What Does The Year Have In Store For Us

Real Estate, the S&P, Oil, gold, bonds, unemployment, mortgage rates…where will they go this year? Up or is it down, everyone has their opinion. These are all very important questions, as the world’s financial market becomes smaller everything begins to have a trickledown effect. 

A quick reflection on 2010:  Last year wasn’t a block buster year for growth but will be known for laying the ground work for getting our economy headed back in the right direction. The stock market by year’s end performed quite well as the S&P was up 15%. Real Estate locally in Estes Park continued to rebound with residential sales increasing. Mortgage rates moved to generational lows. Gold continued to be a hot commodity as prices continued to rise. Oil and gas prices continued to move higher and we could soon feel the pinch at the gas pump and grocery store.

Forecasting 2011:  Predicting economic results is not an exact science as there are many variables that continually change. However, based on the data available, one can extrapolate a sound reasoning for the direction of the markets. This does get to be subjective as you could place 10 economists in a room and they will likely all come up with some type of varying forecast. 

The abbreviated version is as follows. The Good: Our economy is still on fragile footing but there are fundamental signs that the economy is beginning to move in the right direction. Companies are slowly beginning to invest capital to hire new employees. Large companies are flush with cash and could begin to invest in growth once again. An enormous amount of government stimulus has been pumped into the economy and it may only be a matter of time before it takes hold. The Bad: While companies may implement more hiring, unemployment will likely continue to drag on economic recovery and there is likely no quick fix for reducing both the national and local unemployment rates. The Federal Government’s debt obligation is reaching unsustainable levels which will have to be dealt with sooner than later. The Ugly: Europe’s debt crisis and international unrest. Greece and Ireland may be the first of many other European countries which will need to address over extended debt levels. Additionally government protests in nations like Egypt may cause uncertainty in the world economy.

As a Mortgage Lending Professional, the most common question I am asked is “where will mortgage rates be in 2012?”  Answering that question is as easy to predict as my nine year old daughter’s mood swings.  Her mood can change at a moment’s notice. I can only try to anticipate when it may change. The same goes for interest rates. At the moment the market is a bit indecisive as to what direction rates may go. There are opposing forces at work. The fragile economy, a weak national real estate market (Estes Park is actually performing much better than the national market overall), and global economic instability may favor lower interest rates. On the flip side, stronger economic growth, enormous economic stimulus and potential inflation growth can create momentum for increasing rates. There will likely remain a high level of volatility with mortgage rates but we will likely see rates stay near current low levels in the short term. There is a good probability that we will see rates trend higher in the second half of the year if the economy does start to improve. Unfortunately, I do not see anything at this time that would drive rates back to historic lows we witnessed last October.   However, interest rates remain extremely attractive at current levels and interested homebuyers and those needing to refinance would be wise to take advantage of today’s interest rate environment.

The opinions in this article are solely that of Rich Flanery. Rich Flanery, CMPS®, CMA®, is a Certified Mortgage Planner with over 15 years of experience in the mortgage lending industry. Rich is one of just a handful of Certified Mortgage Planners across the country, and he lives and works in Estes Park helping area residents realize their American Dream. He can be reached at 970-577-9180; via email at rflanery@ccmclending.com, or 501 St. Vrain Ln. Ste. 101, Estes Park. NMLS #256117
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