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It appears that we are in for a recovery. Although the employment numbers are bleak, the rate of decline is decelerating. With 5 ½ million people unemployed being the highest since the government began tracking in 1967; of course our population was about one third smaller then.
     What is encouraging is: the four week average of initial claims declined for the first time in ten weeks. Unemployment is a “lagging” indicator; meaning that it tells you what has happened in the past, not what is happening now or will happen in the future. 

     Now let’s look at a “leading” indicator of a recovery: the stock market. The term “leading” means that this indicator changes before the economy does. The Dow Jones Industrial Average dropped below 6,500 on March 9th, 2009 and rose to over 7,900 on March 26th: a gain of over 21% in a little over two weeks. How I wish I could have predicted that, but no one can.

     I sincerely think that on March 9th, 2009 we hit the bottom of this stock market collapse. I make this BOLD statement after reading the results of a study by Philip Tetlock that reviewed the 82,361 predictions of 284 famous prognosticators known as pundits in the popular media. According to this study, the more famous they are, the less accurate their predictions are.

     Since I am not as famous then it should hold true that I am more accurate. At any rate, the more predictions you make the more likely you’re going to get one right. I really don’t know what the future holds for us but signs of an upturn are all around us. For instance, with the stock market this low Value Line’s 3-5 year median price appreciation potential is 140%. The last time it was this high was in 1982: the start of an 18 year bull market.
     For those of you who have expressed that you want to wait for the stock market to get better before you invest (ie. buy at higher prices) the time may have come. Prices are higher over the past few weeks but are still down approximately10% since the beginning of the year. You may have a chance to have your cake and eat it too!

     All over the board I am seeing signs of a deceleration of economic bad news. It is still bad but not as bad as it was before. Since the stock market generally recovers before the economy does (typically six months), I would think that your risk capital should be deployed now. The world economy is not going away; it may change, most likely with the emerging markets like China and India taking a bigger stance, but it will not end.

     At this point I need to reassure my “safe money” investors that all this commentary does not apply to you. If you were investing your money in safe investments, then rest assured that your money is still safe. We never invested in things we don’t understand, like derivatives. We hold your investments until maturity which at this point have returned 100% of principal 100% of the time. You are the largest part of my constituency and I apologize for not spending more time communicating to you, but you don’t need hand holding because your returns are locked in. 

     As I said in my 3rd Quarter, 2008 newsletter the key to our economy turning around also lies with the housing market. Housing needs to be affordable for our economy to work and because sales of new and existing homes were up in February and durable goods orders were up also; I think we might be there.

     The nationwide median price 
of a house is down to $160,000, that is lower than in 1979 and  this makes it not only affordable to new home 
buyers but it also makes it economically viable for the investors to buy a house and rent it out for the mortgage payments especially considering record low mortgage rates. 
This brings back the old tried and proven recipe for wealth creation of buying a rental on credit if you can get credit and letting your renter pay your mortgage while you get the appreciation and increase in equity due to paying down the principal.

     To me, this signals the beginning of the end of real estate values plummeting. Once real estate values are low enough that they are a good investment then you have buyers and they are no longer toxic assets on banks balance sheets. Once real estate stabilizes, then banks collateral on their balance sheet will have a verifiable value and we can evaluate what banks are worth, for better or worse; at least we will know. Then, their value should increase, at least we hope so and we can move forward.  

     From all this I hope we have learned a lesson. You cannot borrow your way to prosperity. It takes hard work and involves risk but if you stick to tried and proven practices of prudent investing you will come out ahead in the long run.

Your Friend, Bob


Heidi’s Corner:

     In a world that is currently uncertain and unstable there are still a few things that are for sure. Rising health insurance costs and the need to lower spending are two of those certainties. Health insurance costs will continue to rise, there is no doubt about that, but there are some things that you as a consumer can do about it. 

     First of all, all of us here at CCB Financial Services are salary paid employees; we don’t need to sell a high commission and high premium product to pay our bills. This gives us the flexibility to find plans that truly meet your needs and your cost budget. In an act as simple as signing a letter to make 

CCB Financial Services the current agent on your policy, I can get all of the in depth information about your plan and make changes as necessary to meet your needs.  

     Another thing to consider is that some agents out there like to sell “cookie cutter” plans: plans that are established by the insurance company to be sold “as is”. What most clients don’t know is that you can change some the benefits on those plans to lower costs or improve coverage; they are not all set in stone. My passion is to find plans that will fit each individual business and client to exactly what they need and can afford. 

     Although CCB has been selling health insurance for over 15 years, we are fairly new to focusing on health insurance. While we have a smaller 


client base than other Agencies, this gives us the ability to work on a more individual basis for each client. For the past year my main priority has been on this complicated side of insurance for the surrounding community and I would love to share my knowledge and information with you. 

Lynn’s Outlook:

Rain and sunshine - both together; seems like it’s been a long winter but I guess it always does. I love spring, shopping for flowers and planning a new garden. With the new weather and new beginnings why not come in to see what different products we offer? You may be surprised at all we can do!
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