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A Quick War?






                        April 22, 2003

Quite a bit has happened in the world since our last correspondence to you in January.  Most notably, of course, was the build-up and ultimate imposition of war against Iraq.  While the day-to-day headlines pertaining to the conflict caused world stock markets to gyrate wildly, when all was said and done, the markets held up reasonably well.

For the quarter, both domestic and world equities were down a few percentage points.  Fixed income securities generated little in the way of returns, as interest rates remained relatively unchanged.  High yield bonds, however, which we continue to be strong proponents of in this economic environment, gained a solid 5%.

Setting aside one’s viewpoint as to the merits of going to war in the first place, now that it has concluded (for all intents and purposes) the markets have viewed the operation as a clear success.  Instead of a long, drawn-out conflict (and all the related uncertainty that would have gone along with it), the war lasted a mere three weeks.  Additionally, there were only a minimal number of oil well fires, which both helped to protect Iraq’s greatest source of income and lifted the pressure on worldwide oil prices.

As a result, in the two weeks since the fall of Baghdad, stock markets have responded quite favorably.  The Dow is up over 3%, and the Nasdaq almost 8% in the short time since the day Saddam’s regime “officially” ended.  With the conflict now having past, market focus can again shift back to domestic economic issues, and there’s reason to hope that this time the economy won’t disappoint.

We have felt all along that sustained economic improvement couldn’t occur until companies felt confident enough to start spending money again – whether it's on capital improvements or new employees.  Just as technology stocks lead the way both up and down in the boom and bust cycle that has played out over the last decade, they may be getting ready to lead things back up again.  The recent out-performance by the Nasdaq is largely due to last week’s earnings and positive guidance provided by tech bellwethers IBM, Intel and Texas Instruments.

On a different note, we would like to focus your attention on one of the hottest financial topics of the last few years – mortgage interest rates.  It’s no secret how far rates have declined.  If you own a home or other property with a mortgage against it, you have hopefully taken advantage of this historic rate decline to refinance your mortgage on one or more occasions.

However, rates have stabilized recently, and with the economy showing signs of improvement we may not be too far away from the beginning of the next cycle – upward.  With that in mind, we would like to urge you to take a look at your current mortgage.  If you have a 30-year fixed mortgage and your interest rate is 6.25% or higher, there’s an excellent chance for you to better that rate with a no-point, no-fee loan.

Since there is literally no cost to you, there’s no reason not to consider doing this.  If you don’t wish to start a new 30-year loan period over again, 15-, 20- and 25-year loans are also available.  Some clients have re-financed their mortgage as many as five times over the past couple of years.  Before proceeding, though, you should check to see if your current mortgage has a prepayment penalty attached to it.  Most don’t, but it’s worthwhile making sure.

If you already have a relationship with a mortgage broker – terrific, give ‘em a call.  If not, we have referred a great number of clients to two firms that are consistently able to beat competing loan programs.  We would be happy to put you in touch with them to discuss the specifics of your situation.

We understand that this may come across as a solicitation.  It truly is not, though.  These aren’t just low rates, they are historically low rates, levels at which we may not see again for decades to come.  As your financial advisor, we would encourage you to take action by locking in such attractive rates.  And if rates happen to decline further in the coming months – re-finance again!  By going the no-cost route, each re-finance simply puts you in a better position than before.

As always, we look forward to speaking with you soon about this, and any other issue pertaining to your financial well-being.

Warm regards,

Tony Reed, CPA, CFP

President

