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That’s the way to play it. Makes me proud to be a 
Catholic. 

ETF Currency Edge 

After a year when higher American interest rates 
helped stem pressure on the U.S. Dollar, the currency 
is losing ground around the world.  U.S. policy makers 
and investors are scrambling to cope with what may a 
long period of dollar weakness. 

You don’t have to go far to see evidence of the 
declining greenback – just look to Canada whose 
currency is at a twenty year high to the U.S. dollar. 
After bottoming out at 62 cents in 2002, the Canadian 
dollar known as the loonie has climbed to 90 cents and 
some predict parity. 

It doesn’t take an economist to understand this change 
of fortunes. While the U.S. is running enormous budget 
and trade deficits, Canada has recorded 10 straight 
years of balanced federal budgets, has one of the 
world’s lowest national debts relative to GDP and, of 
course, is benefiting greatly from high commodity and 
energy prices. 

The Canada iShare ETF (EWC) is up 39% over the last 
12 months. 

After showing some strength in 2005, the American 
dollar has also losing ground against the euro going 
from 0.79 euro to 0.82 euro during the last month . 

But it is in Asia that the American dollar faces its 
greatest challenge.    

Pimco guro Bill Gross in his May Investment Outlook 
“As GM Goes, So Goes the Nation” advises investors to 
sell some U.S. assets and look at lower-cost, faster- 
growing countries in Asia that have higher savings and 
investment rates. 

The finance ministers of Japan, China and South Korea 
issued a statement this week that announced 
“immediate launching of discussions on the road map 
for a system to coordinate foreign exchange policy” 
and the further study of a common currency unit. 

While I am certainly not as fatalistic as Mr. Gross 
about the prospects for the American economy, since 
publishing in early 2003 The New Global Investor, I 
have called for investors to have an Asian tilt in their 
global portfolios.  

Since ETFs are not hedged they are excellent 
investment tools to benefit not only from the 
appreciation of stocks held inside the ETF basket but 
also benefit from currency appreciation relative to the 
American dollar. 

Here are a few examples. The Austria iShare (EWO) is 
up 47% over the past year, Australia (EWA) is up 
36%, Sweden (EWD) is up 32% and Singapore (EWS) 
is up 17%. Rydex has also introduced a Euro Currency 

Trust ETF (FXE) that would benefit from a stronger 
euro and has an annual fee of only 0.30%.  

What does America needs to do to keep the dollar 
strong and maintain its premier status as a global 
reserve currency? First, show some fiscal discipline. 
President Bush should follow through on his veto 
threat if the $109 billion spending measure approved 
by the U.S. Senate this week passes the House. We 
have to start somewhere. The markets would also 
appreciate some sort of movement on entitlement 
reform because entitlements account for 79% of the 
national budget. In addition, nothing would help stir 
American innovation, growth and investment more 
than a flat tax.  

A weaker American dollar directly translates into a 
lower standard of living for Americans. A weaker dollar 
may be seen by some as a way to spur exports and 
economic growth but in the end will lead to ruin. Let’s 
make the tough fiscal choices now and avoid relying on 
growth choking higher interest rates alone to defend 
the value of the dollar. 

Filling in the World with ETFs 

While my focus right now is on overseas markets, 
America remains a very attractive country in which to 
invest in. 

700 of world’s largest 2,000 companies are 
headquartered in U.S. and America has the world’s 
deepest and broadest capital markets. America is  

No doubt the fastest growing economy of the large 
industrialized countries and has created a net 30 
million new jobs over the last 20 years. During the 
same period, Europe has created zero net new jobs.  

Our economy is flexible, dynamic and open. Looking 
for proof?  75% of America’s top 100 firms did not 
even exist in 1980. 

But, even if you agree with me that, despite its 
problems, the U.S. is the greatest country in the 
history of world – I cannot advocate strongly enough 
the need for you to have a global perspective in 
building your portfolios. 

I say this because the world is filling in and developing 
countries are rapidly catching up. Let’s keep in mind 
that 200 years ago, when this country was just getting 
started, China was the world’s largest economy. 50 
years ago, the U.S. accounted for 50% of world GDP – 
now it is closer to 20%. By the way, this is still a very 
impressive number. 

Europe was devastated by WWII and China and India 
(40% of humanity) took a wrong turn to follow the 
Soviet style command model becoming frozen in 
socialism and communism. In the 1980’s, both finally 
began to open up to the world and pursue market 
reforms. 
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And, there is no doubt that breakthroughs in 

communications and technology are accelerating how 

quickly countries are catching up – what used to take 

decades now can take only a few years. 

For example, there are 9 trillion emails and sent each 

day more than a billion google searches done each day 

and there are now 2 billion cell phones are now in 

global circulation. 

To underscore and highlight the dramatic changes 

taking place in global economy, here are some 
snapshots of global trends and the related ETF 

investment opportunities. 

• China (FXI) now has world’s largest FX reserves - 

$854 billion 

• India (IIF) is adding 25 MM citizens (the size of 

Canada’s entire population) to the ranks of middle 
class each year  

• US has not been the world’s best stock market in 16 

years 

• Japan’s (EWJ) bilateral trade with China greater than 

its trade with America 

• According to KPMG the least expensive places in the 
world to conduct business are Canada (EWC) and 

Singapore (EWS) 

• The Brazil (EWZ) stock market up over 100% last 12 

months. The country is now energy sufficient due to 

use of sugarcane for ethanol production 

• Taiwan (EWT) and South Korea (EWY) now export 
more to China than to the U.S. 

• 25% of world’s population 25 years and younger live 

in India (IIF) 

• According to Barclays Capital, Asia has received $670 

billion of net capital inflows since 2001 

• Europe is still sitting on 40% of the world’s wealth 
and even though its economy is flat, Germany‘s ETF 

(EWG) is up 42% during the last year. 

• While GM debt relegated to junk bond status,– 80% 

of market value of global auto makers accounted by 

Nissan, Toyota (TM) and Honda (HMC) 

So keep the U.S. at the core of your global portfolio 
but open it up to overseas opportunities using low-cost 

and tax-efficient ETFs as your core investment tool. 

New Products & Services  

First Portfolio has introduced five ETFs including a 
Nasdaq 100 equal weight and an IPO ETF. More on 

these in the next issue. 

iShares started trading the much anticipated silver ETF 

on May 1. The objective of the iShares Silver Trust is 

for the value of the shares of the iShares Silver Trust 
to reflect, at any given time, the price of silver owned 

by the iShares Silver Trust at that time, less the 

iShares Silver Trust’s expenses and liabilities. *Net 

Asset Value (NAV) is determined as specified in the 

prospectus: the iShares Silver Trust's silver and other 

assets are valued on the basis of each day's 
announced London Fix, the price for an ounce of silver 

set by three market making members of the London 

Bullion Market Association, minus all accrued fees, 

expenses and liabilities. 

iShares introduced a suite of focused sector funds 

which slice the sectors even more specifically. State 
Street Global Advisors has filed with the SEC for 17 

new ETFs with most of them expected to be sector 

specific. 

Some of these are going to be more narrowly focused 

that sector ETFs offered by isShares, Powershares and 

Vanguard. For example, one will be an Outsourcing 
and IT Consulting ETF and another is a Regional 

Banking ETF.  

Consider the first exchange-traded fund (ETF) to track 

a commodity index. The Deutsche Bank Commodity 

Index ETF (DBC) started trading just last month on the 

AMEX with an expense ratio of only 0.95%. The ETF 
gives investors exposure to a basket of the most liquid 

and deep commodity markets in the world. The current 

weightings are: 35%, light, sweet crude oil, 20% 

heating oil, 12.5% aluminum, 11.25% corn, 11.25% 

wheat and 10% gold.  

Would you like to convert your portfolio of individual 
stocks into a low cost, tax efficient and compact ETF 

portfolio? Or maybe you need your annual portfolio 

review? Take advantage of my personal and 

customized index services which leads to a clean 

portfolio designed to outperform the garden variety 

benchmarks. Call me at 719-264-1503 for more 
information. 
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Chartwell Advisor Model Portfolio Performance  

as of May 31st, 2006 (U.S. Dollar based) 

Model Portfolio 2003 2004 2005 2006 

Core Conservative +25.4% +18.6% +6.15% +11.6% 

Benchmark (60% MSCI USA/40% Lehman Aggregate)  +8.1% +2.5% +1.7% 

Global Opportunity +41.3% +27.6% +12.79% +6.6% 

Benchmark (MSCI World Index/US dollar)  +12.8% +7.56% +5.1% 

International Opportunity +45.4% +27.7% +16.29% +7.9% 

Benchmark (MSCI World ex USA/US dollar) 

Benchmark (MSCI EAFE) 

 +17.8% 

+17.6% 

+11.85% 

+10.87% 

+8.8% 

+8.7% 

Asian Opportunity +43.5% +25.0% +9.98% +11.52% 

Benchmark (MSCI Far East Free)  +15.2% +22.4% +2.8% 

New Venture Fund    +7.0% 

Benchmark (NASDAQ)    +5.3% 

Gone Fishing   +11.43% +6.1% 

Benchmark (60%MSCI/40% Lehman)   +2.5% +1.7% 

Chartwell Global 30 Average Fund   +16.25% +7.8% 

Dow Jones Industrial Average 

S&P 500 
NASDAQ 

   +4.2% 

+4.2% 
(-1.2%) 

Changes to Model Portfolios 

Core Conservative 

No Changes 

Global Opportunity 

Sell 5% position Matthews India (MINDX)  

Sell 10% position in Latin America 40 (ILF) 

International Opportunity 

Sell 5% position in Matthews India (MINDX)  

Sell 5% position in South Africa (EZA) 

Increase Sweden from 5% to 10% 

Asian Opportunity 

Sell 5% position in Morgan Stanley India (IIF)  

Sell 10% position in Matthews India (MINDX) 

Sell 5% position in Toyota Motor 

Buy 5% position in BLDRS Asia (ADRA) 

Increase Thai Fund from 5% to 10% 

New Venture 

No Changes 

iShares Gone Fishing 

No Changes 

It is important to read "The New Global ETF Investor" before following these portfolios. Members can go at their 
convenience to www.ChartwellAdvisor.com for description of holdings in each model portfolio. 



Chartwell Model Portfolios

ChartwellAdvisor.com’s Global Investment Portfolios  

are available to eNewsletter Subscribers  

and Website Members only. 

To Join, Click Here! 

http://www.chartwelladvisor.com/selection.html



