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     U.S. and Japanese stock markets are at an 18 month high and the U.S. stock market is up over 70% from its March 9th, 2009 low. Non farm payrolls rose the most in 3 years and private payrolls surged to include 123,000 new jobs, the most since May 2007, but unemployment stayed flat at 9.7% because we need 100,000 jobs per month just to keep pace with population growth not to mention the 8.2 million jobs lost. Other good news is that the GDP (gross domestic product) grew 5.6% (revised down from 5.9%) in the last quarter of 2009, consumer confidence was up in March and 71% of manufacturing execs expect business activity to pick up in the next year. Factory activity also rose to its highest level in 5 ½ years and the services sector that is two thirds of economic employment grew at its fastest pace in almost four years. Its not just here but the worldwide economy is showing signs of picking up. 

     You might ask: “Have I missed the boat to invest in the stock market” and I would have to say yes; the easy money has already been made. This is not to say that I don’t believe that the stock market still offers the best return going forward. I still believe that the best place to put your long term money is in the stock market; investing in businesses that have a competitive advantage over the competition. 

     For your short term money that you will need in the next year or two, the choices are dismal; mostly because money market rates are close to zero. One strategy that I have been using is to buy a Clackamas County 

Bank five or six year CD that is FDIC insured. You may say that is too long of a maturity for you but you haven’t looked at the details. The first benefit is that you can cash in that CD at any time and the only penalty is three months interest. Let’s say you buy a six year CCB CD at 2.3% interest and you cash it in a year later. You have earned 2.3% interest and your penalty for three months interest is only 0.575%. This means that after your penalty is deducted you will still earn about 1.7% interest on a risk free investment for one year. If you need your money in two years, you net over 2% after the penalty. It’s the best deal in town for your money if you may need it in the next few years. If interest rates rise during the maturity period of your CD, you can simply cash in the CD and invest in the higher rates. You also have the opportunity to “one-up” your CD to a higher interest rate during the life of the CD. If CCB starts paying 8% on six year CDs, you can raise your rate to what the bank is currently paying, one time during your maturity term. If interest rates decline, you will have us locked in for six years. With CCB CD’s you are protected against rising interest rates, falling interest rates, and you can change your mind at any time with 100% protection from the FDIC.

     Now for those of you that want to speculate on interest rates……. Short term interest rates that are controlled by the Federal Government are currently at zero so they have to go up. The medium to long term interest rates however, are largely a function of inflation fears and credit risk and 
they all point down. When we look at inflation, we have been trained to think that prices are going higher but in reality you can buy houses, commercial real estate, cars, RVs, SUVs and many other things cheaper than in the last five years. Inflation happens when people raise their prices. Do you know anyone that is raising their prices? People that are still employed aren’t asking for a pay raise and factory utilization is only 65% so they can’t risk losing business by increasing prices. The bottom line is that inflation is caused by companies raising prices and with competition from China and others do you see that happening? Our rapidly increasing productivity is allowing companies to produce more, with fewer employees and higher profit.
     On the subject of employees: I think we will see high unemployment for a long time, especially for unskilled workers. A report in Jan 2009 stated that unemployment was only 3.8% for those with a Bachelors degree or higher, 6% for those with high school diplomas, and 12% for those without one. We clearly need a better trained work force because those with better training will have a better chance of being employed. In a global economy, the unskilled and uneducated workers in America will continue to be unemployed, especially when unskilled workers in China work for $7 a day. Community Colleges pose a solution to this problem as they can train people for careers that are currently in demand and the additional skilled workers may lower the unemployment rate.
Heidi’s Happenings:

     With the recent developments in health reform I am striving to keep my clients up to date on what affects them the most. Many of the attributes of this bill will not come into play until later years but in this edition I will be describing the parts of the bill that will come in to effect this year. Although most of these features don’t have specific dates yet, they will take place some time in 2010. 

•Insurance companies will be required to allow dependent children to remain on health plans until 26, giving students access to benefits.

•Medicare beneficiaries will start to see the “doughnut hole” or “coverage gap” begin to close. Full removal of the gap is set to complete in 2020 and will start this year with a $250 rebate to those that enter the gap.

•Insurers will be barred from excluding children with pre-existing conditions. Adults will have access to this part of legislation by 2014. Also at that time, insurers will no longer be able to charge higher rates based on health status or gender.

•Insurers will not be able to rescind policies to avoid paying medical bills when someone becomes ill.

•Lifetime limits on benefits and annual maximums will be prohibited. 


•New plans offered through insurance companies must provide coverage for preventive care at no cost to the members. This only applies to plans that have never been offered before but all plans must comply by 2018.

•Adoption tax credit and assistance exclusion will increase by $1,000. The bill makes the credit refundable and extends it through 2011.

•A 10% tax will be imposed on all indoor tanning services on or after July 1st. 

•Businesses with fewer than 50 employees will be eligible for tax credits of 35% of their health care premiums. This will increase to 50% by 2014.
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