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I want to begin the New Year by thanking all of our clients that have believed in us and helped us reach our 10th year in business!  We continue to expand our product offerings and services as a trusted resource to you, our client, to better serve all of your needs in these challenging economic times.    

As we do during this time every year, we have prepared our annual forecast to help navigate through the coming year.  Before we jump into 2011, let's take a quick look back at the forecast from 2010 as once again, we were pretty spot on with our thoughts.   If you want to read our 2010 01 18 forecast.doc  you can follow this link to our website.  

The 2010 forecast said, unemployment to remain stubbornly high throughout 2010, countries like China, India and Brazil will continue to expand, city, state and federal governments will be in dire need for revenues and will be very much inclined to increase taxes, property values will continue to be under tremendous pressure in both residential and commercial real estate but I don’t expect a major collapse in the commercial real estate sector.  Rates will remain unchanged in 2010 as there will be no significant signs of inflation!

Now onto 2011.  The crisis is over and things appear to be stabilizing.  The recently passed tax package will help increase stability as concerns over Europe and now the Middle East will shake market confidence.  2011 GDP will be slightly better than 2010 with a reading in the 2-2.5% range.  U.S. exports will be helped by continued weakness in the dollar, which will make U.S. goods more attractive abroad.   The weakening dollar has its downside and that is the lack of foreign investments in our bonds could push interest rates up dramatically and imported products will become more expensive as the dollar continues to weaken.  

Looking ahead to unemployment, there will be continued weakness in 2011 but things will improve slightly as corporate America begins to re-hire to meet the slight increases in demand by U.S. and Foreign consumers as they re-stock the store shelves.   I expect overall unemployment to stay in the 9% range through 2011. 

Now on to the inflation outlook. The Federal Reserves move to fight deflation and create some inflation has been somewhat successful as there has been significant inflation in items like commodities, food, and oil but overall inflation has remained very tame.  Some of the increases in commodities are caused by a weak US Dollar and increasing demand from emerging countries like China and India.   Real inflation doesn’t concern me for 2011 as I think we have a long way to go in this recovery before inflation becomes a real concern.  I am concerned about inflation three to five years out.  

So what about real estate prices?  We saw some stability in 2010, but with the foreclosure paperwork mess that is going through the courts, there’s more pain headed our way.  There are still millions of commercial and residential loans that are not being paid.  Banks will have to clear these at some point and the recent slowdown will only increase the speed with which they will unload these bad loans and properties down the road.  In 2010 there were over 1 million homes foreclosed on and over 3 million mortgages in foreclosure!  

Commercial real estate will continue to follow the old mantra of location, location, location.  While some asset classes like apartments will do well in 2011 because the number of renters will increase and the lack of new construction will keep supply down.   Retail and office properties will continue to have a tough time as shoppers buy on the Internet, spend less and office expansions and new hiring lag. 

Lastly, is the big question of mortgage interest rates. While rates started the year near historic lows, there has been a huge increase in rates over the last sixty days.  While the ridiculously low rates of 2010 are gone, rates will remain very attractive into 2011.   Several factors to watch for that are interest rate friendly are economic problems in Europe, deflation and political unrest all of which are real concerns.

With slow economic growth and unemployment remaining relatively high, I don’t anticipate a real increase in rates.  The Federal Reserve may increase rates a bit by the end of the year, but that will not have a major impact on mortgage rates as they will most likely stay within a very close range with a gradual increase towards the end of the year.  So overall, rates will stay extremely low but may not hit the ridiculously low levels of 2010!  

This year, like others will bring with it a lot of uncertainty about the economy, global growth and world stability.  Now more than ever, planning and discipline will greatly improve the chances of achieving your goals and objectives. As we have been for the last ten years, we are here to work with you in order to set, implement and achieve your goals!  
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