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3rd Qtr 2008 
Do you remember the phrase, “What 
about the elephant in the living room.” Or 
as the Brits would say, “There’s a bloody 
elephant in the living room!”  We now sit 
on the economic sofa and simply stare in 
disbelief.  How did this happen? I think its 
time to acknowledge and accept the ele-
phant as a fact of life, and begin to adjust 
our long term financial outlooks accord-
ingly. 

The elephant isn’t the coming election, 
globalization, or the real estate mess. 
Rather, it is the accelerating (and probably 
irreversible) transfer of massive amounts 
of economic strength from the United 
States to the Middle East, China, India, 
Russia, Latin America and other developing 
markets.  But we already knew this, didn’t 
we?  For years we’ve read about the manu-
facturing jobs that were shipped overseas, 
and the call centers and data processing in 
India.  Certainly, these were large elephant 
tracks, but the elephant was not yet in our 
living room. It is now, and the spiraling 
cost of oil is one of the primary reasons.  
Oil has jumped from about $25 per barrel 
in 2002 to around $140 today and rising. 
The accumulation of US dollars in the oil 
rich countries is growing so rapidly that 
the balance of global economics has now 
shifted to these creditor nations. The vast 
pools of new wealth have created 
“Sovereign Wealth Funds”, (SWF’s) a new 
investment vehicle that allows the creditor 
nations to invest directly in corporations 
around the world, and also to buy huge 
blocks of national debt obligations such as 
U.S. Treasuries.  The value of SWF’s is esti-
mated to be more than $3.5 trillion and 
climbing fast. 

Let’s jump to the sub-prime mess for a 
minute, then return to the SWF’s.  A few 
years ago, our financial gurus and political 
geniuses observed our housing bubble and 
decided to look the other way. A little bub-
ble was probably not a bad thing, they rea-
soned, especially if mortgage lending was 
not regulated. After all, it would allow our 
nation’s largest banks to profit handsomely 
without having to actually create anything.  
All they had to do was purchase, repack-

age and re-sell mortgage 
debt to other financial in-
stitutions around the 
world. (Thank you, Mr. 
Greenspan and crew) It 
wasn’t even necessary that 
the average investment 
banker understand how 
the products functioned 
or what the risks were. 
Unfortunately, the world 
discovered that these sub-prime “tranches” 
were little more than recycled elephant oats, 
and man, did they stink!  They virtually poi-
soned the western world’s financial systems, 
sending global stock markets into a ten 
month flame-out and causing a severe eco-
nomic downturn that we are just beginning 
to understand. The predicament is so severe 
that some of the largest and most recogniz-
able financial institutions in the world 
(Citigroup, UBS, Merrill Lynch and Morgan 
Stanley) have turned to Sovereign Wealth 
Funds for stability, accepting the infusion of 
many tens of billions of dollars and giving 
up an unspecified amount of control. 

Now, we stare at the elephant.  In order to 
help stabilize the U.S economy, Treasury 
Secretary Henry Paulson has been visiting 
the Middle East to solicit investments from 
the Abu Dhabi Investment Authority and 
other Sovereign Wealth funds. And, as the 
U.S. financial strength declines, the Sover-
eign Wealth Funds will become increasingly 
larger stakeholders in our own economy, 
exerting greater influences, pressures and 
controls.  The elephant can move quickly 
and will take whatever path it chooses. Yet 
despite the obvious negative connotations, 
there may be offsetting positive scenarios 
from the perspective of long term global sta-
bility.  We all know that as one door closes 
another one opens, but it’s hell in the hall-
way in between.  “Protection first and 
growth second” should define our broad 
strategy.  But as we examine our changing 
economy with special caution, let’s be ready 
to explore a new world of opportunities.  
Remember, the cream rises no matter how 
the bottle is shaped or shaken. 

 Van Mason, CFP™, CLU, MBA 



Strike that! I meant the beer we 
drank in college after we turned 
21!)  

The Busch family apparently owns 
about 4% of the corporation now, 
and Berkshire Hathaway owns 
5%.  Stockholder pressures to sell 
may be justified.  InBev would 
provide greater world-wide distri-
bution capacity for Bud, and An-
heuser-Busch would provide a 
huge U.S. distribution network for 
InBev’s Beck’s and Stella Artois.  

Globalization!      Van Mason  

Have you read about the rumored 
sale of Budweiser (Anheuser-
Busch) to the Belgian brewery 
giant InBev for about $46 billion?  
Bud, say it ain’t so! You’re the 
king of beers, the big number 
one!  I’ve patted your Clydesdales 
in Pioneer Square, and even 
helped scrub one of them with an 
oversized window washing 
brush! How could this happen?  
Long before micro brews, Bud 
was the prestigious step-up from 
the Blitz and Oly we drank in 
high school and college. (OOPS. 
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The Nordstrom fashion show was another fun event! It was a privilege to see you and 
meet many of your guest(s). I saw many people taking advantage of the expert advice 
by Lancome artist Tarek, Lingerie’s Fit for the Cure donation program, and  Clarsonic 

systems. Next year should be another great opportunity to try new 
styles and products.  If  your 2009 calendar is already filling up, note  
May 16, 2009 as a “must attend” event!                          Amy Treat 

  Fashion Frenzy!Fashion Frenzy!  

What’s Next...What’s Next... 

Regretfully, we must cancel our plans 
for our Christmas celebration.  Cur-
rent market conditions and an in-
creasingly rigid compliance environ-
ment are making it nearly impossible 
for our usual sponsors to offer assis-
tance this year.  In place of our an-
nual party, we are planning a series 
of quarterly brunches/evening buf-
fets that will combine a program of 
financial and investment education 
with fun social interaction.  

Stay tuned…our first event will be 
this fall! 

 Bud, Say it Ain’t So!    Globalization Strikes Again...  
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The Oregonian has been following the law suits 
against Craig Berkman, one time Oregon guberna-
torial candidate, former power elite of the Oregon 
Republican party, and failed/disgraced venture 
capitalist. Mr. Berkman borrowed a little too much 
money from his three venture funds (about $13 
Million) then ran off to Florida where he bought a 
$4 Million home. When challenged in court as to 
the difference between “borrowed” and “stolen”, 
Mr. Berkman said that he planned to pay the 
money back, so “borrowed” was the correct term.  
The jury decided that “borrowing” requires strong 
evidence of investor consent, and that Berkman ac-
tually “converted” the money.   The jury awarded 
the investors with $13 Million in compensatory 
damages, plus another $15 Million in punitive 
damages. Surprisingly, criminal changes were 
never filed.  

Bye Bye BerkmanBye Bye Berkman  
The case gets a little more involved, because the 
investors also sued the defunct accounting firm 
Arthur Anderson for it’s role in hiding Berkman’s 
activities from the investors.  The jury ruled 
against Anderson for “fraud, negligence, and 
negligent misrepresentation”.  According to the 
Oregonian, Arthur Anderson made an “11th 
hour” deal with investors, agreeing to the negli-
gence charges, but avoiding any claims for puni-
tive damages.  Had the investors sued for punitive 
damages, Arthur Anderson would have been re-
quired to disclose its financial resources, which 
exist for future legal settlements.  Arthur Ander-
son used to be one of the largest and most suc-
cessful accounting firm in the world, until it col-
lapsed after being indicted on criminal charges 
for its role in the Enron Scandal. 

     Van Mason 

The Swiss banking giant, UBS, is being referred 
to as Used to Be Smart for its huge investment 
and subsequent losses in the subprime debacle. It 
seems that in 2005, UBS anticipated big profits 
from the subprime market. It set up an in-house 
hedge fund called Dillon Read Capital Manage-
ment to work the derivative side of the deal, and 
then pushed its dealers to sell the products.  Two 
years later, UBS closed Dillon Read with ac-
knowledged losses of about $307 Million.  Then 
on April 1 of 2008, UBS disclosed 
write downs (losses on subprime 
mortgage holdings) of about $37 
Billion. 

To help support the company, UBS 
has solicited significant investment 
positions by two Sovereign Wealth 
Funds. Government of Singapore 
Investment Corporation and an un-
disclosed Middle East fund injected 
about $10Billion into the company.  
UBS has also asked shareholders to invest an-
other $12 Billion.  Maybe the 3,400 UBS risk 
analysts all sing the Homer Simpson song, “I am 
so smart, SMRT!”      

The StoneRidge FoundationThe StoneRidge Foundation  
Volunteer Program...Volunteer Program...  

The StoneRidge Foundation is off and running, 
thanks to your involvement and most generous 
contributions.  We hope many of you will join us in 
support of the StoneRidge Kids through our newly 
established volunteer program.  Starting in the fall, 
we will have many volunteer opportunities includ-
ing  Arts and Craft helpers, Art Literacy, and Bril-
liant Buddy Readers. This is just a small sample of 
the fun activities for ages ranging from preschool to 
High School. If you and/or friends and family are 
interested in volunteering through The StoneRidge 
Foundat ion ,  p lease  contact  Amy Treat  a t 
503.352.0188 for upcoming opportunities and lo-
cations. We look for-
ward to giving back 
through dedication 
and support!  
                  
Amy Treat 

UUsed To sed To BBe e SSmart mart   



   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

   
   

S
tr

a
te

g
ic

 
S

tr
a

te
g

ic
   

Page 4 

  CornerCorner        

T h e  Q ua rt e r ly  P r of i t  

   Russia’s Declining PopulationRussia’s Declining PopulationRussia’s Declining Population   
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Securities Offered through LPL Financial, Member FINRA/SIPC 
The opinions voiced in this material are for general information only and are not intended to provide specific advice or recommendations for any individual. To determine 
which investment(s) may be appropriate for you, consult your financial advisor prior to investing. All performance referenced is historical and is no guarantee of future 

mens, with the final two phases costing be-
tween $700 and $800 Million. 

              Van Mason 

The push for renewable and alternative en-
ergy sources is going on all over the world. 

Close to home, Portland General Electric is 
building a massive wind farm in Biglow 
Canyon, about 140 miles east of Portland.  
The first phase was completed in December 
of 2007, with 76 turbines creating enough 
energy to power about 34,000 homes.  
When the Biglow Canyon Wind Farm is 
completed in 2010, it will be one of the 
largest in the nation and is expected to 
power about 100,000 homes.  While the 
wind is free of charge, the turbines are not.  
PGE recently placed its final order of 141 
wind turbines with the German firm Sie-

Blowin’ In the Wind... 

Russia’s population has been shrinking by about 750,000 people per year, according to the U.S. Census Bu-
reau’s International Database. Since the collapse of the Soviet Union, the population has dropped from 
about 148 million to about 141.4 million.  Interestingly, Russia’s economic upturn has caused a sharp in-
crease in child birth, from 1.4 million in 2006 to 1.6 million in 2007.  However, Russia’s life expectancy is 
still the lowest in Europe, and the death rate significantly exceeds the birth rate.  Some demographic ex-
perts predict that Russia’s population could drop below 100 million by 2050, making it one of the most 
sparsely populated countries on earth.  According to Murray Feshbach (Woodrow Wilson International 
Center for Scholars) the number of Russian women in their prime child bearing years (20-29) will begin to 
decline by 2013.  This data, coupled with an overall increase in Aids, tuberculosis and hepatitis C, suggests 
a “demographic pit” that could be impossible to overcome.  The long term projections for labor pools and 
military recruits are far below those of China, India and many other emerging markets.  Yet, Russia has 
such vast reserves of natural resources, including approximately 20% of the world’s natural gas supply, 
that it will continue to grow as an economic force.         Van Mason 


