Spring 2010 Newsletter:

Review of 2009:

We predicted this time last year that 2009 would be a bumper year for the aggressive investor. Equity markets gained between 27-35% with some funds gaining much more than others. Emerging markets did well and our own ISEQ performed well (+27%) albeit from a very weakened base. Interest rates fell leading to no value in cash other than peace of mind, but that is a good reason to have held on to some cash. Volatility and Opportunity is what best describes 2009.

2010:

Economic Commentary:

Ireland will continue to struggle this year due to lack of liquidity and confidence along with a banking system still under severe pressure. It is worth noting that talk of banks not lending has largely ceased; because people have stopped asking for money. Unemployment is expected to level off at 13% which is good news in that 87% of the population will remain at work, albeit it at lower incomes and margins. But with low inflation and interest rates, that is a reasonable trade-off.
Elsewhere it is our belief that the first world is already well on the road to recovery albeit it a rocky road. USA, Mainland Europe, China and several emerging markets are growing well with demand for services improving. We should see a gradual pull-back of govt intervention in the second half of 2010 into next year internationally.

Equities:

The best value proposition by a margin will be global equities and in particular in US and Emerging markets. Significant improvement in North America will lead to a drive on demand with emerging markets playing catch-up. Stock holdings in consumables, green energy and commodities are worth consideration. Countries like Brazil will offer real growth as will China, although a concern is that China may again over-heat. Financial stocks will remain unpopular for some time in our view.
Property:

We do not see any recovery in Ireland this year. Rents are under pressure, supply well outstrips demand and interest rates will move back up later in the year, all stopping growth. If interested in buying, buy in Dublin and take your time. Prices in the first half of 2010 will be virtually the same in early 2011 in our view.
Commodities:

Gold will continue to be in demand at least for the first half of 2010; so while its price has soared, there is room for more but be warned: When you see companies offering to buy up your unwanted gold, it is a sign we are close to the top. Other minerals will be in demand as investment in new technology, green energy, hybrid batteries etc comes to the fore. And oil will always be exciting as we know it is a finite resource.
Interest Rates:

We expect US interest rates will start to slowing come back in the summer of 2010 and this will lead to at least 2 Eurozone increases, perhaps of 0.25% per time. We expect any increase to be slow and low so as not to damage growth signs. We also predict that ECB will recover to about 3.5-4% by the end of 2011 or mid 2012 leaving mortgage holders paying a rate of about 5-5.5% generally. Relative to inflation, this will be a moderate interest rate, leading to stable growth and moderate property value.
2010 Opportunities:
- Consider fixing your mortgage rate if not on a tracker

- Expose some of your investment to Latin America

- There will be good growth in US equity markets and stock holdings

- China/Asia will offer growth but beware of possible overheat

- Shop around for everything as businesses compete desperately for your business

- If you have retained cash from the last 2 years, phase into markets over 6-12 months depending on risk profile; By 2011 you will have missed the growth and we will see the usual cycle of fearful investors come back when it is too late. Invest now and have a strategy; do not just buy into an investment fund that is being sold to you.

Disclaimer:


“The above views of Talk Financial Ltd are for reference only. This newsletter does not constitute advice and all readers are encouraged to seek independent qualified advice before taking any action. Talk Financial Ltd accepts no liability for any action one may take from the contents therein”.








