
 

Dear Clients and Friends, 20th January, 2010 

Who would have thought back in dark days of March of last year, we would look back on 2009 
and see one of the largest market recoveries since 1933. Most of the year was filled with some 
level of anxiety for nearly all clients but market returns demonstrated the importance of rational 
investing and controlling emotions, something that is often hard to do! The S&P500 was up 
+26.5%, the Russell 2000 was up +27.2% and the MSCI EAFE (International Index) was up 
+32.5%. The Emerging Markets soared with the MSCI Index up +79%. Meanwhile those who 
looked to keep their money safe saw a return on U.S. T-Bills of 0.15%. In fact many money 
market funds are now subsidizing the fees they charge to prevent what would otherwise amount 
to a negative return for holding low risk investments! 

This letter and appendix address two important topics that will doubtless lead to further dialogue 
in the coming year:   

 The rapidly increasing importance of economies around the world and the associated 
investment opportunities that are now an essentail consideration for any long term 
investor.  

 The opportunity, regardless of income, to convert traditional IRAs to Roth IRAs. We 
have attached an appendix that we hope will help as a catalyst in this important decision. 

2009 was a year in which clients continued to see the value of a globally diversified portfolio. As 
a backdrop it is worth considering the following table (source: the CIA) that provides context for 
some of our thoughts.  

 Population 
(million) 

GDP per 
Person 

Reserves in Foreign 
Exchange & Gold 

Debt per Person 

U.S.A. 300 $46,900 $77 billion $44,429 

China 1,300 $6,000 $1.9 trillion $282 

India 1,100 $2,900 $305 billion $196 

 
With little or no debt and a growing prosperity we can only imagine what power lies in the hands 
of the future middle class of these and other emerging countries. 

The chart below illustrates the value of U.S. companies relative to the rest of the world. 
Moreover, the Goldman Sachs GDP Forecast for 2010 and 2011 predicts that growth in China 
and India will be at least 3 to 4 times that of the United States.  This illustrates the considerable 
opportunities in the emerging economies, which we expect will be the drivers of global 
investment decisions well into the future. 



 

 

 

 

        

While the price of many stocks have already factored in these expected growth rates (witness the 
extraordinary returns in 2009 of Brazil +129%, Russia +105% and India 103%), we believe 
generally higher growth rates in the emerging economies are a continuation of a long term trend 
and secular change in the world’s economies. At the same time high quality global US stocks are 
quite attractive as they can also provide exposure to growth in emerging markets. Think of the 
gold rush. Many more profited from the sale of shovels and picks than in the discovery of the 
gold itself. With all this euphoria we are still mindful that corrections do occur and we will be 
looking for opportunities to be buyers at appropriate levels. 

On a separate note, beginning this year we have requested that Charles Schwab as custodian 
display cost basis for all our clients’ accounts. We hope this will help as we continue to build our 
reporting systems to provide transparency and clarity for all investment decisions. 

In addition, we are now producing a weekly e-mail commentary written by Carl Gambrell. For 
those of you able to receive this piece, please give us any feedback so that we can continue to 
enhance its value to you. 

As always, we thank you for your loyal support and friendship. 

  

 


