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I had the opportunity last week to spend a few days at the Milken Institute Investment Conference in Las Angeles.  There were 525 speakers and panellists over three days speaking about the economy, the USA, China, commodities, Europe’s woes, education, technology, healthcare and so on.  It was the best in depth content I have ever heard at one of these.
Some of you might recognize the “Milken” handle.  As head of the high-yield bond department at Drexel Burnham Lambert in the late 1980”s, it could be argued that Michael Milken did more than any one outside of government to finance and fuel the economic boom of the 1980’s and 1990’s.  He financed many of the great capital intensive businesses (media, hotels, communications, and energy) and created some of the great modern day moguls (Ted Turner, Rupert Murdoch, Malone, Steve Wynn, etc) and at the same time created tens of thousands of jobs.

With an estimated net worth of $2 billion in 2010, Mr. Milken is ranked by Forbes magazine as the 488th richest person in the world.  Much of that wealth comes from his success as a bond trader.  In 17 years of trading, he only had 4 losing months!
Despite the black eye of an insider trading scandal, he’s still pretty impressive.  Now, he is the single largest non-government contributor to cancer research in the world.

Obviously still well connected, the Milken conference allowed attendees to hear the likes of economist Nouriel Roubini, Pimco’s El-Erian, oil magnate T. Boone Pickens, CEO’s Steve Wynn (Wynn Resorts), Donna Karan (DKNY Fashion), Jeffrey Immelt (GE), General Wesley Clark, among many others.

So here is a condensed “Cole’s Notes” version of the major outtakes from the sessions I attended:

· We are in a multi speed world, in past USA was 75-80%, now 50%
· Companies in countries like Brazil, Russia, etc are “Big but Local” in their countries but now need to find a way to go “Big and Global” (example that failed were the Japanese banks in the 1980’s)

· Greece is in a downward death spiral with no easy way out

· Given all the monetary and fiscal stimulus, would have to be disappointed with the results

· The world trade system is more robust than most believe

· The “Global Orchestra” not playing on the same page, everyone has self-interest

· The growing middle class around the world will take pressure off US consumers

· The rise of the new Emerging Markets is undoubtedly a good thing long term

· Terrorism is a by-product of weak economic conditions

· Right now, global currencies are in a game of which one is “least ugly” at any given moment in time
· No hard landing until at least 2013 (after US election)

· There will be no choice for most countries but to increase taxes and cut spending

· Natural gas could be setting up for one of the best trades over the next few years

· Brazil has grown faster than China and India over last 10 years, and with 200 million people, a $2 Trillion economy, demand driven economy = bright future

· The average American has $64,000 in a pension plan

· The Internet is not going away but we need to organize our lives in order to control it rather than have it control us (emails, smart phones, IPads, etc) – life and work now seem to go together 24/7

· Will the cultural shift for speed rather than content, info gathering but no assessment, etc… eliminate deep thinking?

· In 2009/2010 $1 Trillion flowed out of equities, mainly to bonds

· In the last 120 years, real estate prices were down in 63 years and up in only 57 years

· Most expect US housing to decline another 10-20%

· Debt per capita in Europe: Ireland $428,000  Spain $46,000

· Debt per capita USA: $46,000   Debt per capita Canada: $23,000
· Early 1970’s total US Government Debt was approx. $400 Billion                           In 2011 total US Government Debt is $9.4 Trillion

· The US dollar will be the world’s reserve currency for at least 20+ years

· Interest rates will stay relatively low for the next 12 months

· Unemployment will remain stubbornly high despite growing economies due to a productivity gains economy

· 40% of all US debt comes due in the next 18 months

· Ben Bernanke will not be re-nominated

· In December 2001, we were within 50 metres of capturing/killing Bin Laden
So the bottom line?  My latest Money Never Sleeps comments remain front and centre:  Short term the optimists have the advantage, long term the pessimists do (but it doesn’t have to end up that way!)

Stay Tuned,
Vito Finucci

Vice President & Director

Private Client Division
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