
Can I Interest You In Alcoa? We 
Have Dropped The Price 87%! 

Breaking News: The Dow falls below 7000 
for the first time since 1997. Thank you, CNBC.  

This is a very interesting recession. We went 
from July 2007 to September 2008 calmly work-
ing through the problems that are giving the 
economy fits. It was not a pleasant ride, but 
fully understandable. 

Then comes September. The Lehman collapse 
scared the living daylights out of the market 
and sent us into the October/November tail-
spin. The failure of the credit markets put the 
government in panic mode. Remember Presi-
dent Bush going on television to explain why 
he (we) needed $700 billion of our money to 
save the day? If he did not get the money, the 
financial markets would collapse and the 
world as we know it would end.  

 Then we have an election and the new Presi-
dent tells us that $700 billion is just chump 
change. What we must have is another trillion 
dollars to save the day. If we don’t give it to 
him, the world will surely end. 

Now we have 4th quarter corporate reports 
coming out. Guess what? They are not good. I 
cannot imagine why. Do you think it may have 
something to do with the market drop? Didn’t 
you feel like going Christmas shopping as your 
savings lost value? Didn’t you want to go buy 

a new car as the media reported that the Big 
Three were on the verge of bankruptcy and 
needed your tax money? What did you expect 
4th quarter results to look like?  

To help the presidents sell you on the dire 
need for your money, we have CNBC, 
Bloomberg, the nightly news, your local news-
paper, the internet and every other media out-
let telling us that we are headed to doomsday. I 
bet the market troubles get you to watch the 
news to see just how bad things are. Does any-
one remember the teachings of the Master, Wil-
liam Randolph Hearst? The father of Yellow 
Journalism  showed us that sensationalism sells 
newspapers. Why do you think the local televi-
sion station starts the “newscast” with video of 
crash scenes? The action in the stock market is 
good stuff. You can sell a lot of advertisements 
because the eyes are on the “news.” 

So what do we really have now? I cannot 
claim 100% certainty, but I do have an opinion. 
First, the liquidity crisis was real. Letting Leh-
man fail was probably a mistake as it was a 
major player in the credit markets. But things 
happen. There is every indication that the li-
quidity crisis has eased. Yes, we are still feeling 
the effects and will for a while. But, the money 
markets seem to be functioning. 

Employment might not be the disaster that 
everyone thinks it is. Unemployment is cur-
rently around 7.6%. Now, that is an awful 
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number if you are one of the 
7.6%. But most economists 
will tell you that for the econ-
omy to function normally we 
need unemployment in the 
6% range. The reason for that 
is that when unemployment is 
below 6% we tend to have 
jobs chasing workers. That 
causes wage inflation which is 
the primary component in 
overall inflation. So which is 
it? The news shows us people 
who have lost their jobs (so go 
fill your prescription) and the 
(real) horror that brings on a 
personal level. But economics 
shows us that we are in a nor-
mal range. You decide. 

Also, as for comparisons 
with the Great (Real) Depres-
sion, inflation then was in the 
25% range. If you read history 
(or are old enough to remem-
ber) you know that we did not 
have the two wage earner 
families then as we do now. 
Today a family would need to 
lose two jobs. Now that would 
be truly depressing. So keep 
that in mind when you are 
discussing the economy with 
a friend over a $4 latte at Star-
bucks. 

What about the Big Three? 
What about them? It is not 
like their problems are any-
thing new. Their cost struc-
ture is such that they have to 
cut corners to make their 

product competitive. Let them 
go through bankruptcy. That 
is exactly what bankruptcy is 
designed to do. Yes, Toyota, 
Honda and the rest are not 
having banner years, but they 
are not asking for my tax dol-
lars either. 

Look at what the Obama ad-
ministration is doing. They are 
taking advantage of the situa-
tion to pass legislation that 
would not have a snowball’s 
chance in Hades in normal 
times. I am still looking for the 
stimulus in the stimulus pack-
age. But what does it matter? 
The “rich” are going to pay for 
his agenda. Of course, if the 
market continues it’s slide, 
there won’t be a any rich folks 
left. They will all be building 
roads and bridges. Bring back 
the WPA and CCC.  

What I see sending the mar-
ket lower is investor fear. 
There is no doubt that we have 
challenges. What Wall Street 
(with the help of all of us) did 
to the credit markets is crimi-
nal. The banks are in a tough 
spot. But their problems are 
exacerbated by a falling mar-
ket and mark-to-market rules.  

Individual investors haven’t 
got a clue. They did not under-
stand the alphabet soup of fi-
nancial products gone bad. All 
they know is that their retire-
ment savings are disappear-

ing. So, they pull their 401(k) 
money out of the market and 
into short-term bonds (what 
did you think a money market 
fund invested in?) That causes 
the market to fall further. 
Thank you, CNBC! 

There are no incurable prob-
lems with the market. It will 
take some time. Remember the 
markets merely reflect the 
value that you (investors) put 
on corporations.  Those same 
corporations rely on the equity 
markets for capital. Keep send-
ing equity values down and 
more jobs will be lost.  

Are you afraid? Get over it. 
Learn about what is going on. 
Knowledge trumps fear. Yes, 
the market can go lower. But 
the greater likely hood is that it 
will go up.  

Alcoa is selling for 87% off 
the May 2008 high. Are we go-
ing to stop using aluminum? 
This market is full of bargains. 


