
 
 
 

GEORGIAN CAPITAL THOUGHTS AND STRATEGIES 
 
 

“America cannot be great if we go broke” (Bowles-Simpson 2010) 

The ‘big’ picture looks scary; the corporate world looks wealthy – the stock market does not know 
who will win!? – hence unprecedented volatility.  The flashpoint was the atrocious and unnecessary 
handling of the U.S. debt ceiling non-crisis. 
 

NOW WHAT? 
 

WHAT DO WE KNOW FOR SURE? 

 Interest rates are unusually low and will remain so.  (Good) 

 Banks and companies are awash in cash.  (Good) 

 Unemployment is high (really 12-15%), and unlikely to be reduced much.  (Bad)  
It’s called technology / progress and outsourcing to Vietnam, etc. 

 U.S. infrastructure is old (LaGuardia airport) and Chinese trains travel at 400 km/hour! (Bad – 
behind, and cannot afford investment to catch up.) 

 Oratorical Obama is toast; businessman Romney is next!? 

 Washington gridlock will continue, until at least January 2013! 

 Clinton projected a surplus; Bush spiraled into deficit (2 wars; drug plan; ineptitude); Obama both 
inherited and exacerbated (socialist theme, not jobs and taxes). 

 The U.S. deficit is an intractable reality for many years – no matter who does what. 

 Greece will not repay, and others will follow perpetual debt ‘rescheduling’. 

 Thatcher stayed out of the Euro – she was right – but they will ‘wallpaper’ more. 

 China has risk (real estate; urbanization; pollution; civil unrest), but will be the ‘wild card’ engine. 
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 The ‘democratization’ of the Middle East is positive; but the new leaders are unknown – hence 

uncertainty. 

 Russia no longer seems friendly – major oil supplier, but still needs the West (but less). 

THE NET RESULT? 

 Growth globally will be slow, but positive. 

 Business ‘cycles’ will be imperceptible. 

 Safety / security / preservation will be primary. 

 Bonds will pay little; cash will pay less. 

 Resources will be in demand by many emerging countries (growing fast, no matter what), but 
prices will be volatile and risky.  Energy will be most certain vs. ‘pure’ commodities. 

 The world will remain scary / volatile, and slow, as debt levels must be reduced universally. 

THE GEORGIAN CAPITAL STRATEGY 

 We believe, as before, that quality of balance sheets; and visibility and certainty of cash flows and 
dividends, will be the primary success variables. 

 We are employing cash available to selectively add to positions, with the emphasis on low 
operating risk holdings. 

 Right now, the negative macro concerns are dominating the markets.  In contrast, the Q2 reporting 
season was very positive – as are expectations looking ahead. 

 As markets stabilize, we expect better performance from more defensive sectors – with high cash 
yields. 

*Our fundamental portfolio strategies have not changed.  Consistency – cash – and confidence / 
patience will be rewarded. 

As always, we welcome thoughts, questions and insight.  “This time it’s different”: or is it?  
Leverage remains a four-letter word! 
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