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The U.S. economy appears to be “Firing on all cylinders” now.  Of course, there are always the doomsayers out there but they have to rely on future projections which may or may not come true.  The reality is that current conditions are slowly improving. 

According to Reuters, the stock market had its best year since 1997 with the S&P up 29.6%.  Consumer confidence, in the current situation, is the highest since April 2008 and remember that consumers are 70% of our economy.  Holiday shopping rose for the fourth consecutive year by 2.7%, not as good as last years 3.0%, but still improving.  

Some other news from Reuters: Apartment vacancy rate fell to the lowest since 2001 @ 4.1%, U.S. trade deficit fell to its lowest level in 4 years as exports hit record highs and week oil prices held down the import bill.  U.S. petroleum exports hit an all time high.  Exports to China were up 8.7% in the first 11 months of the year.  The economy grew 4.1% in the 3rd quarter.  U.S. government deficit fell by more than a third the last 3 months due to the improving economy and higher tax collecting.  The rest of the world is also  recovering and doing so with low inflation. 
 According to ADP, the three month average job growth hit nearly 225,000, the fastest in 21 months.  They think we are going to see a more normal level of job growth as in the past recoveries.  The unemployment rate has fallen from 7.3% to 7.0% and construction spending is at a five year high.  With unemployment benefits for more than a million long-term unemployed expiring on December 28th, this could result in many dropping out of the labor force or taking jobs that they wouldn’t otherwise take.  Some economists think this could lower the unemployment rate by a half a percentage point.  This could take us to the magical number of 6.5% unemployment which is where the Fed has indicated it would consider raising interest rates.  The Fed has already slowed its purchase of mortgages and treasuries from 85 billion a month to 75 billion a month. So, is all this going to cause inflation?  According to the American Institute for Economic Research (AIER), inflation rose 1.2% in the last 12 months through September but all of that increase was in the last five months.  Are we at a turning point? I don’t know but more 
recent inflation for November was 
0.0%, flat from October.  I read about a 2012 Cato Institute report that examined 56 cases of hyperinflation worldwide.  They concluded that it never was caused by printing money.  It 

was caused by the lack of available products that people wanted to buy or the failure of the government.  It’s like the chicken and the egg, which came first!  Take Zimbabwe for example, they had a food shortage and people didn’t have enough food to feed themselves, therefore, people are not going to sell their food for any amount of money.  So, even though the government printed trillions of dollars, it still wouldn’t buy food.  When do things become scarce?   In America, it’s when supply doesn’t meet demand.  According to AIER, currently we are operating at 79% of capacity utilization.  When we get to 82%, there starts to be bottlenecks in supply and this can lead to inflation. Currently there is plenty of supply and this keeps businesses from being able to raise prices. One wild card out there is Obamacare which is a mess.  Since health care is almost 18% of our economy, it could have a big impact.  Call us if you need help with Cover Oregon or other health insurance questions.
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