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Money Matters! 

A recent survey conducted by the National Association for Business Economics concluded that more than 80 percent of economists believe the U.S. recession is over and an expansion has begun, but they expect the recovery will be slow as worries over unemployment and high federal debt persist.
With unemployment and the federal deficit continuing to rise a rapid recovery appears to be highly unlikely.  The end of the recession that is currently being discussed by the media and economist is nothing more than a statistical recovery.  We no longer are seeing the declines in gross domestic product that we have been experiencing for the last four quarters. Most economists are now predicting a slow growth rate of just under 3.0% thus signaling the end of the recession.  
The Labor Department reported that the unemployment rate rose to 9.8 percent in September, which is the highest point in 26 years.  Unemployment will continue to rise closer to the 10.5-11% mark in 2010 which signals some very difficult times ahead for those facing job losses.  We have eliminated a net total of 7.2 million jobs, the majority of which will never come back and those employees will have to find work in other segments of the economy that will be driven by new technologies and industries.  
Interestingly, most of the media is talking about the housing sector as a bright spot in the economy which is ignorant at best.  Recent signs of stability in the housing sector are also statistical in nature as month over month figures are being touted as a recovery. On the other hand, when you view year over year figures the declines continue at an alarming pace.  Additionally, some figures suggest that the number of unsold homes are also declining which is true but the reality is that the banks that hold delinquent mortgages (which by the way continue to rise) and foreclosed homes are not aggressively pursuing collection and resale of these bad assets.  With the Federal Government lending to banks at close to no cost and applying very little pressure on the banks to get rid of their bad assets, banks are holding onto delinquent loans for extensive periods of time in the hopes that they can liquidate their bad debts in a timely manner as markets improve.  If they were forced to liquidate, the number of unsold homes would climb dramatically and with consumers concerned about employment and spending we would see a continued sharp decline in the housing sector. 
On the interest rate front, there is a significantly higher chance that higher interest and mortgage rates are around the corner.  One of the most important indications of this was evidenced by an announcement last week by the Federal Reserve that they will not extend the $1.25 Trillion allotted to buy mortgage backed securities.  To date, they have purchased $924 Billion which leaves $301B of funding left through the extended deadline of March 2010.  Simple math tells us that over the next 25 weeks or so, the Fed could by a maximum of $12B per week which is significantly lower than what they have been buying in the past and in order for rates to stay low, new entrants must come into the market and pick up the slack which does not appear likely to happen as weakness in the dollar will continue to concern foreign investors and weigh on their appetite to purchase U.S. Dollar denominated debt.
With that said, there are a lot of opportunities given current market conditions.  Prudent planning and investing will prevail over the long term as real estate in the long haul has always been a tremendous investment and paid handsome dividends not to mention the improved quality of life and enjoyment aspect for owner user properties.  
As I have always said and as evidenced by the recent omnipotence of American noble prize recipients, we, as Americans, will find and work our way out of the current issues we face but we must be more diligent and realistic about market conditions and more often than not, take the facts as presented by government and the media with a grain of salt. 
As always, we are available to assist you with all of your real estate financing needs.  
P. Jacob Yadegar
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