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BITING INTO BITCOINS

There has been a lot of news lately about the increas-
ing use of bitcoins, a new form of digital currency. Most
of us never heard of them before this year, but they have
been around since 2009 when they were created by an
unknown person known as “Satoshi Nakamoto.” The cur-
rency doesn’t exist physically and there are no banks that
hold them. They are stored in a digital wallet on the
cloud, or on your computer. There are several exchanges
where you can buy them, or you can acquire them by sell-
ing a good or service in exchange for bitcoin.

Because no banks regulate bitcoins they are not subject
to any country’s regulations. That makes them easy and
inexpensive to use internationally, and helps small busi-
nesses because there are no credit card fees. While the
number of businesses who accept bitcoins is still small it is
growing. Many people lately, however, are buying
bitcoins as an investment. That is because their value ex-

ploded this year. Last December bitcoins were worth
about $12; yesterday they were worth about §1,200
(however as I am writing this an article news came out
that the price dropped $200 today when The People’s
Bank of China outlawed the country’s use of them). As
they become more mainstream the price may stabilize, but
this is an example of how volatile they are as an invest-
ment. Here in the US the Senate Committee on Home-
land Security and Government Affairs is looking into
bitcoins, as they have been used by criminals on online
black markets to buy illicit drugs and services. The Treas-
ury recently issued a notice that groups exchanging
bitcoins must register with the government and keep rec-
ords.

It will be interesting to watch the progression of this
new type of currency. It is not hard to foresee a day when
we will all be carrying a digital wallet.

QUANTITATIVE EASING AND MONEY SUPPLY

We’ve had QE1, QE2, and now we have QE3. Quan-
titative Easing became a household term shortly after the
Federal Reserve instituted this strategy following the 2008
financial crisis. Recently any whisper about the direction
of QE bears great influence over stock prices and has

caused multi-day drops in the market.

The Federal Reserve System (The “Fed”) which is com-
posed of 12 Federal Districts — otherwise known as the
Central Bank of the US — was established in 1913 in order
that they might be a “lender of last resort” to banks that
could not keep up with depositors’ panicked withdrawal
demands during a liquidity crisis.

The Central Bank is independent of the Executive and
Judicial Branches and gets it power directly from Con-
gress. The Fed’s role has expanded over time such that it
is charged with implementing Monetary Policy; basically
manipulating interest rates and Money Supply (described
as the total amount of currency and bank deposits availa-

ble in an economy at a specific time) to manage economic
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growth, inflation, and unemployment.

The Fed can increase or decrease the money supply
through the activity of buying or selling treasury bonds.
Buying treasury bonds puts more money out in circula-
tion which encourages lending in an anemic economy
(there’s more money available to be loaned, invested,
and otherwise spent). Alternatively, when inflation kicks
in the Fed might sell treasury bonds in order to take mon-
ey out of circulation, which causes interest rates to rise,
restricts lending, and reduces spending on the part of

investors and consumers.

The strategy of buying treasury bonds to increase
money out in circulation for lending (and growth) can be
ineffective when interest rates are low as they are today.
QE is unusual in that the Fed is buying mortgage-backed
bonds rather than just Treasury bonds. Our new Fed
Chair, Janet Yellen, is tasked with unwinding what has
lately been nicknamed QE-Infinity.
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I’M SORRY (NOT!) CORNERSTONE HAPPENINGS

Common sense suggests that in the course of apologizing
for an error or injury to another there is a tacit, if not explicit
acknowledgment that one is confessing to be at fault. In the
case of paying a fine — say for a driving violation — such penalty
most certainly confirms one’s guilt (or we wouldn’t pay to
begin with!)

Not so with corporations the SEC (Securities Exchange
Commission) fines for transgressions deemed to be unscrupu-
lous, unfair, unethical, scandalous and illegal. When publicly
reported this news most often includes a statement that the
perpetrator does not admit to any wrong-doing. Back in 1972,
when they even lacked the power to impose fines (the courts
had to do this) the SEC established a policy based on the fol-
lowing understanding: “a defendant’s refusal to admit to allega-
tions is equivalent to a denial, unless the defendant or respondent
states that he neither admits nor denies the allegations” (Emphasis

added). Hmmm.

Enter Mary Jo White, a former Federal Prosecutor, who is
our newest SEC Chair. It is encouraging to hear that she be-
lieves a “robust enforcement program is critical to fulfilling the
SEC’s mission to instill confidence in those who invest in our
markets and to make our markets fair and honest”; and further-
more “we need to be certain our settlements have teeth, and
send a strong message of deterrence.”

We already bear witness to her goal — think JP Morgan in
the news of late — as Ms. White & Company imposed not only

a staggering fine but also extracted a public admission of guilt.
Hallelujah.

Susan and Jill attended a NAPFA conference in
Philadelphia this past October where they heard many
dynamic speakers share their perspective and insights
on issues around the economy, politics and investing.
Susan then headed to a conference in Orlando where
she studied Fundamentals of Financial Life Planning
with Carol Anderson and Amy Mullen of Money Quo-
tient™,

The Portland offices are pretty with new paint and
carpet; we are pleased to be working with Jeanne
Handy, an interior designer, who has helped facilitate
the design and color; next up is wall décor, furnish-
ings, and plants.

Raylene bought some acreage in Alfred and hopes
to build on the lot over the next year or
so. Baby Mason, Susan’s grandson, is no
longer a baby — he recently turned 2!

Jill heads to Miami with Jeff to watch &
a Patriots game at Sun Life Stadium,

thereby contributing to their goal of visiting all the US
football stadiums!

Q;Zapp)/ Holidays./
Wishingyou all peace and good-

will in the)/ear to come!

“An apology? Bah! Disgusting! Cowardly! Beneath the dig—

nity of any gentleman, however wrong he might be.”

~Steve Martin

The Oxford Dictionary word of the year: selfie. Tak-
ing a self-portrait with your phone has become ram-
pant. Although it doesn’t have to be shared, it is com-
mon to put the picture out there for the world to see

on Instagram, Facebook, etc. We are sharing our ex-
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periences in real time and docu-
menting them for eternity. Presi-
dent Obama took a selfie at Man-
dela’s memorial service the other

day and got in a heap of trouble

with the press for his apparent dis-
respect; however, others felt it was
appropriate given the dancing and

general “carnival atmosphere”.
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