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This time kst year 1 predicted that the
stock marker would go up around 8 percent
and the reurn on bonds would be lower
than people had come 10 expect over the
last 20 years. Those following my advice
averaged B 1o 10 percent on their money list
year. So what §s your plan for 2005¢

But wait] | was wrong! Instead of going
up 8 percent the S&F 500 index went up
8.99 percent. | was abso expecting bonds o
eam 3 1o 4 percent. The intermediate term
treasury index only increased 202 percent.
I recommended investors decrease the
amount of moncy they have in bonds and
Increase the portion in stocks, | also sug-
gested using Real Estate Investment
(REITS} as a replacement for some of the
money in the portiolio previously allocated
o bonds. 5

For all of 2004, small company stocks
were up 17 percent, the Nasdag 9
percent, REIS 32 percent, and the
large international index increased
17 percent. If you ok my advice
and had a well-diversified portfolio
you should have averaged 8 percent.

My conservative clients averaged 6 10
B percent with some caming 10 1o
15 percent

Enough about the past, how
should you fnvest for 20052 Exactly
the way | recommended in 2004, 1
expect the stock market o retum
around 8 w 10 percent in 2005,
albeit with some bumps along the
way. Many people have been talking
about a bubble in the real estate mar-
ket. | disagree and believe REITS will
continue to do well

I anticipate that the Federal
Reserve will continue to raise shon-term
interest rates in 2005, 1 don't expect long-
term interest rates to dmmatically increase,
Since current rtes are below the inflation
rate, this rise should not seriously affeet the
eoonemy,

here’s been a lot of mik about the size of

our deficit and its effect on foreign
investors financing our deb | belicve
President Bush will successfully ger a budg-
et passed that will assure the world that he
Is seripus about reducing the deficit

Onver the last year, commodity prices such
a3 oil, copper and namral gas increased dra-
matically. | expect commaodity prices to con-
tinue to remain ar these levels and possible
even go higher as a result of the Asian and
wordd economy’s continued gromth. Ol will
generally remain above $40 a barrel with
occasional spikes similar to what we've seen
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recenily. | don't expet these higher prices 1o
put a significant drain on the U.S. econonmy,
overall scenario means thar it will be
difficult for those investors who are trying to
cam & 10 8 percent investing in bonds. It's
simply not golng 10 happen. For the next
several years, even conservative bond-type
tvestons will need 1o look 1o real estate and
equities o average 6 to 8 percent per year.
[ course, real estate and stock market-
based investments will fuctuare more
than bonds. Many of the retinces 1 talk with
are greatly concerned and compare the mar-
ups and downs 1o riding a roller coast-
er. The thought of losing the money they
depend on 10 maintain their standard of liv-
ing makes them queasy enough, especially
of them lost a lot of money in the
1 between 2000 and 2002
Unforturately, most advisors follow the
mraditional “Buy and Hold,™ methods of
investing which basically sy you should be
willing to sit by and do nothing while you
lose 30 1o 40 percent of your money. |

T
There are ways to invest in
equities with the comfort
of knowing that your
lifestyle isn't at risk.

33

strongly caution against that method — it
just doesn't make sense.

There are ways (o invest in equitics with
the comfort of knowing that your lifestyle
Isn't at risk because of market fluctuation
Unit v, products fike Equity—inde
Annuities (ElAs) were developed by the
insurance industry in an atempt 1o meet
this need, but they force you 1o give up con-
trol and access o your money: You should-
o't buy any investment that requires you o
pay penalties as high as 22 percent tw get at
your money. CW

Jeff Voudrie, CW’s “Your Money™ colum-
nist, is a certified financial planmer,
nationally syndicated newspaper colum-
nish, and president of Legacy Planning
Group, fnc., @ private wealth management
firmt in fobnzson City, TV.
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Ten ways to invest
better in ‘05

Editor's note: Number too on the list of
miast poprdar New Year's resoliutions for
2iHF5 Ix “spendling less money,” according
to the Marist College Institute for Public
Opinion. But what's the best way to take
the money you saved and invest it for
your future? Ventura-based West Coast
Asset Management (WCAM) provides 10
ways to belp you do just that

1. Invest in businesses you understand

Be wary of investing your money in
companies you don't know Take note of
companics you see every day — and espe-
cially those that you see more of today
than yesterday.

2 Pay attention to cash flow

Follow the cash as if you were monitor-
ing your pwn finances. Read anmual
reports and stock offering documents. As
we've seen in past few years, camings
can be deceiving. Compare cash flow o
eamings and consider where the money is
going (ie. dividends, stock repurchases
andl new investments)

3. Look at the balance sheet

Consider the enterprise value {market
capitalization plus debt, minus cash) of a
company — not just its stock price
Tangible assets such as real estate, cash
and investments provide downside protec-
tion in uncertain markees. I you don't
understand these terms, lk o your
accountant or an investment professional
YOu rust.

4 Understand competitive advantage

Prudent investors should always be
looking across the street 1o see what their
competitors are doing. Look for compa-
nies with high barriers 1o entry (potential
competitors have a difficult time getting
into the same business for whatever rea-
son), produet differentiation (how easy is
it for a competitor 1o duplicate the prod-
uct or service at a lower cost), low cost
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structures and patent protection.

5 Consider inventory

A toy store with its shelves full an Dec
26 may be entertaining for youngsuers, ot
investors beware, Pay atention 10 invento-
ry wrnover and produce life cyeles
Companies  that  specialize in  the
ever-changing wordd of technology are
especially prone 10 write-downs

6 Look for recurring revenues

The more the merrier. As Gilletie nvestor
Warren Buffen Bxmously said, *1 sleep well
a1 aight knowing that 2 billion people will
awaken in the moming and shave.”

7 Pay attention at the pamp

TRising oil and narral gas prices result in
higher cost of goods sold. This resulrs in
lower profits for companies who cannot
pass these costs on 1o their consumers

8 Observe company insiders

Pay attertion 10 top executives who are
purchasing or selling company stock on
the open market. These insiders are close
o the business and this can be an indica-
tion of where the company is headed

9 Don't be afraid to sell

Know when 1o bold ‘em and know
when to fold “em. Waiting for a stock 1o get
back t0 a certain price can be a costly mis-
take. Consider taking the (ax loss and
moving on 1o better opporunities. If you
are confident in an investment and its
price gets cheaper, consider doubl
diovam,

10 Be patient

Deon't invest just o invest. Wall Street is

ither rational nor logical toward the
swock market. Patient investors should be
prepared o take advantage of oppamuni-
thes as they arise. CW

Wiest Coast Asset Management, which
originated in 2000 by Lance Helfert and
Kinko's Founder Paul Orfalea, is an
independent money mancger that pro-
vides exclusive equity and fixed income
mandagement to bigh net worth individ-
wals, institutions and charitable foun-
dations




