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     The big news this quarter is what is being called “Quantitative Easing Infinity” (QE ∞).  The Fed has announced that they will buy 40 billion dollars of mortgages a month until unemployment reaches acceptable levels as long as inflation remains subdued.  In theory, this could be forever!  What is an acceptable level of unemployment?  The Fed wouldn’t say but one member said 5.5% would be acceptable
.  At our current rate of job growth, that would be many years, or possibly infinity, down the road.  We need to expand our economy by over 3% annually to have any significant impact on employment.  Currently, at less than 2% growth, we can’t even keep pace with our population growth.
  So, how much money are we talking about here?  The Fed is already buying 45 billion a month in treasuries, add 40 billion in mortgages and you get 85 billion a month for a grand total of almost half a trillion a year. 
 That’s more stimulus than the world has ever seen and certainly more than I’ve seen in my almost 20 years in this business. 

     What do you think that is going to do to interest rates and mortgage rates?  If you’re one of those waiting around for higher interest rates, I’d say “Get over it”.  Now, if you’re waiting for lower interest rates, especially mortgage rates, it may pay to wait a little while longer to see what effect QE ∞ has on mortgage rates as the Fed has just started buying mortgages.  How low can rates go?  All you have to do is look 

at the Japanese. Their interest rates 
have been near zero for 20 years  

and counting; and their government  debt is twice as high as ours.
  So, how many $200,000.00 mortgages does 40 billion dollars a month buy?  I have a pretty sophisticated calculator but even it won’t hold enough zeros to make the calculation in one step.  

     Assuming $200,000.00 per mortgage, it turns out the Fed is buying 200,000 mortgages a month or almost 2 ½ million a year.  Considering there were about 6 million mortgage originations in 2010 that would have been over 40% of issuance.  Now that’s some fire power!  This is great news for borrowers with good credit but it is devastating to savers.  What can savers do?  The options for earning interest on short-term money are very unattractive for the foreseeable future.  However, if you’re willing to lock-up your money for several years or willing to take some risk, there are some options for earning decent income. Just give me or Heidi a call and we can explain the pros and cons of these alternatives.  Neither of us are paid commissions so you don’t have to worry about pressure, exaggeration or sales tactics.

     The other news was that the unemployment rate plummeted to 7.8% but a more thorough look at the underlying numbers tells us that 873,000 jobs were created but

 582,000 of those jobs were part-time.
  This could be due to parents taking part-time jobs while the kids are in school. So, in reality, we just 

moved people from being unemployed to part time employment but that is a good start. Another piece of good news is that housing is on the mend with permits, starts, sales and prices all improving.  With mortgage rates at record lows and QE ∞ pushing them down even further, housing affordability has never been better.
 I think the long awaited revival in housing is here.  

     For those of you invested in the stock market, you should be pretty happy.  The S&P500 was up 5.8% last quarter and is up 14.6% so far this year.  It has been a bumpy ride but we’re headed in the right direction.  The old adage that the stock market climbs a wall of worry has never been truer.  What are we worried about?  How about Europe falling apart, China slowing down, the Mid-East conflicts, rising oil prices, the fiscal cliff, excessive global debt, etc. 

     Then, we have to worry about our own economy. Second quarter GDP was revised downwards from 1.7% growth to 1.3% growth. Hey, at least we are still growing our economy.  It grew by 2% the first quarter, 1.3% the second quarter and most think we will average 1.5% in the last half of the year.
  You know, we are mostly self-sufficient, with 70% of our economy generated right here. Yes, we care and are affected by the outside world and it would be terrible, but we can go it alone if we have to. I just hope our Politicians can get it together and do what’s best for our country rather than what they think is best for their political goals.
Heidi’s Happenings:

     As we near the end of 2012, all Medicare members are eligible to change the way they receive their benefits through the Annual Enrollment Period.  Recent Government Legislation marks the third year that enrollment timeframes have changed for Medicare Advantage Plans. October 15 through December 7 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, 2013. Special enrollment periods are 

also available under certain qualifying events for other effective dates. 

     Medicare is complicated for anyone to understand and I am here to focus on Medicare clients and make sure that your options are easy to comprehend. I offer plans from five different companies and strive 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 1, 2012 – 2:00 pm

November 13, 2012 – 9:00 am

All seminars will be held at the Sunset Room at 

Clackamas County Bank,

38935 Proctor Blvd

Sandy, OR 97055
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