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Economic  h igh l igh t s  o f  the  week:  
 
In  the  USA,  the  week  fo l lowing  the  
mo mentus  pas s ing  o f  the  “Ba i l  –  
ou t”  was  g ree t ed  wi th  su rp r i s ing  
ind i f f e r ence .  Cred i t  marke t s  
r ema ined  f rozen  a s  banks  r e fused  to  
l end  to  each  o ther  and  inves to r s  
r e fu sed  to  inves t  in  any th ing  bu t  
shor t  t e rm Governmen t  Treasure r  
B i l l s .  On  Monday  the  Fed  s t a r t ed  ou t  
mak ing  more  funds  ava i l ab le  to  
banks ,  and  then  on  Tuesday  ag reed  
to  purchase  commerc ia l  pape r .  
Thur sday  saw an  unpreceden ted  
Globa l  in t e res t  r a t e  dec rease ,  bu t ,  i t  
has  to  be  sa id ,  a l l  t hese  ac t ions  seem 
to  have  been“ too  l i t t l e ,  t oo  l a t e” .  
 
Un t i l  F r iday  a round  3 :10  pm Eas t e rn  
S tandard  T ime  tha t  i s .  Tha t  was  
when  the  “G7”  F inance  Min i s t e r  
came  ou t  w i th  a  un i f i ed  s t a t emen t  to  
t ack le  the  c red i t  c r i s i s .  I t  s eems  tha t  
the  s tock  marke t  in  the  USA 

be l i eves  the  cu r r en t  economic  c r i s i s  
can  on ly  be  won  i f  a  g loba l  app roach  
i s  t aken .  The  Dow Jones  Indus t r i a l  
Index  wen t  in to  pos i t ive  t e r r i to ry  
be fo re  the  c lose ,  even tua l ly  end ing  
128  po in t s  down  fo r  the  day  –  no t  
bad  cons ide r ing  the  week  we  had  
jus t  had .  
 
The  p rognos i s  now i s  tha t  the  g loba l  
economy w i l l  s low  down  to  a round  
2% year  on  yea r  g rowth  in  2009 ,  
a s suming  g loba l  e f fo r t s  to  ease  
c red i t  a re  e f fec t ive .  In f l a t ion  i s  
r e l a t ive ly  h igh  in  the  USA (5 .4%)  
and  UK (4 .7%)  bu t  manageab le  and  
l e s s  impor tan t  than  aver t ing  a  fu l l  
b lown  g loba l  dep ress ion .  In  the  USA 
expor t s  a re  expec ted  to  r ema in  the  
one  pos i t ive  s ign ,  s t emming  r i s ing    
unemploymen t .  Consumer  spend ing  
i s  dec reas ing ,  wh ich  wi l l  we igh  
heav i ly  on  ea rn ings  in  the  nex t  yea r .  
 
 

The  Marke ts  :  
 
I t  wou ld  appear  tha t  the  marke t  in  
the  USA i s  a t  a  j unc t ion .  In  one  
scenar io  i t  w i l l  bo t tom ou t  shor t ly  
and  s t a r t  t o  r ecover  to  p rev ious  
he igh t s  over  the  nex t  2  to  3  yea r s .  A  
g rea t  inves tmen t  oppor tun i ty .  Th i s  i s  
l a rge ly  dependan t  on  whe the r  
inves to r s  be l i eve  the  economy has  
been  b rough t  under  con t ro l  and  some  
degree  o f  ce r t a in ty  can  be  fo r seen ,  
someth ing  tha t  i s  n igh  imposs ib le  
now.  
 
The  a l t e rna t ive  scenar io  i s  tha t  the  
economy i s  a  way  o f f  be ing  
con t ro l l ed ,  t he  marke t  wi l l  con t inue  
to  s l ide ,  poss ib ly  fo r  yea r s  to  come ,  
and  the  wor ld  wi l l  endu re  a  
depress ion  no t  un l ike  1929  –  32 .  
C lea r ly  a  scena r io  tha t  we  hope  to  
avo id ,  and  pe rhaps  Fr iday  was  the  
f i r s t  s ign  tha t  we  have?  Here ’ s  
hop ing!  
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I n v e s t m e n t  r e c o m m e n d a t i o n s :  

 

I n v e s t o r s  s h o u l d  r e m a i n  i n  c a s h ,  b u t  b e  r e a d y  t o  

m o v e  i n t o  s e l e c t e d  e q u i t i e s  a n d  d a y  n o w .  T h e  

c h o i c e  a n d  q u a n t u m  i n v e s t e d  w i l l  d e p e n d  o n  y o u r  

p a r t i c u l a r  i n v e s t m e n t  p r o f i l e ,  s o  b e  s u r e  y o u  c h e c k  

w i t h  y o u r  f i n a n c i a l  a d v i s o r  b e f o r e  m a k i n g  h a s t y  

d e c i s i o n s .  H e r e  a r e  s o m e  c o n s i d e r a t i o n s  :

 

C o m p a n y  I n d u s t r y  L a s t  t r a d e  C o m m e n t s  

J o h n s o n  a n d  J o h n s o n  M a j o r  

D r u g s  

5 5 . 8 5 S h a r e  p r i c e  e x p e c t e d  t o  r i s e  t o  $ 7 6  y i e l d i n g  a  r e t u r n  o f  

3 6 %  i f  t h i s  h a p p e n s  i n  1 2  m o n t h s .  

B a n k  o f  A m e r i c a  B a n k s  2 0 . 8 7 S & P  f o e c a s t  p r i c e  t o  g o  t o  $ 2 6 ,  b u t  c o u l d  e x c e d  t h i s  

b a s e d  o n  f o r e c a s t  e a r n i n g s .  B a n k i n g  s e c t o r  i s  r i s k y  a t  

p r e s e n t ,  b u t  t h i s  l o o k s  l i k e  a  s u r v i v o r .  

W a l m a r t  R e t a i l  5 0 . 9 5 E v e r y o n e ’ s  g o t  t o  e a t  a n d  t h i s  i s  a  l o w  c o s t  c a s h  r i c h  

b u s i n e s s .  T a r g e t  p r i c e  $ 6 5  –  r e t u r n  2 8 %  i n  1 2  m o n t h s .  

I B M  B u s i n e s s  

s e r v i c e s  

9 1 . 0 0 E a r n i n g s  o u t  t h i s  w e e k ,  s o  b e w a r e .  T a r g e t  p r i c e  i s  $ 1 3 5 ,  

w h i c h  i s  a  5 4 %  r e t u r n  i f  i t  r e a c h e s  t h i s  p r i c e  i n  1 2  

m o n t h s .  
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