
In 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.
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How will the stock market do in 2005?

No one knows for certain, though the long-term trend for stocks has been up.
However, those who are superstitious are likely to be optimistic about stocks this
year, because years ending in “5”
have been remarkably good ones.
The table here shows the increase
in the Dow Jones Industrial Average
for each of the “5” years in the
20th century.

The average DJIA increase for years
ending in “5” in the 20th century
was 35.1%! Of course, past perform-
ance does not predict future results,
and there’s no rational explanation
for this statistical anomaly.

★ ★  ★

How long will the economic expansion continue?
Again, no one knows for certain. According to the National Bureau for Economic
Research, the current expansion began in November 2001, following an eight-
month recession. That was among the shortest recessions on record. The current
expansion is 26 months old, and since the end of 1945, expansions have lasted
from 12 to 120 months, with an average length of 57 months.

The opinions expressed in 
this newsletter are for general
information only and are not
intended to provide specific
advice or recommendations for
any individual. To determine
whether any of these strategies
are appropriate for you, consult
with your PRIMEVEST

Investment Executive or your
attorney, accountant or tax
advisor before taking any
action. Neither PRIMEVEST nor
any of its representatives may
give legal or tax advice.

Year Return Year Return

1905 38.2% 1955 20.8%

1915 86.5% 1965 10.9%

1925 30.0% 1975 38.3%

1935 38.5% 1985 27.6%

1945 26.6% 1995 33.5%

Source: Barron’s Finance & Investment Handbook 
(5th ed.); Merrill Anderson Company
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Markets viewpoint
In this issue of QUARTERNOTE$, 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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