dot-com-induced bear market
savaged equity prices by 60 per
cent.

This time there is a different

trigger called subprime, a fi-
nancial euphemism for dodgy
mortgage loans, which repre-
sentan altogether sterner chal-
lenge for world economies. But

fortunately, there was an im-

mediate and convenient solu-
tion to this credit crisis, when
the US Central Bank cut the dis-
count rate last week. Liquidity
was restored at a stroke.

But remember when the Fed
intervened to prevent the col-
lapse of the LTCM hedge fund
in 1998 despite former chair-
man Paul Volcker arguing that
it’s rarely a good idea to shield
even big players from the con-
sequences of foolish manage-
ment.

In the broadest sense, the
outlook for equities over the
next year or so has changed in-
disputably. And for this reason,
investors would be well ad-
- vised to review their strategies
to limit risk and exploit the op-
portunities generated by de-
clining interest rates in con-
junction with a much tougher
lending regime.
~ Ontheplusside,dodgy cred-

its are widely dispersed
throughout the world and rep-
resent a small proportion of
‘most investment funds, while

damage to equity markets will

ready retreating, recession still ..

remains an unlikely conclu-
sion to the current crisis.

Nonetheless, there are op-
portunities, and whether you
naturally belong to the band of
cautious greybeards or to a
youthful breed of bulls, some
revision to the investment
portfolio must be wise.

The solution is simple.

As expected gold and pre-
cious metals have shown re-
silience in the volatility of the
past three weeks. Metals and
mineral prices look likely to re-
mainrobustinbothstrongand
weak markets. Other com-
modities, particularly energy

and agriculturals, will surely -

perform against a background
of demand growth and expan——
sion limitations.

And while financial services
company earnings collapse,
biue-chipshareswillbe backin
vogue so long as they are well
managed multinationals on
moderate valuations. Asian
markets must not be ignored
and the next bullish cycle may
well be Asian-led.

Finally,and although real es-

tate looks like a busted flush in

English-speaking  countries
and Spain, there are myriad op-
portunities in other coun-
tries.
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