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Good Morning,  
 
Clearly, we’re in the worse recession we’ve seen since the 1930’s.  Unemployment continues to rise and is over 10% and if you include those who have had their benefits expire, we are well north of 15% with some estimates over 17%.  That’s one in six people that are ready, willing and able to work who are unemployed.  Given current employment conditions, the Federal Reserve decided to not only leave rates unchanged but left language indicating that rates will remain low for the foreseeable future as there are to many signs of weakness still plaguing the economy.  
 
For months I have been saying that the biggest threat to the economy is deflation and recent figures indicate that consumer prices are down 1.30% compared with a year earlier.  A growing rift between policy makers and economists who believe the central bank has plenty of time to act before inflation flares and those saying rate increases may happen sooner is probably the most important issue.  While long term fears of inflation may have merit, the short term fears of inflation are irrational.  
 
The Federal Reserve can afford to keep rates low for some time as there’s a lot of excess slack built into the system, and it’s not going to go away quickly.  I don’t expect to see rate increases in 2010 given current conditions.  Our production is well below capacity and we have overbuilt everywhere and across most industries.  Matched with reduced consumer spending and consumption, it will take a great deal of time and a much improved economy to take up all the slack in order to see rising prices and subsequently inflation.  In the Fed Minutes of the Open Market Committee’s Sept. 22-23 meeting, officials weighed the risks that an anemic recovery would lead to “subdued and potentially declining wage and price inflation.”  Later in the week, Fed Vice Chairman Donald Kohn and the New York Fed President William Dudley, said that inflation and growth will probably stay below the Fed’s objectives for some time, warranting low interest rates for an “extended period.”  
 
With current market conditions, the government continues to take an expanded role with the passage of Health Care in the House on Saturday evening along with a number of renewed and expanded entitlement programs, government deficits can continue to explode.  A one year extension of the $729,750 loan amount program was approved by the House and Senate along with an extension of the $8000 tax credit for first time the home buyer program.  The recent proposals did not include an extension of the Mortgage back securities purchase program from its current level of $1.25 Trillion which is almost at full capacity.  
 
While the economic reports are showing a slow recovery, for those that have a longer term approach, the timing couldn’t be better to buy or refinance real estate.  Pricing for all types of real estate has dropped and sellers expectations have come down as more people are forced to sell.  For those with the ability to buy, the timing could be a tremendous opportunity to build long term wealth by taking advantage of the current interest rates which are at historic lows.   Many new lenders have entered the market and are buying up market share by providing very attractive loans on commercial properties that meet their lending guidelines.  
 
Although times are tough, as Americans we will get through this as we always get through tough times. In the early 80’s as most were abandoning real estate due to higher unemployment and economic conditions, many used the timing as an opportunity to buy and to build long term wealth.  We were at the forefront then and we are here now aiding our clients purchase and refinance all types of real estate with the most intelligent and creative financing options to take full advantage of the market.  .   
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