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     It looks like the economic recovery may be slowing. On July 2, it was reported that employment fell for the first time this year. Although private payrolls rose modestly by 83,000 after rising by 33,000 in May, this couldn’t overcome the layoff of 225,000 temporary census workers. Some good news was that the unemployment rate dropped from 9.7% in May to 9.5% in June but this was discounted by analysts due to the expiring of unemployment benefits and people giving up on searching for work which are not counted in the unemployment numbers. Even the average work week declined to 34.1 hours from 34.2 hours in May along with a decrease in average hourly earnings. Factory orders were also down and of course home building activity dropped sharply since the home buyers tax credit expired. Refinancing applications are at an eight month peak as rates fell to near record lows with the 30 year fixed rate at 4.67% and the 15 year at a record low of 4.06%, 77% of loans were for refinancing.

     Sorry for the bad news, but the good news is that the economy is still expanding slowly and with all this unnatural government stimulus it is hard to get a true reading on the natural economy. The natural economy is 70% consumer spending which is up 3% in the first quarter and this is with the savings rate climbing to 4% which is a good thing. We want consumers to increase their spending but not at the cost of their savings. It appears that 

we have both increased spending and savings. Analysts are concerned that the government stimulus has just about run out and can the underlying “real” economy kick in? We won’t know until it happens and don’t kid yourselves; those people on TV don’t have the ability to predict the future any more than you do.

     You may ask, “What about Greece?”, “What about the European Union?” Will it all fall apart? They are only a small percentage of our exports so their effect on our economy is not dramatic and this contagion that is happening in Europe results in a flight to quality such as investments backed by the U.S. which is one of the reasons we have such low interest rates. In times of uncertainty people are more concerned about getting their money back, interest is a secondary objective.
     Not surprisingly, the stock markets have responded with a 10% drop in the second quarter, putting them in the “correction” territory. This has to be really frustrating for the stock market investors. We have seen the stock market go no where for 10 years. Actually it dropped 50% and has only now recovered. I am gratified that you took my advice and didn’t sell for a 50% loss and instead are approximately even. Even is good. Think about it, what could you sell your house for compared to what is once was worth? If you invest in short term safe investments right now you can be confident in breaking even, but you will not have an upside.

So where should you put your money now? Well it depends on your time horizon. If you need your money in one year or less, you might as well put it under your mattress as the interest rates are a fraction of 1%. I guess that’s ok when we are experiencing no inflation. In fact, Chicago Fed president Charles Evans stated that he expects inflation to be below 2% for the next 3 years or more and is worried that we may actually experience “disinflation” which is when prices actually drop. If you invest at 0% interest and we see a 10% deflation, your money will actually be worth 10% more even though your dollar amount will remain the same. Be careful about reaching for a high yield though, after all that’s what brought us to this “crisis” that we just experienced. Everyone was busy buying AAA rated sub-prime mortgage pools because they had a higher interest rate than other “safe” (AAA Rated) investments. It was too good to be true.

     There are decent returns available if you have a longer time horizon. Most of the people I talk to that are keeping their money in short term safe investments are doing so because they are waiting for a better deal, not because they will actually need their money soon. Let’s face it we are all going to need money 10 years from now. Is that money invested as though you might need it tomorrow? 

Times are pretty rough right now, but you need to look beyond this and invest in the future. 
Heidi’s Happenings:

     Have you had an insurance check-up lately? With many new products and legislative changes your old insurance policies may need a make over. 

     Although many of the health insurance changes do not come into effect until later years, some are already affecting how people view/change their policies. Medicare members are already eligible for a $250 refund if their prescription costs reach into the “coverage gap” and small businesses can apply for a tax credit to subsidize their health insurance premiums. 


Starting September 23rd, 2010 more of the legislative changes will come into effect. Children under age 19 with preexisting conditions will be eligible for individual coverage for effective dates of October 1st, 2010 or later, new group plans, or plans that renew after Sept 23rd will also be required to cover dependants up to their 26th birthday, certain preventive care will be offered at no cost to the members, and emergency care will be required to have the same cost share in or out of network. 

     With all the pending changes coming to health insurance you may ask yourself if your plan is still the best fit for you, your family, or your 

business. Please call or set an 



appointment to come see me with any questions that you may have; I specialize in finding the best plan to for each individual client.

     Along with Health Insurance, you may ask yourself if your Life Insurance is covering you as much as you need. Most people that have life insurance haven’t looked at or changed it since they bought it. You may have bought a house, or started a family, or retired, and your life insurance needs have changed. I can help you with new policies, converting old policies, or just finding a better plan to fit your current and future lifestyles. 

     Whatever your insurance needs may be I am here to make sure that they are covered.
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