Marc Faber says "Go Physical"!!!!

** The one liner by Mr Faber "Ben Bernanke appears to have Robert Mugabe (of
Zimbabwe) as his Mentor" summed it all

** Dr Doom predicts a dollar tumble over the next decade, suggests to BUY
physical assets - realty, gold, commodities. As per him, owning assets is
important as we cannot trust central bankers

** expects near term pressure on emerging market stocks, risks higher and
outweigh upside potential due to the sharp run in 2009

** expects economic weakness to persist in US and Europe despite stock
market rally, rates will continue to remain near zero levels

** Expects fed to permanently monetize US debt (atleast under Ben Bernanke),
extra money will not be withdrawn - similar to what happened in Zimbabwe but
at a slower rate - INFLATIONARY pressures will be enormous

** no downside in oil prices given surge in developing market demand and
depleting global reserves

** Two commodities he would play in the current scenario - natural gas and
wheat.

** Likes mining companies - though they have their own set of problems... 

** Standard of living in developed economies will come down as they will
find it difficult to maintain their lifestyles. However, the same for
developing economies will rise leading to jump in per capital incomes and
thus fuel consumption.

** Indian markets not as compelling in the near term, however offers great
value in the long term - very positive on financials.







There was a very interesting article in one of the business dailies a couple of days back as to how various companies in different businesses are now converting themselves into power companies and the fancy for investing in these companies with no visible earning for the next three to four years is similar to the Dotcom internet era.
Somehow I tend to totally agree with the analysis and find no value in power generating companies.

GOLD - THE NEXT MOVE, a period of consolidation<http://www.sandipsabharwal.com/2009/12/gold-next-move-period-of-consolidation.html>
As per expectation gold prices have rallied sharply over the last three months before cooling off by around 8-9% over the last few days. As I had written in September, gold had made a very strong technical move as it moved above the USD 970 per ounce level and my view was that this will lead to a rally upto 1200-1300 levels. This level of gold prices infact has got achieved much earlier than I expected.

The key now is to evaluate whether gold prices will continue to rally significantly or will they give much more subdued returns going forward. I believe the dynamics of gold price movement from here on will largely be dependant on the following factors –

- The pace of recovery in the US and other Western economies and a confidence among investors that we are not going into a double dip recession

-The extent of gold buying by central bankers and flow into gold ETF's

- The increase in gold consumption in China, where the consumption has gone up as it has declined in most other large consumption sectors. Gold demand from traditional consumption centre’s like India, Middle East, US etc. is expected to remain subdued in the near term
-
With increasing signs of an economic recovery in the US we have seen a sharp bounce back in the US Dollar over the last few weeks. The rise has been helped by the Greek and Dubai crises's. The US Dollar Index has moved up from a level of 74 to 78. This has also created pressure on Gold prices. The Reserve Bank of India's decision to buy gold from IMF triggered a sharp up move in an already bullish market a couple of months ago. I believe that although in the long run many central bankers would like to increase their gold holdings as a part of overall reserves, in the near term given the price action where gold prices moved up from a level of USD 680 TO USD 1230 per ounce the pace of this up move will slow down significantly.

The US dollar after taking a sharp beating over the last 9 months is also likely to consolidate in a range over the next few months before continuing its downward journey. As such given the correlation of gold prices and USD movements gold prices are also likely to move sideways rather than move up. Even historically we have seen that gold prices tend to consolidate after sharp moves over a prolonged period of time.

The inflow into Gold ETF's has largely followed the price movement of gold and was also prompted by the fear factor that gripped the markets last year and in the early part of the current year. As fear recedes there is an increased likelihood that these funds will see some redemptions or at the least slowing inflows.

China is the only major country where consumption of gold has moved up. Frankly the consumption pattern of this country is difficult to call. However the current price levels of gold is likely to have at least some impact on consumption. Given the fact that the drop in consumption in other major consuming centres is over 50% just Chinese consumption is unlikely to hold prices up.

Gold investing has also become much fancied among retail investors and a disproportionate share of money is going towards investment demand for gold. Unlike equity mutual funds where the rally has led to net redemptions over the last six months the corpus of gold funds has kept on increasing. One reason for this also is that gold has given positive returns even from the top of early 2008 whereas equity investors who invested at the top of the markets in end 2007 are still in losses. As such, from a behavioral pattern point of view also as gold prices languish or move down we are likely to see reduced investment demand.

As such on an overall basis I do not expect gold to give any significant returns to investors over the next six month to an year. Although I continue to be bullish on gold in the long run and would still give some allocation to gold mainly because the impact of the extreme monetary easing and huge fiscal stimulus’s on inflation is still unclear the near term price outlook seems to be capped.
