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Weekly Economic Commentary | Week of April 25, 2011
The main event this week for financial markets is likely to be the Federal Reserve's (The Fed) Federal Open
Market Committee (FOMC) meeting and the first-ever post-FOMC press conference by Fed Chairman Ben
Bernanke.

Build a Solid Foundation
Building wealth takes time and work. It doesnt happen overnight and not without making it a priority. You
need to set goals, have a good blueprint, stick to your plan and keep building on your success.
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The longer I'm in this business, the more convinced I am that change is the only constant. I realize that market ups and
downs can be extreme and unpredictable, and that volatility can play havoc with your nerves.

In times like these, I like to remind my clients to expect the unexpected, and try not to let emotion derail your long-term
investment plans. One of the most common temptations is to lose patience and sell when prices drop.

Now may be a good time to re-evaluate your portfolio - to get . I don't have a crystal ball, but often takeback to basics
solace in history: over the long haul, the U.S. stock market has risen more than it has declined, reflecting the fact that the
economy and business activity have expanded and overcome periodic downturns.

Back to Basics Advice

Don't panic

Assess your situation - what isn't working

Long-term investors: don't give up on stocks*

Have your original investment goals or objectives changed?

Do you have a well-balanced portfolio; if not, where is the under- or over-exposure?

I look forward to speaking with you. Please call me at 1-800-252-4276 to set up an appointment so we can review your
accounts with you. Our office will be closed from May 11 through May 31 . We will have limited access to email, andth st

will be monitoring our voice mail for emergency calls only.
We always appreciate referrals from our satisfied clients and their friends, business partners, and family members. We
welcome the opportunity to serve the people you care about. Please visit our website ( ) and ifwww.stevenfeiertag.com
you like what you see, pass this on to your contacts. Thank you for your continued business and support.

Feiertag Financial Services

Steven I Feiertag, CFP®

Registered Representative, LPL Financial

2107 Reston Circle

Royal Palm Beach, FL 33411
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steven.feiertag@LPL.com
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Securities offered through LPL Financial. Member FINRA/SIPC.

 

*Stock investing involves risk including loss of principal. Past performance is no guarantee of future results.

 

The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing.
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http://www.stevenfeiertag.com/
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Weekly Economic Commentary | Week of April 25, 2011

 

Highlights:

•The first-ever post-FOMC press conference highlights this week's economic calendar.

•The economy probably decelerated in the first quarter, but the expansion is far from over.

Focus on the Fed

The main event this week for financial markets is likely to be the Federal Reserve's (The Fed) Federal Open Market
Committee (FOMC) meeting and the first-ever post-FOMC press conference by Fed Chairman Ben Bernanke. The U.S.
economy receives its first quarter report card this week, and the results are likely to look worse on the surface than they
actually are in substance.

Earlier this year, the Fed announced that Chairman Bernanke will hold a press conference after four of the eight meetings
of the Fed's policymaking arm, the FOMC. The press conferences will coincide with the release of the FOMC's quarterly
economic forecasts, which are made at the FOMC meetings held in January, April/May, June, and October/November
each year. Thus, on April 27, June 22 and November 2, 2011, the FOMC statement will be released at 12:30 PM ET, 1
hour and 45 minutes earlier than usual. Although the two-day FOMC meeting, the release of a new economic forecast,
and the first ever post-FOMC meeting press conference by a Fed Chairman presents a seemingly perfect opportunity for
the FOMC to signal a shift in policy, our view is that the conditions are not right yet for the FOMC to signal the change
this week.

If the consensus is correct, the outcome of this week's two-day FOMC meeting is not in doubt. All 80 of the economists
and strategists surveyed by Bloomberg news expect the FOMC to keep rates steady at the conclusion of the meeting, and
we concur with that view. Market participants do not expect the FOMC to raise rates until the first quarter of 2012, and
we concur with that view as well. We also share the consensus that the FOMC will continue to endorse its Treasury
purchase program (Quantitative Easing or QE2) at this week's meeting, and that the hurdle for the FOMC to launch a new
round of purchases (QE3) when QE2 ends on June 30 remains high.



 4    Your Guide to Life Planning

 

 

While the outcome of the meeting is not in doubt, the "internals" of the meeting (the FOMC's latest economic forecast,
the wording of the FOMC statement, and most importantly, the tone and content of Bernanke's press conference) are all
likely to move the FOMC one step closer to removing the unprecedented monetary policy stimulus now in the system. As
noted in the most recent Beige Book (a qualitative assessment of economic and business conditions in each of the Fed's
12 regional districts), while the overall economy and labor market have improved this year, they have not improved
enough yet to warrant a tightening of policy.

Inflation, inflation expectations, and the recent surge in commodity prices will likely dominate the FOMC's internal
discussion this week, and are likely to be the topic of many of the questions posed to Bernanke at the post-meeting press
conference. While the most recent Beige Book notes that some manufacturers are having success in passing on higher
input costs to their end users, rising input costs are not being passed through in the rest of the economy. Preventing these
higher input prices from being passed through is, in large part, due to slack in the labor market. The weak, though
improving, labor market is keeping wage inflation to a minimum. Thus, until the FOMC sees more sustained evidence of
stronger labor markets leading to higher wage inflation, they are unlikely to signal any change in policy.

As we have written in prior Weekly Economic Commentaries, the noticeable improvement in the economic data so far
this year, along with a measurable uptick in readings on core inflation (inflation excluding food and energy), already has
some market participants debating the timing of the Fed's first policy tightening. We say "policy tightening" because
unlike past episodes, where the Fed only had one policy lever at its disposal (typically the Fed funds rate), this time
around the Fed has several levers to tighten policy, including reducing the size of its balance sheet and/or increasing the
target Fed funds rate. While a lot can change between now and 2012, the market now expects the Fed's first rate hike in
March or April of 2012, and we also expect a hike in 2012, but perhaps not until the middle of the year. We expect the
Fed to maintain the size of its balance sheet (Chart 2) over the second half of 2011, but the Fed is likely to begin to shrink
its balance sheet in 2012, by not reinvesting interest payments from Treasury and mortgage-backed securities holdings or
proceeds of maturing bond holdings. The signal of a shift toward allowing its balance sheet to shrink could come as soon
as the June 2011 FOMC meeting. Any such signal would be data dependent, and also dependent on the progression of the
FOMC's economic forecasts.
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Economic Growth In the First Quarter Stronger Than it Appears

Six weeks ago, we wrote in a Weekly Economic Commentary that economic growth in the United States in the first
quarter "looked solid" and that the economy was on track to post a 3.0 to 3.5% gain in the first quarter of 2011. Since
then, the economic data that feeds into gross domestic product (GDP) has faltered, and consensus estimates for GDP
growth in the first quarter have moved down sharply, from 3.3% at the beginning of the year to 1.9% now. The economy
grew at a 3.1% annualized rate in the fourth quarter of 2010 relative to the third quarter of 2010, so the 1.9% growth rate
projected for the first quarter (relative to the fourth quarter of 2010) represents a marked deceleration in growth. While it
is not unusual for the economy's growth rate to slow for a quarter in the midst of an economic recovery-our view remains
that the economy is in the early stages of recovery-the deceleration in growth between the fourth quarter of 2010 and the
first quarter of 2011 will draw a great deal of attention from the media.

The likely deceleration in growth between the fourth quarter of 2010 and the first quarter of 2011 is largely the result of
an expected slowdown in consumer spending (which accounts for two-thirds of GDP) from the torrid 4.0% annualized
pace in the fourth quarter of 2010. While the press is likely to cite rising energy prices as the main reason for the
slowdown in consumer spending between the fourth quarter and the first quarter, our work suggests that rising consumer
energy prices usually have the biggest impact on spending six to nine months after the price increase occurs. The culprit
for the deceleration in spending in the first quarter may simply be the surge in vehicle sales in the fourth quarter of 2010.

Another area of weakness in the first quarter is likely to be net exports. In the GDP accounts, exports add to GDP while
imports subtract from GDP. During the first quarter, imports surged (in part due to rising commodity prices) but mostly
due to stronger consumer and business demand in the United States for consumer and industrial goods. Export growth
remained solid in the first quarter, but the pace of growth slowed. Taken together, the surge in imports and the slowdown
in the pace of exports could shave as much as two percentage points off of first quarter GDP. Net exports added more
than three percentage points to growth in the fourth quarter as imports dipped and exports surged.

On the bright side, inventory accumulation is likely to be a plus for GDP growth in the first quarter, and business capital
spending could be a plus as well. Beyond that, housing construction, business investment in new office parks, malls and
factories, and especially state and local government spending are likely to be drags on growth in the first quarter.

Looking ahead, we continue to maintain our below-consensus estimate for GDP growth for 2011. However, despite the
ongoing supply chain disruptions in the automotive and technology sectors as a result of the earthquake and tsunami in
Japan, we expect growth will reaccelerate in the second quarter and over the course of 2011. Additionally, the leading
indicators of economic growth continue to point to expansion in the economy over the next nine months.

Although rising consumer prices, uncertainty over both fiscal and monetary policy, the aforementioned
earthquake-related supply disruptions, and a still sluggish housing sector are likely to weigh on growth, an improving
labor market, booming emerging market economies, a thriving manufacturing sector, low business and consumer
financing costs, and falling consumer debt burdens suggest the continuation of a modest economic recovery in 2011.

 

IMPORTANT DISCLOSURES

This research material has been prepared by LPL Financial. 

Quantitative Easing is a government monetary policy occasionally used to increase the money supply by buying
government securities or other securities from the market. Quantitative easing increases the money supply by flooding
financial institutions with capital in an effort to promote increased lending and liquidity.

Stock investing involves risk including loss of principal.

The Consumer Price Index (CPI) is a measure of the average change over time in the prices paid by urban consumers for
a market basket of consumer goods and services.
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Build a Solid Foundation

 
Building wealth takes time and work. It doesn't happen overnight and not without making it a priority. You need to set
goals, have a good blueprint, stick to your plan and keep building on your success. By establishing good savings habits,
you can accumulate wealth over your lifetime. Here are a dozen tips to build on:

1. Dream big but stay grounded. All big projects begin with a vision, require solid execution, and are grounded in
practical matters. What's your vision? Know what you want to do in retirement, and what you're saving for. Then, take
action and make it happen.

2. Start early. Put time to work for you. The earlier you begin to save, the longer your money can compound. In fact, by
starting earlier, you can achieve more while saving less than someone who waits. In a hypothetical example, Jim begins
saving at age 25 and accumulates $1 million by age 65 by saving just $522 a month and earning 6% a year on his
investment. But Janet waits 20 years and only begins to save at age 45. Earning the same 6% a year, she'd need to save
$2,195 a month to reach $1 million by age 65.

3. Go for growth. If you start early, your time horizon should help shape your investment mix. When you save for longer
periods, it's easier to live with greater volatility (ups and downs) because you have more time to recover in the event of a
loss. By investing more aggressively, you should have a greater chance for your money to earn a higher rate of return.

4. Pay yourself first. Invest the money before you can spend it. Payroll deduction in your retirement plan is simple,
convenient and effective.

5. Don't leave money on the table. If you receive an employer matching contribution, contribute enough to receive the full
match. Anything less is like leaving money on the table, or turning down a raise.

6. Sweat the small stuff. Little things add up. Bring a lunch to work, make your own coffee in the morning, don't buy on
impulse, eat at a less expensive restaurant or dine out less frequently. Good financial habits make a difference and they
leave you in control.

7. Live within your means. Don't spend money that you don't have. Spending less than you make frees up money for
future use.

8. Use your 2% well. For 2011, the government gave everyone a gift: 2 percentage points off the Social Security tax of
6.2%. Put that money right into your retirement savings.

9. Think for yourself. Many investors follow the crowd. They don't want to miss out on the latest big thing. But often by
the time a crowd is following a trend, the best opportunity has come and gone. It's better to think for yourself and follow
your own path.

10. Learn from others. Make your own decisions, but learn from others and build on their knowledge and experience.
Talk about investing with a relative or close friend, attend seminars, and read books and magazine articles.

11. Take your time. Don't be rushed into quick decisions. If you have several decades, keep on doing what has worked for
you, and maintain a steady course.

12. Stay focused. Review your progress regularly, but keep moving in a straight line. It'll get you to your goal faster.

Kmotion, Inc., P.O. Box 1456, Tualatin, OR 97062; www.kmotion.com

© 2011 Kmotion, Inc. This newsletter is a publication of Kmotion, Inc., whose role is solely that of publisher. The
articles and opinions in this newsletter are those of Kmotion. The articles and opinions are for general information only
and are not intended to provide specific plan or situation. Plan sponsors should always consult the plan's legal counsel or
tax advisor for advice regarding plan-specific issues.

LPL Compliance# 713468

http://www.kmotion.com/


The opinions voiced in this material are for general information only and are not intended to provide specific advice or
recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your
financial advisor prior to investing. All performance referenced is historical and is no guarantee of future results. All
indices are unmanaged and cannot be invested into directly.
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