
SUMMER 2015

Important 
Dates

July 3rd
Observance of 

Independence Day – 
Offi ce Closed

July 4th
Independence Day

Sept 7th
Labor Day – Offi ce Closed

Sept 11th
Patriot Day

Sept 23rd
September Equinox –

Fall Begins

Sept 15th
3rd Federal Estimated
Payment Due for 2015

Continued inside...

Important

Reminders

When will the Federal Reserve begin to 
raise the federal funds rate? It’s a question 
that may a� ect U.S. markets more than 
any other during 2015. Last fall, Chicago 
Fed President Charles Evans noted: 1

“…Monetary policy does not presently 
face a conf lict in goals; actions that 
support employment growth also help 
move in� ation up toward our target. Yet, 
as I look to the future and assess risks, I 
foresee a time when a policy 
dilemma might emerge: 
Namely, we could 
� nd ourselves in a 
situation in which 
the progress or 
risks to one of 
our goals dictate 
a tightening of policy 
while the achievement of the 
other goal calls for maintaining 
strong accommodation.”

In other words, improved employment 
data may signal the need for tighter 
monetary policy, but stubbornly low 
in� ation may suggest a di� erent course 
of action.

A Look Back
Following the � nancial crisis, the Fed cut 
the fed funds rate, which is the overnight 
rate at which banks lend to one another, 
to nearly zero. It also initiated several 
rounds of quantitative easing (QE), an 
unconventional monetary policy that had 
the Fed buying government securities 
to encourage low rates and keep money 
readily available to those who needed it. 
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WILL RATES RISE?
WHEN

� e Fed’s third round of QE ended in
October 2014. 2

� e end of QE left the Fed’s balance 
sheet, an accounting of what it owns 
and what it owes, looking considerably 
different than it did back in 2007. 
Today’s balance sheet is much larger. 
Total assets had grown from $869 billion 
to more than $4 trillion late in 2014. 3 
� e nature of the assets and liabilities 

held had changed, too. 
The new balance 

sheet was loaded 
w it h  lon g-
term Treasury 
and mortgage-

b a c k e d 
securities. 4

The plan is to reduce these holdings 
gradually once the next step on the 
road to ‘normalizing’ monetary policy 
– namely, raising the Fed funds rate – 
has been taken. Raising the rate will 
push banks’ borrowing costs higher. 
They, in turn, will charge consumers 
and businesses higher interest rates on 
mortgages, credit cards, and loans. 5

Timing is Everything
According to � e New York Times, a 
number of Fed o�  cials have endorsed 
the idea of raising rates in mid-2015; 
some want to act sooner, and some 
prefer to wait longer. 6

Here are a few data points markets, 
economists, and Fed off icials may 
consider as they think about rate hikes.



 
 Employment. More people are fi nding 
jobs and more people are leaving jobs for better 
opportunities; however, The New York Times reported 
there is still “evidence of considerable slack including 
the unusually large number of part-time workers who 
say they cannot fi nd full-time work.” 6

 Inflation and energy prices. Lower energy 
prices have given the American economy a multi-billion 
dollar boost, according to The New York Times, and 
helped keep infl ation low. 7 However, The Wall Street 
Journal pointed out, “Some economists say [low infl ation] 
is the biggest problem facing the global economy as it 
enters 2015, and will likely lead to further stimulus efforts 
by a number of central banks, while others will wait longer 
to raise their benchmark interest rates from unusually low 
levels.” 8 

 America’s economic health. The Economist 
recently presented narratives that may fi t what it called, a 
“strange, strange set of data points” in the United States. 
“Things are clearly still amiss in America when monetary 
policy can remain so far from normal while the economy 
revs up even as infl ation and wage growth limp along at 
pitifully low levels.” 9

 Monetary policy outside the United States. 
Late in 2014, central banks in Japan and Europe announced 
they would implement quantitative easing. China’s central 
bank lowered rates. According to Barron’s, these policies, “…
put pressure on the yen and euro which drives up the dollar and 
drives down U.S. infl ation… The Fed would like to see more 
infl ation. And, that’s why, if no one else is on the road to normal 
policy, it’s awfully hard for the Fed to continue along the road 
to raising rates.” 10

 The Great Depression. In 1937, in response to 
positive economic growth and re-infl ation, the Fed tightened 
monetary policy and the economy spiraled into recession and 
defl ation. Fed president Charles Evans has said he believes the 
biggest risk our economy faces today is the Fed prematurely 
engineering restrictive monetary conditions. 1

Barron’s has said there is little doubt the Fed wants to raise 
interest rates. The trick is acting in a timely way so rate hikes 
don’t halt the momentum of the U.S. economy. 11 Stock and 
bond investors will wait with bated breath while the Fed reads 
the economic tea leaves and determines a course of action. 
It’s no secret speculation sometimes makes investors antsy, 
so it’s possible markets could be bouncy until rate hikes 
become a reality.

...continued from front page.
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1While Labor Day has long been celebrated here in the 
United States, the holiday actually originated in Canada 
as a result of labor disputes back in 1870.

2The fi rst Labor Day celebration in the U.S. can 
be traced to New York City’s Union Square on 
September 5, 1882.

3The fi rst Labor Day festivities included “speeches, a 
picnic, an abundance of cigars and Lager beer kegs…
mounted in every conceivable place.” (quote from a 

NY newspaper)

4Oregon was the fi rst state to declare Labor Day 
a state holiday.

5In 1894, President Grover Cleveland declared the fi rst 
Monday in September to be offi cially recognized as Labor 
Day.

6Originating as a celebration for the working class, Labor Day 
has evolved into the unoffi cial end of the summer season.

7According to Emily Post, it’s perfectly acceptable to wear 
white after Labor Day!

Sources: [1] http://www.chicagofed.org/webpages/
publications/speeches/2014/09-24-14-charles-evans-
patience-monetary-policy-peterson-institute.cfm 
[2] http://www.investopedia.com/terms/q/quantitative-
easing.asp
[3] http://www.federalreserve.gov/monetarypolicy/bst_
recenttrends.htm
[4] http://www.clevelandfed.org/research/data/credit_easing/
index.cfm
[5] http://blogs.wsj.com/economics/2014/11/20/federal-
reserve-could-add-to-toolkit-for-raising-rates/

[6] http://www.nytimes.com/2014/11/20/business/federal-reserve-releases-
minutes-of-october-2014-meeting.html?_r=0 
[7] http://www.nytimes.com/2014/11/14/business/economy/lower-oil-prices-
give-a-lift-to-the-american-economy.html?_r=0
[8] http://online.wsj.com/articles/oecd-says-global-infl ation-continues-to-
ease-1417521932
[9] http://www.economist.com/blogs/freeexchange/2014/11/americas-economy
[10] http://online.barrons.com/articles/the-fed-can-it-tighten-in-a-loosening-
world-1416632503?cb=logged0.6854591509327292

[11] http://online.barrons.com/articles/the-feds-conundrum-1416631971
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Labor Day Facts



It’s an early summer morning, and an incredible new life is just beginning 
in the garden. It all started a few days ago, when a Monarch butter� y laid 
an egg on a milkweed plant. � e choice was no accident: Milkweed is the 
only food a monarch caterpillar can consume. And now this little caterpillar 
in Wooster, Ohio, has a job to do. Unlike other caterpillars that make a 
chrysalis, become butter� ies and then die within a few short weeks, this 
one is part of the yearly “super generation.” Take a look as its journey begins.

August 4th – 
Wooster, Ohio

� e caterpillar is about the size of a pencil point. It stays on this plant, 
eating and growing nonstop, leaving only if it has � nished every leaf and it 
must � nd new food. Caterpillars are very hungry indeed!

August 17th
About two weeks have passed since the egg hatched, and the caterpillar is 
about two inches long. It crawls away from the milkweed, � nding a safe and 
sheltered place nearby, and goes to work creating a small silk pad. It attaches 
itself to the pad, hanging upside down to form a “J” shape.

For 18 hours, the caterpillar is nearly motionless. � en, the skin on its 
head suddenly splits to show a vivid green surface beneath. For several long 
minutes, the caterpillar wriggle, until at last the skin falls to the ground. 
Left behind is a soft green mass that hardens slowly into a waxy chrysalis. 
Now there’s nothing to do but wait.

September 1st
� e chrysalis now shows patterns of orange and black. As the � rst rays of 
sun appear, the pod cracks open and the creature’s legs emerge. With e� ort, 
the rest of the body pushes out. Its crumpled wings soon straighten. � e 
new butter� y, a female hangs upside down, keeping still as her wings harden 
and dry. A couple of hours later, she � utters and � aps them, trying them out. 
� en, the breeze catches her, and she’s o�  into the sky for her � rst � ight.

September 30th – 
Louisville, Kentucky

As part of the super generation, this monarch has no interest in mating just 
yet. Instead, instincts tell her to � y fast and far. She has already � own more 
than 300 miles from her birthplace, and her journey has barely begun.

We will follow our Monarch’s journey in the next several issues of our 
newsletter. We hope you enjoy this in-depth look at our namesake!

� is article is reprinted with permission from 
Birds and Blooms magazine and can be found 
in the September 2013 edition.
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Successfully 
Completing the 
Journey

C ongratulations to our � iend and client, Dr. Enrique Arevalos, � o was 
r� ently inducted as a Fellow in the American College �  Radiology 
(ACR). � is is one �  the high� t honors the ACR can b� tow and only 
about 10% �  the ACR members achieve this di  inction.

Dr. Arevalos is with Advanced Diagnostic Imaging and has worked in 
Williamson Medical Center’s Department �  Radiology for a number 
�  years. He and his wife, Sandy, just r� ently celebrated their 34th 
anniversary. Outside �  the �   ce, 
Enrique stays bu�  with their two 
daughters and three grandsons.

Congratulations, Enrique, on this well-
d� erved honor!
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