Autumn/Winter 2009 Newsletter
Economic Commentary:

Global:

It seems the lowest point of the recession was February 2009. Since then, France and Germany have exited from recession while Australia and Canada avoided recession. However, it is our view that a global sustainable recovery is some way off yet. A lift in consumer confidence thanks to Thanksgiving (USA) and Christmas globally could be counter-balanced by profit taking from fund managers.
Ireland:

Our own economy is weaker than the global position. This is due to well-documented issues. None of these issues can be resolved quickly and we predict the Irish economy will remain very volatile until at least 2011 and only then will recover slowly, lagging behind global performance.

The 2010 budget to be announced during this quarter will likely retain income tax rates but we will see new taxes in all things but name – water charges, property taxes, health levies, tax relief cuts, means-testing/taxation of social welfare, etc. The budget will lead to extended economic challenges for Ireland if it does not address VAT, employer PRSI and clarify the govt position on property tax and Capital Gains Tax.
Investment commentary:

Equities:

The six months from March to date has seen a strong rally. We predicted last March that 2009 would be a bumper year for aggressive investors and that has been proven. We now predict a second equity market correction before year-end as institutional investors liquidate some of their profits to close out their year with strong yields. If you have made good margins this year in equity, it may be time to cash-in that profit.
Property:

Outside of Ireland and USA, property did not collapse to the same extent; due largely to more prudent lending and investment assessment. Property in UK fell by approx 20% and has recovered 6% so far this year for instance. In Ireland, we will not see any recovery in property until 35,000 empty homes wash through the system and until we witness the extent of property tax and likely reduction in tax relief for investors. We predict prices will fall further and as NAMA takes hold, banks should be forced back to the business of lending if the investment is to work and stabilise the market.
Commodities:

Oil prices are creeping back up. Commodity funds are perhaps over-valued at present because of this along with significant inflation of late in Gold. This reflects on-going lack of confidence as investor’s hedge against volatile markets by buying gold. At over $1,050.00 an ounce at the time of this update, demand may see its value go up quite a bit further yet. If you have exposure to generic commodity funds, you should bear in mind that positive values are driven by these two holdings.
Financial Opportunities:

· Commercial property rents have collapsed. Avail of it if you are in business
· Quarter 4 is usually a good time to buy property. Look in good rental locations for value close to amenities in our major cities. Might be a good buy out there

· If you have made good direct equity profit this year, take your profit

· In cashing in equity profit, write off profit against non-recoverable losses for Capital Gains before December 2009 – CGT may increase in the budget

· Step into equity on a phased basis over next 4-6 months. There may be falls, but over 6 months you will have spread your exposure and overall should gain
· Avoid long-term fixed deposits. ECB rates will increase in 2010

· Maximise pension investment now as tax relief is likely to be hit in the budget. Income to €150,000 can be pension-funded with relief from PAYE/PRSI/Levy

Disclaimer


“The above commentary is intended as a generic guide only and not as direct advice. All readers are encouraged to seek direct advice before taking any financial action. Talk Financial Ltd does not accept any liability for the contents therein”.








