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n 2004 the Federal Reserve Board ended an extended period of historically
low interest rates. The low rates contributed to the economy’s recovery from

the twin blows of recession and the September 11 attacks. As employment and
growth rates strengthened without signs of accelerating inflation, the central
bank was able to begin a measured program of quarter-point rate increases.

Rising interest rates are a mixed blessing for investors. For those in the safest
part of the market, investing in certificates of deposit and the short-term money
market, rising rates can mean rising income. Holders of intermediate- and long-
term bonds, on the other hand, need to be concerned about a potential loss of
principal, because the paper value of their bonds will fall as interest rates rise.

Stockholders have a different calculus. If rising rates signal a robust economy,
corporate profits and share values may be expected to rise. Still, some companies
may be hurt by higher interest rates, and at some level, high rates will act as a
brake on economic growth.

QuarterNote$ asked investment analyst Rob Garland, Vice President, Research
Department, of ING Advisors Network to sort out how these factors may affect

portfolio planning as the new year begins.
Continued on next page

Markets viewpoint

In this issue of QUARTERNOTES, we
depart from financial and tax planning
topics to focus on the investment mar-
kets, and what we may expect in the
coming year. The economy has been
performing well, but investors need to
keep a watchful eye on interest rates.

If you haven’t made your IRA contri-
bution for last year, you should plan
on taking care of it soon. Differences
between regular and Roth IRAs are
detailed on page 3.

Have you consolidated your IRAs for
better investment management? We
can help with that. Do you have ques-
tions about your investments, or what
impact investment market changes
might have on your portfolio? Just
give us a call.
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