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On the economic front:

All of the big economic data releases come later this week, with a heavy load on Thursday 
and Friday. Today was relatively tame for market-moving economic news . It is notable 
that a new year crash didn’t happen in the first week, and there is nothing to persuade us that 
it will happen this week, other than if we got a shocking CPI number on Friday morning.

We already know the market is capable of ignoring fundamentals , and there is not much 
more talk of gloom and doom on the national debt level  that can be said until our lenders 
balk. The election drama  will play to what our ears want to hear but our hearts know isn’t 
going to happen. If the market has a fuzzy memory and ignores economic fundamentals, as 
they do, then there is little concern for the long-term if only money can be made in the 
short-term .

But there is one thing to be optimistic about that is based on some solid business 
fundamentals . We tend to ignore the fact that there is a natural economic cycle  that we are 
not supposed to interrupt. We are witnessing the birthing of a new economy cycle , while 
the government is still trying to keep the last cycle from dying.

Let’s look at what should be unfolding over the next few weeks as company earnings 
reports  are released. At the beginning of an economic cycle, where we should be right now, 
profits have been squeezed, sales have fallen, inventories have been reduced and employees 
have been laid off. Debt has been paid down or deferred the best that is possible. Excess 
capacity abounds.

Earnings should start looking better . For many businesses, times are about as lean as 
anybody has seen for many years. Many high-earning long-term, higher paid employees have 
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been encouraged to retire. People are in debt and needing to dig out. People are hungry. A 
new appreciation for a job has returned . It has been ugly, and lessons have been learned.

Slowly, cautiously, business will start getting mor e solid . It takes a while to be convinced 
that the bottom has been reached, but three things can help. If profits improve and are 
expected to be sustained, that provides a positive business sentiment . Consumer 
sentiment  surged in December. If it improves this week, then optimism and a new year sure 
won’t hurt. If business sentiments, through improved profits, and consumer sentiments, 
through nothing more than blind optimism, help set the stage for the new cycle that’s good. 
Let’s take it as a start.

Caution is good, too . Real solid growth with smart business plans, patience and a hyper 
sensitivity to sound business principles  could be the best prize to come out of this 
recession. With inventories down and capacity poised to start rebuilding in lockstep with new 
orders – as they come – no more layoffs  could be the result in the first half of 2010. Just 
think about it. Six months of stabilization  with six months of smart business growth 
decisions  in 2010 could shape the entire decade.

The agenda from the boardroom to the executive meetings to the operational staffing levels 
should have some highlights. One is the acknowledgement that there is a natural economic 
cycle , and we are at the beginning of a new one. There would also be an acknowledgement 
that we absolutely, positively will see a complete economic cycle inside this decade.  The 
questions will be whether we see only one or two. We should be prepared for one and 
horrified if we experience two or more. It will mean something went wrong in a bad way.

The decade must be marked with a certain degree of regulation.  No, I’m not taking about 
government regulation. If we want less of it, we must have more self-regulation on a 
personal and business level.  Baby-boomers have lived for the get-rich-quick expectations 
and found themselves without the time to ride many more of these short, reckless, stimuli-
induced economic cycles. 

Plain talk must rule.  In the past few years, we have had the brightest minds in the world 
confessing they participated in, profited from and/or lost money in schemes they did not 
understand. If we can’t understand something and explain it in simple terms, red flags should 
be raised high.

What we need to do is to manage an economic cycle  such that it doesn’t get overheated but 
that it retracts naturally. Sales grow, people are hired, inventories grow, prices rise, profits 
widen, competition comes in due to the potential for profits, profits tighten up from 
competition, and then it becomes obvious we have too many supermarkets, resulting in the 
entire economy cycle retracting. But not plunging  with rubbish scattered to the four winds. 
And some people out of jobs. Not too many. Not too long, certainly not permanently. Salaries 
are reset, but not destroyed. To try to stop this natural cycle is senseless and expensive,  
money down the drain.

And we need people prepared to weather the normal economic decl ines . Every new 
employee hired in 2010 and 2011 who has been out of a job will likely be smarter and even 
have expectations that it could happen again. Wealth redefined as being out of debt, rather 
than the amount of toys, could work wonders with the workforce of the future.

It is going to take employers a full decade just to start reshaping bus iness  so that the 
strength and depth of the economy can be what it should be. I have never understood how 
anybody with a responsible position could be gone for five weeks of vacation, 15 days of sick 
leave and on and on. If you have 100 employees who inched down from five to two weeks of 
vacation and only ten paid days of sick leave, that would be 400 weeks or enough to pay for 8 
new or needed but laid off employees. How would you like to handle the next economic 
slump? Out of a job or a few less weeks of time off?

Most people think there will be a “new normal.” Some say they are already tired of hearing 
the term, but figure out whatever term you want to say we will likely NEVER see anything 
near as robust  as the past few years. In many ways, we’d better be darn well certain that we 
don’t have anything that is built on such faulty, dishonest and reckless legs . The 
pendulum has swung and is not coming back. And that is not all bad.

But it does not mean we won’t see growth, good paying jobs, a high-quality standard of 
living  by almost any reasonable yardstick. It does not mean that there won’t be many 
opportunities for entrepreneurial inroads on a large scale. In fact, this recession may have 
helped plant the seeds for more self-reliance and self-sufficiency  than ever as just about 
everybody had a near-brush with job/economic reality that leaves you wondering who is 
controlling your economic destiny. All in all, we will be fine if we can just stop expecting no 
inconvenience or pain.

Every day I fight with myself being fully convinced that the economy fundamentals are there to 
cause a collapse on just about any day with a significant turn of events. On the other hand, 
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the strongest thing that I can point to that will either prevent or weather an economic decline is 
the hope that business and personal self-discipline  will take the responsibility required to 
make governmental regulation the moderator, at most, but not the savior or appointed 
operator. 

We have an interesting week, year and decade ahead of us. LFM
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