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Dear Friends, 
 
If the McKinsey Global Institute, a highly respected business and economic think tank, is right, the fortunate 
confluence of events that drove a spectacular business, standard of living and financial boom over the last 30 
years may go in reverse or at best may be significantly diminished.  Indeed, U.S. stock markets have gained an 
average of 7.9% a year over the last 30 years compared to a 6.5% 100 year average .  McKinsey predicts U.S. 
market returns of 4% to 6.5% over the next 30 years.  European stocks face a similar fate, having gained an 
average of 7.9% a year over the past 30 years compared with a 4.5% 100 year average.  The drivers of the good 
returns – the end of the cold war, a dramatic drop in interest rates from 18% to between 0% and 1%, a 
demographic boost by the maturation of a baby boomer generation, a rapid increase in productivity and the 
rapid global spread of prosperity may at least partially reverse.  Surely the income inequality that has spawned 
from the good times as governments policies have failed to keep pace with technology is a symptom that we’re 
likely to have a bumpy road ahead.  But is it all doom and gloom?  Are we doomed to have to save more, to 
work longer, to give our children a worse outcome than we had? 
 
Statistics like the market return figures quoted above can mislead.  What magic is there in selecting 100 years 
as a benchmark period?  Aren’t there areas of growth outside of the U.S. and Europe that could sustain a stock 
market advance much like we have had?  Surely there is a bull market somewhere if we look for it. 
 
Gaia accepts the proposition that mean reversion – the tendency for outlying returns far above or below a 
long- term tends to reverse itself until it is at or near the trend - is a fact of life about everywhere we look.  We 
just don’t know when mean reversion will strike.  Gaia thinks that areas where aging will not dominate 
economic and social life over the next score of years offer intriguing possibilities for investment.  Similarly, Gaia 
thinks that investing in areas of the world that are less likely to see political upheaval will stand us in good 
stead.  For the above reasons we are drawn to investing in the Western Hemisphere where both developed and 
emerging markets can keep us sheltered from demographic and political turmoil that we see ravaging Europe 
and parts of Asia, including China, over the next 20-30 years.  It may be true that financial returns the world 
over will be muted as we go forward but if we stay with companies which have solid financials and  grow their 
dividends incessantly we can line our nest egg with more assurance than if we relied on the action of buyers 
and sellers to power our returns.   



2 
 

Gaia Capital Management, Inc.        PO Box 823, Forest Grove, Oregon 97116 USA              800-395-6636 
 

 
 
 
Finally, we don’t believe that bonds, which offer a fixed income in return for a better guarantee than stock 
investors receive, will return any more than their stated interest rate – if that.  As interest rates rise – and they 
will at some point over the next 20-30 years, stocks look a bit less attractive in the aggregate and those of us 
holding bonds may suffer temporary capital loss until they mature.  What went up – bonds had a great 30 year 
run – comes down and goes into reverse. These things said, hitching one’s future in a diversified way to 
company earnings as stock investors do is still the best ticket to wealth for the non-entrepreneur (most of us).   
 
We think that our geopolitical, demographic and dividend foci will stand us in good stead.  We still like the U.S, 
Canada and Mexico as a free trade zone, with vibrant, creative cultures which embrace immigration (though 
sometimes with a lot of noise) and acculturation – something which Europe and Asia in general sadly lack.  We 
welcome you to continue into the unknown future with us, one step at a time. 
 
Thank you for allocating a portion of your wealth to our management. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
The opinions contained in this report represent the author’s current knowledge and are based on sources known to him at the time of 
writing.  Such opinions are subject to change at any time and are presented for educational value.  Any other use, such as investment 
solicitation, is inappropriate and absolutely unintended by the author.  Readers must evaluate information herein presented. 


