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What a difference acouple of months make! After a
fairly flat year in most of the investment markets, as we wrapped up the

third quarter and stepped into the fourth, we have seen a turn in investor
sentiment and a corresponding rally in the stock market. Bonds have also
done well, with both the short and longer term interest rates declining rather
dramatically.

It's our opinion that we are finally seeing
financial markets shrug off some of the bearish
forecasts and begin to reflect generally good
fundamental conditions.

In summary, while there is still plenty to be concerned about, like oil prices,
the mess in Iraq, and terrorism threats, we think the outlook for the economy
and financial markets is, on balance, pretty darn good. We have been in this
optimistic mood since late 2002 and so far all the economic numbers seem to
point toward more growth. Obuwiously this will not always be the case and we
are very aware the last time the stock market was reaching new all-time highs,
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it was right before a very nasty three-year correction.

As we start the 4th quarter, our economic optimism doesn’t mean the stock
market can’t reach overbought conditions, or that some market sectors aren’t
due for a correction. It simply means, in the big picture, we do not think
stocks are at an overvalued level as a whole.

At Buttonwood Financial Group,
we have always believed that education
is a big part of our job. We provide these
Quarterly Newsletters and corresponding
reports to keep you informed of our
perception of the economy and its effects
on your investments. Our goal is to remove
the “noise” and provide you with facts.

I was in one of my favorite bookstores the
other day and walked past the magazine
rack. Right in front of me were probably six
or seven of the leading business magazines

full of all the knowledge fit to print that
week. Ironically, two of them sitting side by
side caught my eye. On one magazine the
cover read, “The Coming Collapse of the
US Economy”, while the headline on the
front of the magazine next to it proclaimed
we are living in “The Goldilocks Economy”
where everything is “just right.”

Usually after these Newsletters are posted
on our website (www.ButtonwoodFG.com)
or mailed, we receive several calls with
technical questions about what makes up






