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CONGRATULATIONS, YOU HAVE AVOIDED SELLING AT THE BOTTOM!

I thank you for listening to me and not giving in to your emotions and NOW is a great time to re-think how you have your money invested.  

     Remember how you felt when your investments fell in value, did you lose sleep? If you did then you should call me so we can adjust your investments. The stock market is up 50% since the market bottom on March 9th and I think all the easy money has been made. If you want to be more conservative, now is the time to do it. Call me and we can easily make the appropriate adjustments to your investments.  If the stock market drop didn’t alarm you and you have five years or longer until you need your money, then I still think the best profit potential lies in the stock market.

     What about our safe investments? Will inflation make these investments less attractive? Why are interest rates so low? The answer is that the world is afraid of losing money and there is a flight to quality. Investors are willing to take less interest if they can be assured that their principal will be returned to them. Also, there is less fear that inflation will eat away at their returns. Why? Let’s look at what inflation really is. Inflation happens when businesses raise their prices for what they sell. But people are saving more and buying less so, business is already slow and raising prices is not an option. Currently, business costs are not going up, except for Health Care, because no one is willing to raise prices and lose what little business they still have.
     What about the Government printing massive amounts of money!  Won’t that cause inflation? Not if the velocity of money declines. What is the 
velocity of money? In a nutshell: the Government can continue to print money at an alarming rate as long as we save it rather than spend it. The Government is printing money that we are not spending. If we don’t spend it, it goes nowhere except under the mattress and we don’t get inflation. Simply put, if you pay me a dollar then we have a Gross Domestic Product (GDP) of one dollar. If I in turn pay you a dollar then we have a GDP of two dollars and if you pay someone else a dollar then we have a GDP of three dollars. But, if I put that dollar under my mattress, it all stops and our GDP is stuck at one dollar. That is the velocity of money and it is declining rapidly because everyone is putting money under their mattress. That is why the Government is printing money – it isn’t going anywhere and our economy is stagnating.

     At some point, that estimated 3 to 4 trillion dollars of “mattress money” is going to get tired of earning a fraction of 1%. This is already happening as people are realizing that the financial crisis is over and they are willing to take some more risk in order to earn at least something on their money. That is why the Stock Market, Bond Market, and especially Junk Bonds have increased in value lately. As I said before, the panic is over, the easy money has been made and we are much closer to the “New Normal”.

     Safe, short term interest rates are still abysmal and will probably stay that way for awhile until we see some inflation. Longer term interest rates 

are much better although still low historically. Keep in mind that if your money is invested short term like money markets or under the mattress, you are earning essentially zero. 

     We must make our money work for us. The best strategy is to keep your 
money working at the best rate you can get at the time. If you keep your money 

under your mattress, waiting for better rates, then you are not investing, you are speculating that interest rates are going up. Let’s crunch some numbers to illustrate the futility of speculating on interest rates. Let’s say you’re right and interest rates go up 2% in 2 years and your time horizon is 5 years. Current interest rates on $100,000.00 are essentially 0% for money markets, 2.75% for 3 year and 3.20% for 5 year FDIC insured CD’s.  In 2 years they are 2% for money markets, 4.75% for 3 year and 5.20% for 5 year CD’s – 

BUY NOW
     WAIT
1 yr
  $3200.00
           0
2 yr
  $3200.00
           0

3 yr
  $3200.00
     $4750.00
4 yr
  $3200.00
     $4750.00
5 yr
  $3200.00
     $4750.00  
Total:
$16,000.00
   $14,250.00
Because you waited for 2 years before investing, you lost $6,400.00 in interest and even though you were right and interest rates did go up, you still couldn’t make up for the lost interest you could have earned by taking the best rate available at the time. KEEP YOUR MONEY WORKING. Call me if you have some “lazy money” and we can develop a suitable strategy to get it working for you.
               Your Friend, Bob

Don’t throw me away yet! Turn me over to see what Heidi and Lynn have to say.


Heidi’s Happenings:

     As the end of the year approaches we will soon be in the Annual Enrollment Period for all Medicare eligible beneficiaries. Between November 15th and December 31st, you can change the way you receive Medicare benefits as many times as you want and your new coverage will start January 1st, 2010. There have been several changes made this year by the Centers for Medicare Services (CMS) to Medicare coverage and many if not all plans will be changing in one way or another this coming year. 

     Even if you already like your current benefits, you can always come in to make me the agent on your policy so that you will have some extra help 

should you ever have questions about your coverage, rates, or claims. Let me make the phone calls for you so that you don’t have to worry about anything.

     I work with several different companies for Medicare and I choose to work with the companies that have the best premiums, plan options and superior service to meet your needs. I will be co-hosting two Medicare Sales Seminars on December 3rd, 2009 from 10am-12am and December 10th, from 3pm-5pm. These seminars will be held in the Sunset Room at Clackamas County Bank located in the theatre and will explain some plan options that are available to you. 

     Even if you yourself are not eligible for Medicare benefits, you may know 
someone that is. Referrals are our biggest source of business here at CCB Financial Services and I would like to take the time to thank those of you that have referred someone to me. The biggest compliment I can receive is knowing that my clients appreciate me so much that they refer me to someone else. If you have any questions about Medicare or other health insurance please feel free to call me at 
503-668-2575.
Lynn’s Outlook
Our word for 2010 is “consolidation”. If your assets are spread all over the place and you struggle to figure out your statements, call us to find out how simple we can make it for you.
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