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     Like a dog chasing its tail, our economy isn’t going anywhere fast. The S&P was -10.77% the last three months, -6.34% year to date and up 3.41% over the last 12 months. The economic numbers are contradicting each other and always seem to come with a “yeah, but”. For instance, new orders for factory goods are falling 0.2% while manufacturing activity is rising. “But,” not if you take out civilian aircraft orders which increased 23.5% while demand for motor vehicles fell 5.3% in August. GDP rose 0.4% in the first quarter, 1.3% in the second quarter and many are predicting 2 – 2.5% in the third quarter. We need the economy to grow by about 2.5% annually and payrolls to expand by 125,000 per month to keep the jobless rate from rising.  Claims for jobless benefits fell to a 5 month low in September. Non-farm payrolls rose 103,000 in September “but” 45,000 were striking Verizon workers returning to work. As if these slightly positive and sometimes contradictory economic statistics weren’t enough to cause people to have a lack of confidence in the economy, we have Europe disagreeing on what to do to keep their Banks solvent if Greece was to default on its debt. Then there is Ireland and Portugal who also received a bailout from the ECB, (European Central Bank) and the IMF, (International Monetary Fund).

     By the way, the U.S. is on the
hook for 30% of the IMF bailout 
costs. Greece, Ireland and Portugal have small enough economies that Europe should be able to absorb the damage from their debt crisis. But now the rating agencies are downgrading Italy and Spain, the third and fourth largest economies in the European Union (EU). Now we have the makings for a devastating self fulfilling prophecy that the EU may not be able to handle. As highly indebted countries all over Europe get their credit downgraded, their interest expense goes up which further increases their indebtedness and lowers their credit rating again. It finally gets to the point where like Greece, Ireland and Portugal, they cannot borrow on the open market at affordable rates and can only get money from the IMF and the ECB. Add to this the fact that the European Banks are heavily invested in the bonds and debt of these weak countries. These banks are allowed to keep this debt on their books as “risk-free” because they are a member of the Euro Zone when everyone knows that they are actually high risk. So these banks are using this high risk debt as collateral to borrow money from other banks. Now the banks are becoming hesitant to loan to each other because they know that some of the collateral of the other banks is highly overrated. So now we have the beginning of a banking crisis that could be much worse than we saw here in the U.S. especially since 17 countries have to agree on 
what to do, where as with the U.S., one man or at least one committee can institute a program to insure stability.

     What’s confidence got to do with the economy? Actually, it’s everything. Would you put your money in an Italian Bank or start a business in Spain, or for that matter, in the U.S.? What is happening in Europe is outright scary. They have this experiment called the European Union. They tied their economies together with a common currency called the Euro. How on earth can you have 17 countries using the same currency when each country lives by a different set of rules? Greece is a good example: Greece was living high on the hog, paying themselves $70,000 for what a German would get $50,000. The Irish got in trouble borrowing to invest in their housing boom building homes. The Greeks used their access to low Euro interest rates to borrow to pay exorbitant wages for government workers and incredible government sponsored retirement benefits that allow a Hairdresser to retire at 50.

     So, I am feeling better about the 

American economy and it appears that we may be in for at least a little upturn. The 500 largest American businesses are within 10% of their all time highs in profits and their finances are also arguably the best ever. Bottom line, if Europe can keep from falling apart, we may finally be in for a significant recovery.
Heidi’s Happenings:

     As we near the end of 2011, all Medicare members are eligible to change the way they receive their benefits through the Annual Enrollment Period.  Recent Government Legislation marks the second year that enrollment timeframes have changed for Medicare Advantage Plans. October 15 through December 1 will be the only open time period that Medicare members will be eligible to change their plans in any way they choose for an effective date of January 1, 2012. Special enrollment periods are 
also available under certain qualifying events for other effective dates. 
     Medicare is complicated for anyone to understand and Heidi is here to focus on Medicare clients

and make sure that your options are easy to comprehend. She offers plans from five different companies and strives to find the best plan to fit each client’s situation. Do all of your plan shopping in one place with the help of a salaried insurance agent instead of shopping multiple companies on your own! Call 503.668.2575 to set an individual appt or to RSVP to one of my seminars.
Medicare Seminar Dates:

November 9, 2011 – 1:00 pm

November 15, 2011 – 11:00am

December 1, 2011 – 3:00pm

All seminars will be held at the Sunset Room at 

Clackamas County Bank,

38935 Proctor Blvd

Sandy, OR 97055
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