economies outside the USA. 

The NHCO “opportunity set” has not only been in equities. We have seen unprecedented 

opportunities in the fixed income arena. The huge dislocation of the markets, fears of the 

economy and lack of trust in the financial system, has led to equity type returns in the debt 

markets. The window for “alternative lenders” will probably be open for quite a while to come. 

Traditional banks are simply not making credit as easily available, and at the same time our 

country is going to have to digest vast levels of government debt. Without robust lending and 

capital markets functioning at pre 2007 levels, we will have to be prepared for what will most 

likely be a slow growth economy. This is why our firm is paying much closer attention to the 

opportunities that this credit dislocation has presented. 
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The third quarter surprised many in yet again posting strong equity and fixed income returns 

across the board with the S&P 500 +15.6%, the Russell 2000 +19.3% and the EAFE +19.5%. In 

the fixed income sectors the Barclays (formerly Lehman) Aggregate index was up +3.7% and the 

ML High Yield index was up +14.8%. While we do not expect these staggering returns to 

continue, they have made up a fair amount of lost ground from this time a year ago and reiterate 

the fact that in order to capture the returns that make equity investing worthwhile it is important 

to stay invested through periods that can be very stressful. 

At NHCO our focus is to provide sound advice to the „strategic‟ or long-term investor looking 

for opportunities to deploy capital in favorably priced markets so that they can realistically 

accomplish the following: 

 Provide cash flow for current living expenses. 

 Position portfolios to give protection from the potential impact of inflation. 

 Maintain sufficient liquidity in case of some unforeseen event. 

 Protect portfolios from single event risk, whereby a catastrophe in a single stock, bond or 

fund will not in and of itself prevent achievement of the agreed portfolio objectives. 

On the home front, we are delighted to have broadened the depth of our team with the addition of 

Carl Gambrell, who joins us with 34 years of experience in the investment world and more 

specifically in the fixed income markets. I have known Carl and his family since 1986, when he 

was one of my first clients! We thought you might be interested to read a little of Carl‟s 

background in the attached resume. I know he looks forward meeting you as the opportunity 

arises. 

As always we appreciate each of our clients and the opportunity to make a difference. Thank you 

for your continued support and friendship. 

 

With best wishes, 

 

 

  

 


