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This Week in the Markets

By Richard E. Longueil, AAMS

If you’ve been paying attention to developments in the bond mar-
kets, the events of the past year may have you scratching your head a
bit. But lest you feel like you’re the only one who’s confused, rest as-
sured that even the experts are trying to figure out what to make of the
flat to inverted yield curve we’ve seen for much of the year.

While some observers take the extreme approach and say the signs
are pointing to an imminent recession, a closer look at several other
factors seems to indicate that conditions actually look favorable for
the fixed-income market.

For starters, we should probably make sure everyone’s clear on what
the yield curve is, and what it seems to be telling us. When it comes to
investing in bonds, it makes sense that a bond with a longer term on it
would typically give you a higher yield than one with a much shorter
term. Hence the yield “curve” could be graphically represented by a
line on a chart going from shorter term/lower yield on the left, moving
to longer term/higher yield on the right, and eventually leveling off.

While that picture would represent a “normal” yield curve, begin-
ning around July of this year the market began to see what’s known as
an inverted yield curve—where the shorter-term notes are actually
offering a higher yield than longer-term bonds. That scenario seems
almost illogical, but as we’ve seen, it certainly isn’t impossible. How-
ever, contrary to the opinion of some market analysts, an inverted
yield curve does not always mean a recession is imminent.

In a recently published paper, the Federal Reserve Board found
that recession is most likely when the spread of the three-month
versus the 10-year Treasury is inverted and the nominal Fed funds
rate target is at a historically high level.* Even though we have an
inverted curve right now, the fact that interest rates are not currently
at historic highs means that the curve is not necessarily signaling an
impending recession.

So what other signs are contributing to a positive outlook for bonds?
For one thing, the Fed appears to be finished with its series of rate
hikes, at least for this cycle. In addition, the economy is cooling off
and we should see growth at slightly below-trend pace in 2007, which
will help to alleviate inflationary pressures. Interestingly, the de-
mand for US dollar-denominated assets has continued to be strong,
and when you add that to the mix it all makes for an environment
conducive of stable yields.

At this point, it doesn’t appear that there will be any significant
pressure for domestic yields to appreciate significantly, unless global
benchmark yields increase. Right now the US markets are benefiting
from the investment dollars of foreign investors who are looking at
our current bond yields as relatively high, compared with their own
markets. Most bond markets in developed countries are yielding less
than our domestic markets, with 10-year sovereign yields ranging from
1.67% in Japan to 4.5% in the UK, for example.

Despite a favorable outlook for the fixed-income markets, there are
still factors that could possibly cloud the picture. If inflation were to
become a legitimate concern, yields might be pushed back up toward
new cyclical highs. Higher energy prices could lead to such a scenar-
io, and that may prompt the Fed to resume tightening. In that case,
investors might respond by pushing yields higher, but even then the
low global yields mentioned previously would soften the blow.

Given everything outlined above, it appears conditions in 2007 will
remain similar to what we have seen for much of the past two years,
and I would expect to see the 10-year note trading in a range of about
20 to 25 basis points above or below a 4.75% base level.

* “The Yield Curve and Predicting Recessions,” Federal Reserve
Board, Washington, D.C. (Feb 2006)

I welcome your responses, questions, and ideas for future topics.
Successful investing to all.

(Richard E. Longueil is a Financial Consultant and Accredited Asset
Management Specialist with A.G. Edwards & Sons, Inc. in Falmouth. He
can bereached at 508-495-5400 or via e-mail at richard.longueil@agedwards.
com)

Some of the information contained herein was obtained from internal
and external sources deemed reliable, but cannot be guaranteed. Opinions
are those of Richard Longueil and are subject to change without notice

A.G. Edwards & Sons, Inc. Member SIPC

Arbor Day Foundation Offers Trees

Each person from Massachu-
setts who joins the National Ar-
bor Day Foundation during Janu-
ary will receive 10 free trees as
part of the nonprofit foundation’s
Trees for America campaign.

The variety of trees will be
shipped postpaid for planting
between February 1 and May 31
with planting instructions, and
are guaranteed to grow or will be
replaced free of charge.

Carpet & Flooring Sale Days!

Bring in the New Year with new carpet & flooring now from Ideal

Storewide Discounts, Big Savings, FREE Estimates, No-Hassle Installation
CARPET - ALL STYLES

Members will also receive a
subscription to the foundation’s
bimonthly publication, Arbor
Day, and The Tree Book, which
provides information about tree
planting and care.

To receive the free trees, send a
$10 contribution to 10 Free Flow-
ering Trees, National Arbor Day
Foundation, 100 Arbor Avenue,
Nebraska City, NE 68410, by Janu-
ary 31 or visit arborday.org.
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20 Village Common Drive
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Recovery Isn’t Just About Willpower

By RAYMOND V. TAMASI

Making decisions to do some-
thing different characterizes
many of our new year intentions.
It is on the mind of this ques-
tioner who is struggling with the
challenge of wanting to believe
things will be different but hav-
ing serious reservations.

Q: My husband has made sever-
al of attempts to stop drinking, but
is never able to do it for more than
a month or two. I get my hopes up,
only to be discouraged when he re-
sumes drinking. Now he says he’s
going to do it for good this time
and he’s starting out the new year
with a real determination. I want
to believe him but I'm frightened
that it’s going to be the same old
pattern. How is it possible for him
to have enough willpower to do
it for a month or two and then go
back? Is there something he can
do to strengthen his will to stop
for good?

A. One of the most difficult
facts to get across to families
struggling with alcoholism is that
simply deciding to not drink is
rarely effective in bringing long-
term recovery. That’s because it’s
so hard to accept that addiction
is an illness. We don’t recover
from illnesses simply by making
a decision of our will not to be
sick any longer. We have to take
action to seek treatment. No one
would spend an ounce of energy
exercising our will to take care
of a cardiac problem. We’d make
an appointment to see a cardiolo-
gist. We wouldn’t “try real hard”
to cure ourselves of a thyroid
condition. We’d go to an endocri-
nologist. That’s because we know
beyond any doubt that these are
medical conditions that require
professional attention.

The only decisions of will that
we must make are the decisions
to go to the doctor and to follow
his/her prescriptive advice, be
it taking medication or making
lifestyle adaptations. With al-
coholism, while the principle is
the same, our responses usually
are not. That’s because, while
many give lip service to the ill-
ness concept, few people really
accept that alcoholism is an ill-
ness. The fact that your husband
has made the decision to stop
is an acknowledgment that his
drinking is abnormal or out of
control. His inability to sustain
his commitment to stop is part
of his struggle to regain control
over his drinking, thus proving
to himself (and to you) that he
doesn’t have a medical condition
called alcoholism. Because he is
able to stop for brief periods of
time, his belief about alcoholism
is reinforced and he convinces
himself that he can’t be an alco-
holic. Once he does that, there is
really only one way to “prove”
it and that is to have just one
drink.

Inevitably, this will, sooner or
later, lead to another episode of
out-of-control drinking. This loss
of control is a gradual process
for most people and is marked
by periods of abstinence (such
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as he has achieved), periods of
what seem to be “normal” drink-
ing, and those dreadful episodes
of uncontrolled drinking.

The New Year is often the
time when these sobriety com-
mitments are made, but they can
also come after a particularly un-
pleasant drinking consequence
such as a driving while intoxicat-
ed incident or a family conflict
about drinking.

The problem is that the view of
alcoholism as a problem of weak
willpower is doomed to failure.
Good intentions and promises
aren’t upheld—not because the
person is not well intended—but
because addiction will not go
into remission simply because
the person “makes a decision” to
quit.

The decision that could make
a difference for him this time is
to make an appointment to meet
with a professional who special-
izesinthe treatment of addiction.
An experienced professional can

help him understand the nature
of alcoholism, its symptoms and
how it progresses. Just as I de-
scribed with the cardiac patient
or the thyroid patient, the deci-
sion of the will that must be made
is to seek medical help and then
to stay with the “prescription.”

And this is not only necessary
for your husband, it is also nec-
essary for you. Think of yourself
as a caregiver to someone with a
chronic illness. If you have ever
been a caregiver to someone who
had some other type of illness—
Alzheimer’s disease comes to
mind—you’d know that the stress
is sometimes so devastating that
the caregiver becomes in need
of medical or counseling assis-
tance. It isn’t that the caregiver
has done anything wrong; it’s just
that the strain of dealing with
the chronic nature of the illness
takes its toll on everyone in the
family.

If your husband is committed
this time to staying stopped, his

likelihood of sustaining absti-
nence will be immeasurably im-
proved if he seeks professional
help. If he doesn’t want to do that,
it must not stop you from doing
so. More and more patients come
to Gosnold because of the inter-
vention of a loved one. You don’t
have to wait for your husband to
get to that decision point him-
self. You can make it for yourself
today by reaching out and seek-
ing counseling assistance.

Help him make this New Year
commitment a little different
from the others. Don’t go it alone.
You’ve started to reach out by
asking the question. Now, take
the next step and make that call.
The Cape has many fine profes-
sionals and Gosnold has a terrific
staff of addiction specialists who
are ready to help.

Comments or questions
can be directed via e-mail to
rtamasi@gosnold.org.

(Raymond V. Tamasi is president
and CEO of Gosnold on Cape Cod.)

Chilling Effect On Youth Mentoring

By STEPHEN WALLACE

Given recent well-publicized
cases of child exploitation, per-
haps it is no surprise that the
age-old practice of mentoring
teens may be yielding to modern-
day concerns about youth safety.
But throwing the baby out with
the bathwater, regardless of how
sullied, may do more harm than
good.

Consider that more than half
(56 percent) of middle and high
school students say that not hav-
ing a mentor would negatively
affect them, according to a new
Teens Today study from SADD
and Liberty Mutual Group.

Indeed, teens able to identify
at least one influential mentor
in their life, such as a teacher,
coach, counselor, or neighbor, re-
port a higher sense of self and are
more likely to take positive risks
that promote overall develop-
ment and mental health.

Just as important, the breadth
and depth of the mentoring a
young person receives correlates
strongly with decision-making.
For example, teens who report
high levels of mentoring are sig-
nificantly more likely than those
who report low levels of mentor-
ing to avoid alcohol, other drugs
and early sexual behavior.

Despite clear evidence of the
positive effects of mentoring on
youth, a startling number of teens
(53 percent) say their parents dis-
courage them from participat-
ing in organizations or activities
where such mentoring might oc-
cur, including one in five who
specifically cite parental concern
for their personal safety when
spending time with a mentor.

Can something so good really
be so bad? Sometimes, but may-
be not as often as we think.

In The Blessing of a Skinned
Knee, psychologist Wendy Mogel
points out that the world may not
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be quite so dangerous after all,
referring to media scare-monger-
ing in which “the most disturbing
stories are given the most atten-
tion and our sense of impending
danger becomes exaggerated.”

This “bogeyman effect,”
brought about by the overampli-
fication of select incidences of
child abuse, appears to be chill-
ing important relationships prov-
en effective in fostering growth
and discouraging poor choices.

And that chill is not coming just
from parents.

Fearing legal responsibility
for misconduct by its employees,
schools and youth organizations
are developing standards limit-
ing the contact that may make
mentoring such an effective tool
in the first place. For example,
guidelines recommended by the
National Education Association
(NEA) describe as inappropriate
professional behavior “taking
students to lunch, outside social
activities, or receiving and writ-
ing personal notes.”

While surging fears about harm
directed at youth may impair sup-
port for mentoring relationships,
adolescents need, and very much
want, consistent exposure to car-
ing, supportive adults. And with
good reason.

Areport by Child Trends, “Men-
toring: A Promising Strategy for
Youth Development,” concludes
that adults other than parents can
provide important emotional sup-
port, advice, and guidance while
also helping to build self-esteem
and self-control. They also point
out that, overall, young people
who participate in mentoring
relationships experience posi-
tive academic benefits, including
better attendance and better atti-
tudes toward school.

While parents clearly play the
most influential mentoring role
in the lives of their children, it is
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also clear that other “significant”
adults can, and do, affect impor-
tant outcomes when it comes to
education, social and emotional
well-being, and health and safe-
ty.

For sure, parents are wise to be
wary. And there are some simple
steps they can take to be sure
their children remain safe.

1. Stay involved. Know with
whom your teen is spending time,
where they are going, and what
they are doing.

2. Get to know your teen’s men-
tors. Working together will bene-
fit your teen and give you a better
sense of your teen’s safety.

3. Encourage your teen’s in-
volvement in organizations that
conduct employee or volunteer
screenings and/or criminal and
sexual offender background
checks.

In The Shelter of Each Other,
New York Times bestselling au-
thor Mary Pipher warns, “A cul-
ture in which children fear adults
and adults are uneasy around
children is an unhealthy and
dangerous place.” Thus, the real
bogeyman may not be lurking in
the bushes outside the door but
rather behind a climate of fear
that threatens from both ends the
very type of adult-child relation-
ships that nurture healthy devel-
opment and decision-making.

In this new year, let’s make a
resolution to throw out the bo-
geyman with the bathwater...and
keep the baby.

(Stephen Wallace, national chair-
man and chief executive officer of
SADD Inc. (Students Against De-
structive Decisions), has experience
as a school psychologist and ado-
lescent counselor and previously
served as a member of the Massa-
chusetts Task Force on Sexual As-
sault and Abuse. For more informa-
tion about SADD, visit www.sadd.
org.)

Recertified
In Food Safety

The following people were re-
certified in applied food safety
after completing the recertifica-
tion training sponsored by Cape
Cod Cooperative Extension at
Elder Services of Cape Cod & the
Islands in Dennis.

With this course and the certi-
fication examination, they were
certified by the Educational
Foundation of the National Res-
taurant Association. The course
was conducted by Susan Bourque
Seward and Kim Concra, of Cape
Cod Cooperative Extension.

Recertified on the Upper Cape
were Dimitrios Arvanitopoulos,
Two Brothers Pizza & Mexican,
Sandwich; Chris Daniels, Na-
tional Oceanic and Atmospheric
Administration (NOAA), Woods
Hole; Bob Gray, Sabatia Inc., Po-
casset; Donna Piermattei, Royal
Megansett Nursing Home, North
Falmouth; and Bruce Schoon,
NOAA, Woods Hole.
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Remodeling Advice From The Experts.

At Case®we understand finding a
competent and reliable handyman
can be a risky proposition.

- Carpentry - Doors - Drywall

- Exterior Trim - Gutters - Painting

- Siding - Skylights - Windows

- Baths - Decks - & Much More
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