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Because of the impending general elections, this economic outlook is difficult to ascertain. Much of what can be
anticipated with the economy over the next six months largely hinges on the November elections. Business drives the
economy and business management prefers government grid-lock. In a balanced government decisions are debated
more thoroughly before becoming law and therefore provides for a more democratic outcome. With most businesses
holding adequate capital to expand when the time is right, business fundamentals are reasonably strong in a lowinterest, low-inflation environment. However, with an unbalanced, uncertain environment, businesses cannot make
prudent decisions about expansion, capital reinvestment and job creation. If they do not purchase and they do not hire
the likely outcome would be further economic contraction.
In our last Economic Outlook (Spring/Summer 2010) we advised that recovery without job growth is possible but
not sustainable. And here we are, experiencing exactly that. Although the economy showed some signs of positive
movement in early 2010 coupled with reports that the recession was over, we continue to be stuck in a state of “no job
growth” which is jeopardizing any real and meaningful recovery.
A new cloud of concern has descended on America. Some economists see an economic malaise that could extend
the normal negative cycle due to a lack of leadership from a political, economic and fiscal standpoint. The continued
tax stalemate in Washington DC contributes to a very slow recovery and this uncertainty over tax policy is a major
reason for the paralysis. Further postponement of a vote to keep the tax cuts increases the odds of our economy
entering back into recession.
Here are the current statistics contributing to the state of our economy (some negative, some positive):
•

According to the Case-Shiller index, home prices rose 3.2% since July 2009,
but the housing slump is still a drag on the economy.

•

GDP sits at 1.5% for the second quarter of 2010, which is down from a
forecasted 2.7%.

•

With consumer confidence falling to its lowest level since February, consumers
reined in their spending, resulting in a deceleration of manufacturing.

•

Household net worth is down 20% since 2007 (a decrease of $12.3trillion).

•

Unemployment rate remains painfully high, at 9.6% (at the time of this
publication).

•

Global mergers & acquisitions are at the highest levels since late 2007.

•

Chicago Board of Exchange’s Volatility Index (VIX) has remained within its
“normal” trading range and is expected to continue as such for the short term.
Meaning market volatility is expected to be moderate.

•

U.S. private debt is 268% of GDP causing a long period of subdued growth,
putting the dollar one step nearer to a crisis.

CONTINUE ON BACK

Multop Financial remains optimistic on the long range forecast of the economy, but believes the best case scenario
in the shorter term will be continued economic uneasiness with mid-single digit returns on equity investments during
that timeframe. We anticipate the Dow Industrial average to oscillate between 10,000 and 12,000 over the next 12 –
18 months with moderate volatility, assuming no extreme news events or substantial economic changes. Postponing
a vote to keep the tax cuts jeopardizes our fragile economy’s future and stability due to the effects on business and
individual spending. If the cuts are upheld we may look to a gradual improvement going into 2011-2012, although not
a robust recovery like we have seen coming out of past recessions.
What does this mean for your portfolio? In our opinion, there should be heavy emphasis on appropriate diversification
at this time. We continue to position into a mix of blue chip dividend paying stocks, absolute return products, with a
component of commodities and precious metals. We also suggest a sprinkling of emerging markets such as China,
Brazil and Southeast Asia due to their dominant force in the global economy and their increasing annualized rates for
industrial production.
We are also stressing the importance of active tax planning for high wage earning and high net worth individuals and,
of course, all business owners. It is imperative to be poised for strategic moves as we wait for news regarding the tax
laws. Retirees should be cautious about over-spending; as mentioned before, rates of return are likely to be meager
in the interim.
•     •     •
The summarizations and outlooks presented here are to be used for overview purposes only and are prepared
according to the opinions of Phillip Multop and Multop Financial. Specific portfolio recommendations should be
made after careful advisement and counsel with your personal financial advisor. Past performance is not a guarantee
of future results. Phillip Multop is a Certified Financial Planner with a Master’s Degree in Taxation. Please visit our
website at www.multop.com to learn about our recent awards and recognitions as well as the firm’s client objectives
and investment philosophies. You may call (877) 671-7890 to schedule your investment consultation. Securities are
offered through Pacific West Securities, Inc. Member FINRA/SIPC. Financial advisory services are provided by Pacific
West Financial Consultants, Inc., A Registered Investment Advisor. *
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