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Wall Street bracing for 
another volatile week 
Fed interest rate decision, State of 
the Union speech loom in days 
ahead  

 
All the assumptions Wall Street made 
when it recovered from steep losses 
last week ð that the Federal Reserve 
will cut rates again, that President 
Bushôs stimulus plan will proceed, and 
that any recession that occurs might 
actually be shallow and quick ð are 
going to be tested. 

On Monday night, Bush will make his 
State of the Union address. If it looks 
like the proposed $150 billion tax 
rebate for Americans could hit a snag 
in Congress, the marketsô fears about 
consumer spending could balloon 
again. 

Then on Wednesday, the Fed ð which 
helped put a floor under the market last 
week by making an emergency, three-
quarter-point rate cut ð will finish its 
two-day meeting and release its rate 
decision. A failure to deliver the 
quarter-point reduction traders are 
betting on, or signs that the Fed is 
hesitant to loosen its policy further, 
could send stocks sliding.  

And Friday, two snapshots of U.S. 
manufacturing and employment will tell 
investors how the economy fared in 
January. Economists expect jobs to 
increase, but manufacturing activity to 
contract. 

 

Fed rate cuts donôt come 
without economic risk 
Central bank action could spur 
cons umers to again live beyond their 
means  

 
Dropping rates even more can further 
weaken the dollar. That could raise the cost 
of imported goods coming into the U.S. and 
lead American companies to raise their 
prices as foreign-made goods become 
more expensive.  
 

Falling rates mean dwindling returns on 
savings accounts, certificates of deposits, 
money market mutual funds and other 
savings products. Older people, retirees 
and others on fixed incomes could face a 
double whammy if lower rates sparked 
inflation.  
 

Low rates, over time, could lead some 
people to live a lifestyle that they cannot 
afford.  
 

Short-term adjustable-rate mortgages could 
become much cheaper than longer term 
fixed-rate mortgages if the interest rate-
cutting campaign continues. Home buyers 
could flock to the adjustable mortgages 
without seriously considering whether they 
could afford their mortgage payments if 
rates climbed. That is just what happened 
during the housing market's record-
breaking days from 2001 through 2005. 
Today, record numbers of people have 
been forced from their homes ð clobbered 
by rising interest rates and weak home 
values once the boom went bust. 
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S&P 500 

As the index moved near our 
target of 1400 it reached the 
38% retracement level of 
1370.  Unfortunately we may 
experience more volatility 
and uncertainty on the 
direction of the market.  
Support below near term 
lows lies at 1200. 

   

DOW 

Our target of 12500 was reached on Friday after trading briefly below 12000 on an 
early morning selloff.  Optimistically in the midst of extreme volatility the DOW may 
reach 13000 in the medium term.  

 



Dollar Index 

 

 
 

 

John Hancock Preferred Income Fund (HPI) 
This fund is an excellent way to diversify a portfolio in todayôs market 
volatility.  It is experiencing increased interest recently as money moves from 
equities to safer income investments.  
 

 

 

The dollar has found 
some support at 75.  In a 
rate decrease 
environment the US 
Dollar should experience 
further weakening.   
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