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Despite Obstacles The Bull Pushes On
                                           January 21, 1999               




Happy New Year!  We are pleased to present the December 31, 1998 performance review for your portfolio.

1998 was a year that will be remembered for quite some time.  Among other things, we saw conflicts with our enemies in Iraq, the near meltdown of many of the world’s economies, and of course, nothing less than the second Impeachment of a President in the history of the United States.  Any one of these things could have been enough to derail the ever-charging bull market of the past few years.  All three, however, would surely be the death knell of our financial party, right?

Well, almost unbelievably, that hasn’t been the case.  At least not yet.  After the third quarter, when world markets plunged in fear of the consequences of these events, the fourth quarter brought about a complete reversal of fortune.  The U.S. market, as measured by the S&P 500 Index, gained over 20%, as did large cap international equities.

In the end, 1998 was a year that reminded us that there are risks associated with investing – something that could have easily been forgotten during the euphoria of recent times.  When seeking out higher long-term returns, one must accept the fact that major setbacks will absolutely occur from time to time, and that they might linger for a period longer than the one we just experienced.

Going forward, only one of the three aforementioned events is still considered a serious threat to market stability – the health of the global economy.  Another panic attack set in briefly last week, when it looked like Brazil was on the brink of financial disaster – despite the aid provided by the IMF.  Their government, however, decided to let the value of their currency fall, which was hailed as a very positive move by the world community.  Thus, one more disaster was narrowly averted.

On a positive note, we feel the conversion to a single currency throughout Europe will provide a great opportunity for business expansion in that region.  For that, and other reasons, this might be the best time to maintain or even increase one’s equity exposure internationally.  Domestically, the global financial crisis hasn’t had as much of an impact as had been originally feared, and while valuations remain at historically high levels, earnings have continued to meet expectations and interest rates are still extremely low.  All in all, it’s not a bad environment.

Given the new year, and the assessment of one’s situation in life that typically occurs around this time, we would like to ask you to take a closer look than normal at your portfolio.  Ask yourself if any events have taken place in the past year that might necessitate an adjustment to your current allocation.  We would be delighted to meet with you to discuss the possibility of making such changes, or to just talk about the progress we’re making together in accomplishing your goals.

I look forward to speaking with you soon.  Best of luck for a healthy and prosperous 1999!

Warm regards,

Tony Reed, CPA, CFP

Director, Investment Services

