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VIEW FROM PAONIA

I’ve got a question for you: are you basically happy in your life but down in dumps about the world?
I thought so. I’ve heard fabulous reports of what you are doing in your lives – creative projects,
adventures, making changes that reflect your values and spirit. But when it comes to world affairs
and economics, apparently many of you are tossing in bed worrying about U.S trade deficits.
You’re not alone. A recent survey by Ode Magazine, a global publication about positive change, 90%
of their readers consider themselves happy, but paradoxically 60% are pessimistic about the world.
“We found their happiness index was driven by conscious decisions they made regarding their own
lifestyles, such as pro-active commitments to greater personal, spiritual and emotional growth,
redefining priorities, and paying attention to diet and exercise,” says Editor Jurriaan Kamp. “On the other hand, their pessimism is rooted in issues such as last fall’s election and concerns about where this country and the world are headed. The
cognitive dissonance suggests that our readers make a huge distinction between their personal well-being – regulated by factors they can control – and the state of the world – governed by factors which they cannot.”
That last sentence is key. Here at NIS, we do not agree that what happens in the world is completely out of our control.
Through wise and conscious direction of investment capital, Natural Investors are helping to bring about immense changes.
While I would never minimize the damage being wrought by the Bush administration, it’s important to remember that U.S.
politics is only one force operating on the planet. When feeling blue, try lifting your eyes beyond the Beltway. You’ll see
some amazing trends in both the corporate world (see Live Aloha and What’s Up) and among engaged citizen groups (check
out www.worldchanging.org for a regular “blog” of good news).
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LIVE ALOHA

HOLISTIC SOLUTIONS

Our work at NIS involves using
investment capital to serve our
client’s needs while working for a
better world. This depends upon
having a financial system that is
trustworthy. In recent years the reputation of the financial markets has been tarnished. The ethical crimes and collapse of Enron, WorldCom, HealthSouth,
and other corporations a few years ago alarmed the public.
The thousands of people who lost their pensions were devastated, and all investors were concerned because these
companies fudged financial information or hidden conflicts
of interest that caused great harm.
The long list of ethical complaints against these and other
businesses lowered investor confidence. Some pulled out of
the markets entirely, while others discovered Socially
Responsible Investing (SRI) and transferred their assets into
continued on page 3

Social Insecurity: Planning for
Retirement
My parents are in their mid-sixties,
about to retire, and focused on making sure they have their financial
affairs in order. They’re concerned about the debate on
Social Security, both for themselves and for their children
and grandchildren. So far, Bush’s plan to privatize Social
Security (SS) is not getting much traction in the Congress,
but the campaign for reform has raised important questions
for everyone: How do I plan for retirement? How does a
pension plan like SS interact with the other investments I
have? How much should I put into retirement accounts
like IRAs and 401(k) plans versus pension-type plans?
Perhaps a couple of definitions are in order. A pensiontype plan, of which SS is an example, guarantees a set
continued on page 2

APRIL FOOLS – NOT!
In early April I saw a headline I couldn’t believe: the CEO of Duke Energy, a large electric utility company, was calling for
a national tax on carbon dioxide emissions that would reduce fossil fuel consumption and begin addressing global warming. “Personally, I feel the time has come to act — to take steps as a nation to reduce the carbon intensity of our economy,” Paul Anderson told several hundred business leaders at a breakfast meeting. “And it's going to take all of us to do it.”
Anderson acknowledged a national carbon tax would mean bigger utility bills and higher prices at the gas pump for consumers. But unless industry leaders take the lead, he said, the long-term outcome could be even more disastrous.
Senator James Inhofe, an Oklahoma Republican has responded by saying “Duke Energy has fallen victim today to the
scare tactics of the extreme environmental left on the issue of climate change.” But Duke joins a fast-growing roster of U.S.
corporations who are pro-actively address global warming. My outlandish prediction is that George W. Bush – before he
leaves office – will join the rest of the world, corporate America and even many neo-conservatives to push for advances
renewable energy, conservation and a real global warming policy.
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amount of money every month for life
(this amount can stay the same each
year or rise with inflation). When the
recipient dies the pension stops – there
is no residual fund remaining for the
recipient’s heirs. Private accounts, like
an IRA or a 401(k) plan, accumulate
assets over time. There are no guarantees that the amounts invested will be
sufficient to provide a meaningful
income in retirement. With poor management the investments may be
worthless; with good management and
good market returns the accounts
might be worth considerable sums.
The risk is held by the individual –
there is no safety net in an IRA or
401(k). IRA accounts allow remaining
amounts to be passed on to heirs or
charitable causes.
Today, individuals have the opportunity for both, a pension plan in the form
of Social Security or an employersponsored plan, and an investment
account in the form of an IRA or
401(k) plan. Ideally we recommend
that clients do what my parents have
done, have both. For the first several
years of retirement my parents are
planning to live exclusively on Social
Security. They have run numerous
spreadsheets on the costs and expenses

for their new vagabond retirement life,
and feel confident that they can, if
they’re frugal, live on SS alone. While
living on SS they will allow their other
investments to continue to appreciate
until they’re ready to settle down again.
I’m not necessarily recommending that
you do this; each situation is unique.
My mother has what I consider a balanced view of the SS issue: she’s concerned for her own well-being, she
wants to know there’ll be SS for the
next 20 years for her, but she’s also
concerned that there be sufficient
funds for her children and grandchildren. Hopefully Congress can work out
an agreement that assures the long
term future of Social Security, a solution that will be as balanced as my
mother’s opinions. Balance is really the
key to success. It’s difficult in a general
article to define percentages for how to
balance pension accounts with investment accounts; playing with scenarios
in a spreadsheet can help see how the
various numbers play out. You might
start by seeing if your projected
expenses can match the amounts coming from pension plans, with supplements from investments. Contact me if
you’d like help doing this.

When I was talking about this article
with my mother, she said that one of
the most important things that they
had done, what she considered their
best financial skill, was frugality: “We
know how to live frugally, and that
makes a big difference.” When I run
retirement planning spreadsheets for
clients the expense column is always
the most strategic place to exert control. If you’re not exerting control on
the expense column, if you’re not
actively making efforts to live within
your means, expenses can quickly rise
to astonishing levels. And when planning for retirement, with a planning
horizon that can easily be 20 years,
annual expense amounts can easily
double over that time frame. When
you’re living on a fixed income or
have a limited pool of investments, it
can be tough to keep ahead of those
rising expenses.
Regardless of what course Congress
takes with Social Security, it behooves
all of us to be frugal, to save for the
future, and to be as careful as we can
to plan for a secure retirement. Living
within your means and carefully keeping expenses in check will continue to
be one of the most important things
you can do.
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better companies under the management of advisors who have ethical business standards themselves.
Much of SRI’s work is focused on corporate reform, but one of the key
leverage points is the stock market
itself, which has recently come under
scrutiny. Last year, scandals that
involved improper trading procedures
resulted in a $247 million settlement
with five major financial firms. In
April, the Securities and Exchange
Commission (SEC) –the regulatory
agency for the markets and long asleep
at the wheel – continued its pursuit of
criminal behavior and filed charges
against 20 former New York Stock
Exchange (NYSE) floor traders. They
are being charged with “trading ahead”,
which basically involves individuals
trading for their own personal
accounts before filling the buy and sell
orders that come in from clients. These
maneuvers can momentarily raise the
price of these stocks; once the stock
price is higher, the trader can sell and
turn a quick profit. This might generate only a small amount of profit each
time, but the practice was so wide-

spread that these specialists generated
millions of dollars in this manner.
In addition to criminal charges against
individuals, the SEC also is demanding
that the NYSE spend $20 million to
fund outside audits of its regulatory
practices as it is no longer satisfied that
the world’s largest exchange can adequately police itself. Some critics argue
that the NYSE implicitly encourages
this type of behavior because trading
specialists use an “open auction system” in which they can see the trade
orders of large investors before they are
actually placed. This allows them to get
in and out of stocks before big price
swings occur, thereby influencing market prices for personal gain. By comparison, the NASDAQ has an anonymous trading system with fixed prices
and no open auction.
The SEC’s recent report chastised the
NYSE for either knowing about or
being unacceptably blind to the conduct of its floor traders for many years.
It cited the lack of surveillance to capture violations, minimal investigation
of alerts prompted by the system, and

a failure to take disciplinary action
when faced with evidence of misconduct. Even though these activities comprised less than 1% of all trading activity, the specialist firms, such as Banc of
America, Bear Wagner, and Spear
Leeds & Kellogg, now understand that
they must completely assure compliance with ethical business standards or
face further penalties. This is the type
of corporate governance reform that
SRI investors have been demanding for
many years.
The SEC’s three-year investigation into
the exchange’s practices is complete for
now. It is wonderful that the SEC has
finally embraced its role in enforcing
ethical business standards, long the
prime directive of the SRI industry.
Investor confidence is critical to the
success of the markets and to the economic growth of this country.
Government regulatory agencies are
supposed to serve in the public interest
to protect us from exactly these types
of unethical practices, and it is encouraging to see substantive efforts to hold
this industry to a higher ethical standard.

GE = GREEN ENERGY?
GE has always been seen as a nemesis for Natural Investors. But on May 9, CEO
Jeffrey Immelt announced that the world’s largest corporation (by market cap.)
is lacing up hiking boots. Immelt launched GE’s “Ecomagination” project with
enormous financial commitments to clean energy, water and other technologies
– even a hybrid diesel locomotive!
We’ve noticed them eyeing the green trail when GE bought Enron’s wind business
and solar-manufacturer Astropower. Now GE has made huge commitments: doubling investment in clean technologies to $1.5 billion annually, provide products
with environmental-performance advantages, reduce greenhouse gas emissions,
and keep the public regularly informed of its progress in meeting these goals.
GE still is a major nuclear contractor and hasn’t cleaned up their PCB mess in
the Hudson River, so we’re not sending them our investment dollars. But it is
hopeful to see them going back to legacy of their founder Thomas Edison, who
said, “I find out what the world needs, then I proceed to invent.” We’ll be watching
to see how they carry through on this pledge.
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WHAT’S UP ON
WALL STREET? By Hal Brill
2005 has started as a dud for investors,
but behind the numbers I’m seeing
rumblings in the corporate world that
would have been unthinkable a short
time ago.
As I mentioned on the front page, I’ve
received tidings of ill winds this year.
Among them was a review of After the
Empire by French demographer
Emmanuel Todd. Todd outlines what’s
wrong with the U.S. and predicts that
we are heading towards “a stock market crash larger than any we have experienced followed by a meltdown of the
dollar – a one-two punch that will put
an end to any further delusions of
‘empire’ when it comes to the U.S.
economy.” Wow, how’s that for dire!

ver (preferably in the form of bullets to
ward of marauding suburbanites)?
Well, maybe it’s because I’m naturally
an optimist, but mostly it’s that I see
that this picture is incomplete. An
entirely different view emerges in
Thomas Friedman’s new book The
World is Flat. The summary reads:
“What Friedman means by “flat” is
“connected”: the lowering of trade and
political barriers and exponential technical advances have made it possible to
do business, or almost anything else,
instantaneously with billions of other
people across the planet.”
This book speaks of incredible opportunities that are being taken advantage
of in far-flung places like Bangalore,
India, which was helped by globalization when we needed an army of computer programmers to write code for
Y2K. Now technology companies are

niches as situations change. This plays
out very visibly in economics and investing; there are many self-correcting
mechanisms that make fools out of
those who try to predict the future.
For investors, it is important to remember that ill-conceived U.S. government
policy does not automatically lead to
dire straits. In an interconnected world,
companies can seek out opportunities
wherever they may be. The Earth Policy
Institute reported that 2004 was a milestone for the world economy, which
grew by 5.1%—the fastest in nearly
three decades. Among the leaders were
China, Argentina and India.

As for the numbers, 2005 has started as
a dud for investors. Our benchmark
chart shows there was no place to hide,
with both stocks and bonds showing
small losses in the first quarter. Analysts
attribute this to rising oil prices and
I agree with much of
interest rates.
Todd’s analysis of U.S.
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showed
losses
for
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tapping into this talented workforce.
estate tax, spending exorbitant
Certainly there is pain in the U.S. when But behind the numbers I’m seeing
amounts on war and the military,
workers jobs are outsourced, but there
rumblings in the corporate world that
allowing our infrastructure and
would have been unthinkable a short
schools deteriorate, energy policies that is a silver lining, knowing that large
numbers of the world’s poor may
time ago. I’ve put in a couple of sideprop up fossil fuels as if we could drill
escape
from
a
horrific
life
on
the
streets.
bars in this issue that illustrate how
our way to energy independence, the
companies are responding to the needs
health care crisis, restricting civil liberWhat is clear is that the ability of
ties, and… we still haven’t got the mes- human’s to adapt to change is incredible. of our times. Business is the dominant
force on our planet, and it’s encouragsage that there cannot be peace in Iraq
I heard on NPR that, after 3 months of
ing to see that even behemoths like GE
as long as we are perceived as occupiers. relative calm in Israel, real estate prices
are starting to hear the message that
in Jerusalem are starting to soar. It
Then why isn’t NIS closing up shop
Natural Investors have been advancing
doesn’t take people long to fill in new
and advising clients to buy bags of silfor many years.
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