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What a wild week it’s been!  Problems in Greece kicked off the week and then Portugal’s credit rating was downgraded creating volatility in the Bond Markets around the world.  Then the Health Care bill in the U.S. is passed and talk of a down grade of the U.S. credit rating from its current AAA intensifies adding pressure to the already strained markets.  
 
Fortunately, the Europeans decided to bail out Greece and so some of the pressure was averted but there is still a lot of volatility ahead.  While there are some signs of an improving economy, there is no doubt that interest rates will begin to rise.  As I have been stating for the last few months, the Fed was adamant about ending their purchases of Mortgage Backed Securities as they have reached the end of the $1.25 Trillion dollars that they had allocated for this project and ended the program yesterday.  They now have not only stopped buying but there is news of the desire for the Fed to reduce their balance sheet which means they intend on selling these securities that they have been acquiring since January of 2009.  With the glut of new issuances and the Fed acting as a seller, it will be very hard for all that new supply to be consumed without upward pressure on interest rates.  Increasing rates will make bonds more appealing and attractive to buyers in order to entice them to buy more.  
 
Already in the last two days, we have seen tremendous volatility in the bond markets with wild swings from day to day.  For those that are still in doubt about the prospects of rising interest rates, the Congressional Budget Office reported yesterday that President Obama's fiscal 2011 budget will generate nearly $10 trillion in cumulative budget deficits over the next 10 years, $1.2 trillion more than the administration projected, and raise the federal debt to 90 percent of the nation's economic output by 2020.  The per capita debt is now at $40,987 or close to $115,500 per “taxpayer.”  The funding of these huge deficits will have to be financed by either printing money or borrowing money both of which will inevitably lead to higher interest rates. 
 
Call for a consultation of your real estate portfolio and an evaluation of your mortgage rates.  Now is the time to take care of long term needs so as to avoid unpleasant surprises in the coming years!  Rates will inevitably rise and it wasn’t too long ago that the prime rate was at 18%.
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11677 San Vicente Blvd Suite 206, Los Angeles, Ca  90049

Phone (310) 571-3672 Fax (310) 571-3685
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