T

he good proﬁts posted in the
current economic expansion
have left corporate America ﬂush
with cash. With less than a month
left in 2004, the balance sheets of
the S&P 500 companies contained
close to $600 billion in cash and
equivalents, $100 billion more
than they had at the end of 2003.
We see three uses for this cash that
could have a bearing on the overall market. One potential use for
the cash is for mergers and acquisitions. This is already apparent
in the health care, ﬁnancial, and
telecom services sectors. Dividend
increases are another use for the
cash. With taxes on payments to
shareholders at a 15% maximum,
we see more companies either beginning to pay dividends or raising
payouts. Share repurchase is the
ﬁnal use; buyback programs often
improve per share earnings by reducing shares outstanding.

Trust Terms

There are two basic types of trusts. The many varieties you may have read about
are simply sub-classes of Living trusts and Testamentary trusts. A living trust
has the potential of becoming eﬀective before the creator dies. A testamentary
trust, which is embedded in the Will of the creator, cannot. This means that, for
better or for worse, the living trust is not subject to the supervision of the Probate
court, whereas the testamentary trust is. The living trust can be an eﬀective way
to provide for management of assets if the creator becomes incompetent, whereas
the testamentary trust becomes active only after the death of the testator. The
variations of these trusts are given names to describe their primary functions. Some
of these sub-classes are common to both major trust types.

W

e expect that of the three
major asset classes used in
investment portfolios, bonds will
provide the least attractive returns.
We would also keep most new
bond purchases near the shorter
end of the maturity spectrum.
Money markets have shown steady
improvement since the Fed began
its tightening policy and we would
expect that as long as the Fed stays
with this strategy, steady increase
in money market rates will continue.

All of us at TCV
wish you and your
family a happy and
healthy 2005.

We have not included all varieties.
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