
TO ALL OF OUR READERS - BEST WISHES FOR A HAPPY NEW YEAR !

IS THE RISE OF ASIA SUSTAINABLE?

Another year has passed, and an exciting one it was, where many of our long-held beliefs and predictions materialised. Gold increased by 19 percent 
in 2006, silver and wheat both by 43% percent and most Asian markets, China in particular, had a fantastic year as well. 

The US economy, as predicted, is facing an increasingly severe economic downturn, with the property market as well as the US Dollar coming under 
heavy pressure. We expect this situation to significantly worsen shortly as an estimated USD 1.2 trillion of exotic mortgages (mostly with no down-
payment and super-low ÔteaserÕ interest rates in the first few years) will be resetting at significantly higher rates in 2007, with severe effects on consumer 
spending (as housing ATMÕs dry up), manufacturing industries and US financial asset prices. 

It is increasingly becoming clear to the investing public, that whatever the Federal Reserve interest rate policy will be in 2007 it is bound to fail, as 
cutting rates would result in a Dollar crisis (who would want to buy treasuries at a ÔyieldÕ lower than inflation?), while raising rates would kill the 
housing market and push the countryÕs total debt load beyond control. Maybe thatÕs why the insider (executive) selling to buying ratio in the US equity 
market has reached an all-time high of 63:1 last month and why US Treasury Secretary Henry Paulson has reactivated his crisis team, as even he, 
according to a recent article in WashingtonÕs Weekly Standard, now fears Òa serious crisis that would be a body-blow to the US economyÓ. Time will 
tellÉ yet investors should not wait to experience the effects on their portfolios without taking precautions.

As far as we are concerned, we stay clear of US equities and stick to our positions in diversified commodities with an emphasis on precious metals 
and agriculture, cautious alternative/market neutral strategies and selected equity holdings in Asia. 

Given the good returns from Asia lately, many people are wondering whether itÕs still the right place to be. Our view is that, although the region is 
no longer as cheap as it was 5 years ago and the prospect of a US financial crisis no doubt connotes risks for Asian markets as well,  - circumstances 
which clearly warrant caution and suggest to invest on a non-leveraged basis - we still find that one cannot afford NOT to be positioned in Asia as 
the medium-long term growth potential remains enormous and certainly much more promising than the US or Europe, and as Asian markets are, 
importantly, increasingly succeeding in substituting export dependence with reliance on their own domestic consumer markets for sustained growth 
and stability.

LARGE POPULATION = BIG LABOR FORCE & POTENTIAL MARKET
DOMESTIC DEMAND AS % OF GDP GROWTH

2006. THE YEAR THAT FINANCIAL PLANNING TOOK SOME MASSIVE STEPS FORWARD. MAINLY BENEFITIN THE TAX MAN!

2006 must go down as one of the most disorganised years for many decades. This month we are looking back at some of the Global events which 
created much uncertainty, lost confidence and made many wonder Ôwho or what was making the decisions?Õ

LetÕs start at home where the Financial Secretary once again visited GST on the fundamentally correct grounds that reserves must be increased and 
the economy strengthened because globally we are as a species getting older. Here I refer to the average age which for example in Japan will increase 
from 42 to 51 over the next 15 years! The result will be , far less people working to support the young and the retired.

Source: The Economist
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