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     What a roller coaster year to end a roller coaster decade. Especially when compared to the previous two decades of the 80’s and 90’s that saw very strong markets.  Speaking of strong markets, last year saw an increase of about 30% in the stock market but we are still down 28% from the peak in October 2007 and up 67% from the trough of March 9th, 2009.  Over the last decade the S&P 500 stock market is down about 20% but if you reinvested dividends, you should be even. Did I say roller coaster?

     This decade’s volatility was also apparent in the employment picture which is still grim.  We lost 85,000 jobs in December which is much better than the 700,000 a month average in the first quarter of 2009.  November payrolls were revised to an increase of 4,000 jobs, the first increase since December 2007.  Looking at the past decade we haven’t added any jobs in the last ten years compared to an increase off 20% to 38% in previous decades going back to 1939.  Unemployment is still at 10% but this number can be deceiving since it only counts those who want to work and have been actively seeking employment in the past four weeks.  If you include so called “discouraged” workers that have given up but would work if they could find a job and people involuntarily working part-time, the number is actually a little over 17%. 

     Overall the employment participation rate, which is the percentage of Americans working, has fallen to a 25 year low of about 65%.  Less than two-thirds of adult men are working and only about a quarter of teenagers!  So, the good news is that job losses are decelerating and temporary help jobs, which recover before permanent jobs, rose for the fifth month in a row, adding 46,500 jobs in December.
     Additional good news is that we are unofficially out of recession with a revised 2.2% increase in Gross Domestic Product last quarter and a 3% increase predicted for this quarter.  Also, productivity has been increasing at about 6% during this recession.  With increased productivity, we need fewer workers for the same amount of output.  This is one of the reasons that many economists think this will be a jobless recovery.  Also, with increased productivity, costs go down, prices should also go down, and this combined with high unemployment keeps wages and inflation in check.  

     This is powerful anti-inflationary medicine and could even lead to declining wages and prices resulting in deflation.  The Government is more afraid of deflation than it is of inflation.  This is why they feel comfortable printing money and injecting incredible stimulus into our economy. 

     So, why did we have such a roller coaster decade and more importantly, can we avoid a repeat in the next decade?  

     First, let’s look at some possible causes of what some call the “Lost Decade”.  It started with Y2K where most experts were concerned that computers would not differentiate between the year 2000 and 1900.  Because of this concern, the Government pumped massive amounts of money into the system in order to accommodate possible panic withdrawals from Banks.  It turns out that the fears were unfounded but all that money and spending on technology caused the technology bubble that saw the NASDAQ double in one year.  Granted, there were other forces at play like day trading and everyone and their Grandmother buying technology stocks.  This caused a bubble that burst and lead to the stock market crash of 2000 to 2003 
where the technology heavy NASDAQ dropped from 5,000 to 1,100 in round numbers. Today at 2,300 it is still less than half of where it was a decade ago.  Where did all that money go?

     People decided to invest in something safer, like Real Estate!  The big Investment Brokerages then created financial instruments to accommodate this perceived safety of Real Estate Investments.  Since interest rates were very low on conventional investments and Real Estate had recently only gone up in value, the Investment Banks packaged mortgage loans in a manner that made them seem safe and paid higher interest.

     This second bubble was based on Real Estate going up in value.  When Real Estate values starting dropping, the wheels came off and the second bubble burst causing a world-wide crisis.  Now the world governments are injecting record amounts of money into the economy to keep the wheels on.  For the most part we are okay now but one has to think of what bubble is being created now.

     It might be commodities, gold, “green” companies or other assets that have recently appreciated rapidly. The key to avoiding bubbles is to avoid the crowd mentality and refuse to pay too much regardless of how sexy it is.   –Your Friend Bob


Heidi’s Happenings:

     Another great year for CCB Financial Services has come and gone. I would like to send a special thank you out to all of those who referred family or friends to us this year. You are our biggest source of business and it is our greatest compliment to know that you appreciate our services so much that you refer us to someone else. Also, a  big hello to all of my new Health and Medicare clients for 2010; I know that the services I offer throughout the year will build a lasting relationship throughout the coming years of uncertainty in the health insurance spectrum.  

     For those of you that do not have health insurance through CCB Financial 
Services, I encourage you to set up an 

appointment with me to discuss your options. I know how busy life can get and I will make the experience as easy as possible for you. Even if you already have current health insurance, you can decide to change me to the agent on your policy so that you have a local, honest, salary paid agent working to service your account and tailor to your individual needs.

     For those of you that are already enrolled in a Medicare plan, we are currently in open enrollment period. From January 1st through March 31st you can change your Medicare benefits. If you are interested in learning about different Medicare plans, lower cost options, or different companies please call me to set up an appointment. Those of you that will be turning 65 this year, will be eligible for Medicare parts A and 

B, or are interested in learning more about Medicare benefits for someone else may also call to find out more information.
     I look forward to the coming year being another successful year for CCB. If there is anything that I can do for you concerning health, life, or long term care insurance, please call me at 503.668.2575
Lynn’s Outlook:

     Welcome to 2010!

     If you have questions on any year-end mailings please give me a call. 2009 tax forms are due to be mailed by February 1st and again, I’m here to answer any questions you may have. Have a happy and safe 2010.
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