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HELPING YOU DO THINGS THAT REALLY MATTER

The Starbucks indicator?

	


Are you sitting in your SUV in the drive-though line at Starbucks, waiting for your morning coffee, or are you conserving gasoline and brewing your “cup of joe” at home? How vulnerable to a recession are you?

Economic experts and media pundits have been debating for some time whether we are in a recession.

The technical definition of a recession is two consecutive quarters of negative real gross domestic product, an inflation-adjusted measure that reflects the value of all goods and services produced within the U.S. in a given year, expressed in base-year prices.

Our GDP has been positive for the past two quarters: 0.9 percent in the first quarter and 3.3 percent in the second quarter. Technically, we are not in a recession.

But public perceptions are somewhat different, as shown in a July 8 article in the San Francisco Chronicle after Starbucks announced the company would be closing 600 stores: “Americans have decided to give up their $4 lattes. In 2008, a better definition of ‘recession’ may not exist.”

On July 31, more bad news: Starbucks reported its first quarterly loss in 16 years as a public company.

Americans are watching their purchases more closely and obviously cutting back. The $4-a-cup lattes and gasoline that topped out at $4 a gallon have affected all of us, consumers from every walk of life and business owners alike.

Whether you believe our economy is in a slowdown or a recession, these telltale signs, combined with rising prices, give us all good reason to pause and review our spending plans and retirement projections.
But in spite of what the nightly news may be screaming at you every night this is no time to panic.  We understand that this country may or may not be in a recession but we know that for the last several months, as you get your investment statements, they have not been going up. 

 After all the excitement we have had since 2003 (Five Years) we are now back in a year that feels a lot like the tech wreck of 2002 which started the biggest market decline in 60 years.
But there are some significant differences in the two sectors in trouble.  Technology stocks had members in them that were just companies with ideas that had never been profitable.  How can a fractional share of a company that never makes money be worth anything?  Financial stocks are generally companies that have a long history of making money and most likely will again although this may not happen over the short term.  There will be some losers and maybe even another Bear Sterns.  That is why we don’t generally buy individual stocks for clients for diversification.   
Hopefully we have learned at least a couple of lessons from the past.  In general most accounts have held some, if not significant amounts of bonds and cash during the last 10 months.  This should give us a place to take withdrawals if necessary and also provides some ballast in tough times like these.  In addition we have more risk conscious managers than we have had in the past.  This means managers who choose stocks based on long term viability and who have a strong discipline that dictates what they buy, how long they hold, and when they sell based on the fundamentals of the companies, and not media headlines. 
In markets like this we hope to avoid having to sell funds that we still like when they are down, maybe even buying more of them in appropriate cases.  Markets like these are the reasons why stocks have historically over long periods of time returned more than CD’s.  Stocks have risks.  Stock markets sometimes are negative, for months at a time or even years, but over long periods of time stocks have outperformed other safer investment vehicles.    

Our goals are simple, we try to make you money when we can and preserve it when we cannot.  We try to protect our portfolios from large losses (20% +), but some loss is inevitable.  Managing risk does not mean eliminating it.  We have been through bear markets before and we will see them again in the future.
These are also times when it is very important for us to know what is going on in your life so we can plan accordingly.  We welcome your calls and meetings to help make these unpleasant times as good as possible.  Remember you can always call Kim for an appointment or even a short conference call.  Phone: 303-985-9889
Hinds Financial Group continues to invest with the following tenets:

The Financial planning process is crucial and precedes investment decision making.  Long term investment success is predicated on three basic principals:
· Faith in the future.  Bolstered by headlines, sound bites and e-mail news flashes touting the crisis of the day it is easy to lose sight of the big picture.  There are problems, some of them pretty big problems, but despite the problems the future looks bright and if history is any indication the world and nations economy will grow.

· Patience.  Americans are the most impatient people in the world.  We want it now!  Financial media coverage of recent market volatility implies that action is needed to avoid disaster.  The reality is the opposite and investment success requires patience and a long term view.  It is scientifically proven fact that investment portfolios trying to time market ups and downs perform worse than those investment portfolios with the patience to ride out inevitable volatility.

· Discipline.  There is the saying “fail to plan is a plan to fail” what is unsaid in this saying is that not sticking to the plan is also a plan to fail.  Our goal is to develop an investment portfolio designed to meet long term financial goals and not having the discipline to stick to the investment plan will impede the ability to reach these goals.  Sticking to the plan requires discipline.

The laws of market volatility, market cycles and business cycles have not been repealed and recent market volatility is mild in comparison to past.  Long term investment success requires an ability to see beyond short term events and focus on long term goals.

As market events unfold we will continue to be vigilant and mindful stewards of the assets you have entrusted to us.
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Securities and advisory services offered through Financial Network Investment Corporation, member FINRA, SIPC, an ING Company.  Hinds Financial Group and Financial Network Investment Corporation are not affiliated.



Due to various state regulations and registration requirements concerning the dissemination of information regarding investment products and services, we are currently required to limit access of the following pages to individuals residing in states where we are currently registered. A Broker/Dealer, Registered Investment Adviser, Registered Representative or Investment Adviser Representative may only transact business in a particular state after licensure or satisfying qualifications requirements of that state, or only if they are excluded or exempted from the states Broker/Dealer, Registered Investment Adviser, or Registered Representative or Investment Adviser Representative requirements, as the case may be; and follow-up, individualized responses to consumers in a particular state by Broker/Dealer, Registered Investment Adviser, Registered Representative or Investment Adviser Representative that involve either the effecting or attempting to effect transactions in securities or the rendering of personalized investment advice for compensation, as the case may be, shall not be made without first complying with the states Broker/Dealer, Registered Investment Adviser, Registered Representative or Investment Adviser Representative requirements, or pursuant to an applicable state exemption or exclusion. 



For information concerning the license status or disciplinary history of a Broker/Dealer, Registered Investment Adviser, Registered Representative, or Investment Adviser Representative, a consumer should contact his or her stated securities law administrator.



Investment products and services from this representative(s) available only to residents of Colorado (CO).
Investments are: • Not FDIC Insured • Not Guaranteed by the Bank • Not a Deposit • Not Insured by any Federal Government Agency • May lose value. 
Securities and advisory services offered through Financial Network Investment Corporation, member FINRA, SIPC, an ING Company. 






Securities are offered through Financial Network Investment Corporation, a non-affiliated corporation,

 a registered Broker/Dealer and member of SIPC.
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