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Economic Outlook
The New Year is underway and a strong case can be built for
investor optimism. Barring any unforeseen exogenous events
such as domestic terrorism, I believe that the uncertainties of
2005 will be small in comparison to those of 2003 or 2004. Last
year investors were worried about the uncertainties of the US
presidential election, increasing instability in Iraq, increasing
price of oil, and domestic terrorism (including heightened fears
around the elections). This year, in contrast, the list of investor fears has dwindled to domestic terrorism.

prompted it to begin increasing interest rates toward more normal levels. The Fed increased lending rates five straight times
last year from 1.0% to 2.25%. Further, it is widely expected that
it will continue to increase rates in 2005 until they neutrally
rest around 3.5% - 4.0%. All of these factors bode well for
long-term investors in the stock market.
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It Looks Like Goldie Locks Might Be Back
The best course of action in both bull and bear markets is to
Our economy appears to be reaching a balanced “sweet spot”
maintain a diversified, long-term, buy-and-hold investment
where growth and other factors are not too hot, not to cool,
strategy. Overall, I believe that the big picture, long-term outbut are just right – sustainable for an extended period of time.
look for the US economy and stock market is very strong.
Last year, the Federal Reserve's confidence in the economy
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