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Dear Reader,

It’s time for a change in strategy. The financial crisis should have taught us a thing or two about what is important to our businesses. As Peter Drucker observed, the first and foremost objective of any business enterprise is to survive. The crisis threatened that fundamental objective. Now there are some positive signs on the horizon. The US economy appears to be recovering in sustainable fashion. Consumption has been rising and appears to be contributing to job growth. The EU has reached a landmark moment with the agreement to bail out Greece and the creation of a US$995 billion “rescue fund”. While growth in the Euro Zone will suffer over the next few years, strengthening of the union is likely and positive. Asia continues to log positive growth. Latin America is a bit of a mixed bag but its largest economy, Brazil, is poised for growth. This might be a proper time to evaluate management strategies and get back to some fundamentals. Is your business poised for the long-term sustainable growth of economic value? It wasn’t if your profit was derived principally from cutting wages or from the smoke and mirrors of expected financial income from speculation in financial derivatives. One of my favorite management models is an old one created by the DuPont Company: The Chart Room. Before the days of Power Point the DuPont company manually drew up large charts of the company’s financials. The charts were pulled down at Board and Executive Committee meetings for analysis. Management could see where income was coming from, what was affecting return on investment, where there were problems etc. As regards innovation, DuPont also had an excellent model. The company maintained two research facilities: one, a blue sky research laboratory where scientists experimented freely to develop new products; a second facility applied the results of the blue sky research in specific uses. Nylon, for example, was a discovery that moved from the experimental laboratory to application after a researcher noticed a residue in the bottom of a beaker and pushed the residue through a spinneret. Out came strands that could be woven into fabric. The result was sent to the applications lab and you now use nylon every time you buckle your seat belts, or put on a pair of pantyhose (women only, please!), go skydiving, etc. Kevlar is another example. When a graphite fiber discovered in the research laboratory was made available to the applications lab one worker reportedly took a Kevlar fabric sample home and fired a bullet at it. It proved to be bullet proof! Legend has it that it was also discovered that a bullet coated with Teflon (another DuPont discovery) could penetrate fabric made from Kevlar by separating rather than breaking the fibers. (The Mob reportedly made ample use of both products!) Expensive? Yes. Some things simply didn’t work out – e.g. Corfam (a synthetic leather that made lousy shoes!) But wouldn’t you have loved to have developed nylon, Teflon, Kevlar, polyester, and other such major innovations or products that are now ubiquitous?


In the area of customer service and sales, one of my favorite models is that employed by the old Ethyl Gas Corporation. The company’s sales model encouraged sales personnel to maintain contact with anyone in a client company who used, or had a specific interest in Ethyl Gas products. For example, a salesman would talk to a janitor that used the company’s cleaning solvents to see if there were problems, to the purchasing manager to discuss price, and quite often even to the president of the customer company to assess customer satisfaction with product quality and service. For decades Ethyl Gas enjoyed high customer loyalty, its stock was a stellar performer in the market and employee morale ran high.

I suggest that it might be time to get back to what now seems to be “out of the box” thinking but is basically a return to the fundamentals of building value. As I have suggested before, investing in your own products and customers is a dominant strategy in a highly competitive economy. If you have been a consumer who has had to use those goofy call centers you know how far away some companies now are from their customers. Who knows, you might even enjoy getting back to basics!


BRAZIL

Executive Summary
The economy is humming along smoothly – perhaps too smoothly. Some analysts suggest that current growth rates imply an annual rate of GDP expansion on the order of 7% to 8%. That’s too fast, and not likely to persist given current infrastructure constraints. Congress is spending like a drunken sailor and the government has announced that it will rein in public sector spending to hold the line on inflation. Public sector investment will suffer. Companies are building cash and a wave of M&A activity is expected. The electoral silly season progresses nicely, and simply understanding what the candidates really stand for is a Herculean challenge. The work needed to bring Brazil up to “standard” to host the World Cup Soccer Match in 2014 and the Olympics in 2016 has yet to move into high gear and time is running out for the completion of some projects. Public safety is another issue. Homicides have jumped up and “quicknappings” – i.e. short-term abductions to withdraw funds from ATMs – have increased sharply. Attempts to rein in illegal drug traffic in Rio are meeting strong resistance from the criminal element and some public law enforcement sources have expressed concern for the possibility of all out war between the cops and the bad guys. 
Economy
FIFA’s Plan B
o Code Red Risk: How would it look?

How would it look if 5-time World Cup soccer champion Brazil could not host the 2014 match? The soccer Mecca of the world; the home country of Pelé unable to host the event? The mind boggles. The problem is that Brazil has barely started the necessary reforms, refurbishing, and public works required to get its stadiums up to snuff and to provide the requisite infrastructure in the 12 cities selected for the World Cup games. Some suggest that because this is an election year, the government is purposely dragging its feet so as to have to rush at the last minute and thus eliminate the lengthy public bidding that would normally be required. This would allow the government to hand out contracts to those cronies who provide support for the government’s chosen candidate. Others suggest that the announcement of a Plan B for a new venue in 2014 is just FIFA’s (the international soccer federation) way of keeping the pressure on Brazil. Whether either or both hypotheses is (are) correct remains a matter of speculation but the FACT is that Brazil is well behind the curve on the necessary and enormous range of projects that have to be completed to host the event. Brazil has proven to be pretty good at 11th hour responses but the question is will it be good enough and will it have the requisite funding to get it all done in time? Politicizing the projects to ensure an election would be a very stupid thing to do. But silly season is upon us.
Changes in consumer credit risk
o Code Red Risk: Is there a consumer credit bubble and will it burst?

A recent press report informed that payment of consumer debt has reached 18% of average disposable income. While total credit remains at a comfortable 45% of GDP (vs an estimated 134% in the USA), much of the credit is concentrated in the “new middle class” of Class C and D consumers. Particularly worrisome is the debt level of the Class D group (the second-to-last rung on the income ladder just above Class E – the lowest). It has been observed that Class D consumers now behave like Class C consumers. Attractive credit terms and growing employment levels have encouraged the Class D consumers to take on debt to finance their purchases. Formerly unable to easily obtain credit, this group is not as familiar with budgeting for payments as those with credit experience and is highly insensitive to the exorbitant interest rates associated with long-term financing. Payment delays beyond 3 months are 8.4% in this group vs. 6.7% among those who have taken down credit in the past. While there is ample room for additional consumer credit growth in Brazil, the distribution of consumer debt is cause for concern.
Life is tough in the “emerge” lane

o Code Yellow Risk: Foreign investment slowing due to European “crisis”.

When the going gets tough, the tough get going – as fast as they can for the exits! You would think that a crisis in Europe would make Brazil look even more attractive to investors. But it “don’t” work that way! When the shadow of risk appears, investors take to the road. It’s a bit like visiting a house reputed to be haunted – you might not believe in ghosts but you will pay attention anyway! Or, as the Spanish maxim goes: No créo em brujas, pero que hay, hay! It’s contagion pure and simple and it will affect exchange rates and financial investments for an undetermined period of time.
Something was left out

o Code Yellow Risk: The other side of the equation was not mentioned. 
US Secretary of State, Hillary Clinton announced, apparently out of the blue, that Brazil’s high tax burden is a positive element in the country’s growth and economic stability. That would even be true if the other side of the equation – i.e. public spending – was on a par with the level of taxation. It’s not! In the first place, tax collection in Brazil is expensive because of the plethora of different taxes and imposts. However, even more important is that the state is not an efficient user of the tax revenues. Education, health, infrastructure, and public safety – all of which are infrastructure items vital to sustainable economic growth and development go wanting. Just “feeding the administrative machine” absorbs a substantial share of the revenues. A large tax burden per se is neither good nor bad. The issue is the efficiency of the state when spending what it collects. If tax revenues are used to improve the quality of the labor force, improve highways and port facilities, and public services the tax burden is not an impediment to sustainable growth and can, as Ms. Clinton observed, be a positive factor. That’s not the case in Brazil.
Spending cuts on the horizon

o Code Red Risk: What will be the impact on growth in 2010 and 2011?

Planning Minister Paulo Bernardo recently announced that to avoid the necessity of increased interest rates the government plans to initiate public spending cuts. Somebody had better inform the legislature where spending bills are being churned out at full speed. Imposing spending cuts during electoral silly season might be a non-starter. Needed? Yes. Possible? Maybe. But not without a good deal of weeping and gnashing of teeth. And, of course, a lot will depend on where the cuts occur. The government has announced cuts on the order of R$10 billion. Public sector investment could also suffer. Isn’t this a bit inconsistent with plans to invest for the World Cup and the Olympics?  This is weird so watch it closely.
Companies gearing up for M&A
o Code Yellow Risk: Watch your competitors and your customers.

The Brazilian private sector is busy reducing debt and/or negotiating longer terms and lower interest rates at rollover time. Companies are building up cash balances for what analysts expect to be an increase in M&A activity. There has also been some “trickle down” benefit to smaller companies that previously found it difficult to get credit. With large companies reducing debt levels, financial institutions are increasing their lending to smaller, well-managed companies.

Politics
Dilma’s big problem: friendly fire

o Code Yellow Risk: Things don’t look good for the PT candidate.

Worker Party (initials PT) candidate Dilma Rousseff has more to fear from her own party than from her opposition candidates to the presidency. Fractured PT alliances in several states make it difficult to develop support. Just putting together a platform is not unlike building the Tower of Babel. Added to her internal problems is Dilma’s awkward campaign style. She does not appear comfortable in the new Miss Congeniality personality that has been carved out for her by her electoral PR and marketing team. 
Behind the looking glass

o Code Yellow Risk: Campaign promises galore!

If you have ever read Lewis G. Carroll’s adventure of Alice in Wonderland you know that Alice winds up in a world in which everything is reversed but proceeds with impeccable logic (Carroll’s hobby was constructing and playing logical games). The campaigns of both José Serra (PSDB) and Dilma Rousseff (PT) seem to be carried out in Alice’s world. Dilma preaches continuity while her party espouses change (BIG change!) and Serra preaches change (while the policies currently in place are essentially those of his own party). Each is looking for the “voter niche” of dissatisfaction. Each party must build coalitions with other parties to get the support necessary to win the election and eventually to govern. That means Dilma will be hard put to maintain continuity given the parties that will provide support to the PT and Serra will be hard put to bring about change that will meet with the approval of his own party. Lula, in one of his recent comments, suggested that continuity was a “given” because before socialism can be realized, a society must first pass through capitalism. That, of course, is pure Marxist doctrine (poorly interpreted) and is apparently (according to some analysts) designed to placate the Marxist factions of the PT that complain of Dilma’s promises to the electorate. (It’s not the first time I have heard the comment about the transition to socialism from PT stalwarts). Lula’s comment is symptomatic of the logic behind the looking glass where it works but fails in the “real world”. Both candidates are apparently seeking to appeal to the Class C voter of the “aspiring middle class”. This voter tends to be conservative and anxious to hold on to his/her new found prosperity and material welfare and does not relish either corruption or “boat rocking” unless there are gains to be realized. Since the group classified as Class C is just over 50% of the economy, their votes are important so if you want to see where the votes are headed you need to figure out which candidate will appeal most to that electorate. I don’t think the Class C voter is much interested in the “inevitable historical path to socialism” and I also don’t think that the radical PT is willing to wait for the “transition” so Dilma’s promise of continuity is a chimera. I don’t think Serra’s opposition to an independent Central Bank makes a bit of difference to the Class C voter either (but it does matter to the business sector that opposes the current interest rate policy and indirectly to the Class C consumer who wants to continue buying on easy credit terms). So, if you want to understand and forecast what is likely to happen, you will have to use “reverse logic”. Good luck!
Security
Homicides up 23% in São Paulo
o Code Red Risk: This is serious stuff!

After a lengthy period of decline, the reported homicide rate in the City of São Paulo has moved sharply upward by 23% when QI-10 is compared with QI-09. The increase implies an average of 4 homicides per day. By way of comparison, the increase for the entire state was 7%. Law enforcement authorities offered no explanation for the increase and as is usual in such situations, suggested further analysis. However, one apparent cause is the increased use of “crack”. In addition, it has been noted that it is increasingly easy to acquire an illegal firearm from the organized crime gangs in São Paulo’s squatter settlements (i.e. favelas). Many of the homicides have occurred as a result of street muggings in up-market neighborhoods, near shopping centers, and close to office complexes. The increase is alarming and you should consider security awareness training for your employees to help avoid incidents.
“Quicknappings”and kidnappings on the rise
o Code Red Risk: Likewise serious.

In spite of a reduction of crimes against property, two crimes have shown marked increases. Bank robberies are up 16% (QI-10 vs. QI-09) as are kidnaps which are up 25% for the same period. Note that the government does not report “quicknapping” separately – i.e. holding an individual hostage for less than 1 day to withdraw funds from ATMs. It’s not clear whether this type of crime is subsumed into the “muggings” category or the kidnapping stats. In fact, some quicknappings “evolve” into longer-term kidnaps for ransom when the assailants perceive an opportunity to extract more money from the operation. Again, there are a number of preventive measures individuals can learn to reduce their vulnerability to such incidents. We recommend security awareness training as one of those.
Resistance of drug gangs in Rio is increasing

o Code Red Risk: Some law enforcement sources expect “war”.

Rio’s efforts to rein in the drug gangs are meeting with increasing resistance, in response to increased efforts by law enforcement to bring them to heel. The “war” will continue to intensify. Watch this issue carefully.
Management Risks
Risks to business are mixed right now. Government lethargy in the area of infrastructure development is problematic in view of the rapid expansion of the domestic economy. The legislature is spending freely and often on the wrong “stuff”. Consumption continues to grow and capacity constraints could become significant. On the positive side, companies are building cash and M&A activity is expected to increase, perhaps sharply. Government spending cutbacks could exacerbate capacity constraints, most especially in the logistics area.
Recommendations

Make sure your margins are adequate. Infrastructure constraints could make distribution an issue and some smaller customers could disappear in the wake of M&A activity. Stay ahead of inflationary pressures and watch credit terms to customers and from suppliers. Opportunities abound but evaluate them with a sharp pencil.

REGION
Executive Summary
The US State Department recently used a term that pretty much describes the regional business environment: “loopy”. The dictionary defines the word as “crazy” but I suspect it means a “special kind of crazy” that defies specific diagnosis. The Bolivarians persist in their goofy policies, Argentina continues to defy reality, and Brazil’s foreign policy, especially with regard to Iran seems to defy any attempts to understand it. There is, of course, a method to the apparent madness, but trying to find and understand it in the context of doing business is a challenge of huge proportions. It’s as if some countries were caught in a weird time warp and others insist on actually trying to shoot themselves in the foot. I guess “loopy” conveys the current mood.
Economy

Argentina: We’re back!
o Code Red Risk: Trade barriers against Brazil are back.
It looks like Néstor and Cristina would rather starve than import foodstuffs from their Mercosul “trading partner” Brazil. They have prohibited the importation of foodstuffs for which “national similars” are available. They are going to send out teams of inspectors to check supermarket shelves to make sure there are no imported products to compete with nationally produced foodstuffs. An internet survey in the pampas indicated that the measure is opposed by 74% of those participating in the survey – that’s about par for the course for the Kirchners.

Argentina: Can you lend me some more?

o Code Red Risk: Can they pull it off?

Argentine Minister of Economy, Amado Boudou, has gone to New York to try to renegotiate US$20 billion of outstanding loans and restore investor faith in Argentina. The loans are remnants from the debt default of 2001 to the tune of US$100 billion. It will be interesting to see what he can propose in exchange for a deal. Argentina wants to return to the international capital market. With such a stellar credit record how could anyone turn down such an attractive borrower?!

Argentina: Cristina comments on the bailout of Greece

o Code Yellow Risk: Does she really believe what she says? 

Speaking at an event in New York where she was trying to renegotiate Argentina’s debt, President Cristina Kirchner opined that the bailout of Greece was doomed to failure because it was based on the same kinds of austerity measures that pushed her country in 2001 into the world’s largest debt default (US$100 billion). Yeah, it was the austerity!! Cristina said that since 2003 Argentina has been applying a totally different policy formula that has produced “a very strong and sustained reduction in the nation’s debt.” If that’s the case,  why then does she have to renegotiate anything? That the policies since 2003 have been totally different is beyond question. There is some doubt however, that they have been as successful as Cristina would like the world to believe.
Politics
A Bolivarian man of the people
o Code Red Risk: Evo facing increased opposition?

Isn’t it interesting how so-called socialist governments wind up screwing the very people they claim to help? Evo Morales is now facing the possibility of a strike from the Bolivian Workers’ Central for a larger wage adjustment than Evo has proposed. Evo suggests 5%. The workers want more. C’mon Evo, where’s that Bolivarian spirit of solidarity with the working class?
Management Risks
Unlike Asia which tends to project a rather homogeneous regional risk profile, Latin America’s crazy quilt of policies, ideologies, and political “models” makes it virtually impossible to construct a single view of the region. Only Brazil seems to offer the possibility of economies of scale for efficient operations. The policy differences throughout the region make it difficult to construct a view of business opportunities and a country-by-country approach is difficult because of the relative size of some of the regional economies. Furthermore, the ubiquitous “Brazil Cost” complicates using Brazil as a platform for manufacturing and selling to other Latin American markets.
Recommendations
Continue to look for the niche opportunities in the region. Hedge your short-term assets against exchange rate fluctuations and be prepared for short-term volatility and frequent policy reversals. 

WORLD

Executive Summary
Europe is the flavor of the month. The decision to bail out Greece and create an economic stabilization fund of US$995 billion is good news. However, it also means that the EU will be in for a rather prolonged austerity program. The only economy whose deficit and debt ratios are even close to the recommended levels is Germany. All the others face deficit or debt levels (or both) as a share of GDP that are dangerously high. However, the fact that the EU has agreed to act in defense of its weaker members is good news. The US economy appears to be recovering reasonably well but every issue seems to require endless debate to bridge the ideological divide. Asia offers a relatively homogenous pattern of high savings ratios and growing domestic markets that are spurring growth. 

Economy
USA: Third consecutive month of positive growth
o Code Yellow Risk: Watch closely for signals of job recovery.

US GDP advanced at an annualized rate of 3.2% in QI-10. Growth was pulled forward by a 3.6% rise in consumption after three previous months growing at an average 1.6%. Durable goods purchases showed their highest growth rate in 3 years. April’s job report showed a marked improvement in hirings – 290k while unemployment rose to 9.9%. This apparent contradiction is at least in part a statistical “fluke”. Employment statistics are based on the number of unemployed people looking for jobs and with the economy beginning to improve there has been a reported increase in the number of job seekers. Especially encouraging was the fact that the manufacturing sector added 44k jobs, the largest increase in over a decade. However growth of the workforce still tends to outpace the rate of job creation so a considerable employment gap still remains and the unemployment rate could continue to rise in the short term.
Greece: The pressure might be off re debt and deficit financing
o Code Red Risk: The total amount continues to rise and “contagion” is an issue.

The total cost of the bailout of Greece was initially estimated at €80 billion, later at €120 billion and most recently presented as €130 billion. However, it has now been agreed that the country will get the assistance it needs for a bailout. The Greek government has announced that it does not intend to restructure its debt. It may be early to make that kind of statement. There are three other countries that might enter the bailout line – Portugal, Spain, and Ireland. The principal risk now is whether Greece will apply the full measure of austerity policies required to straighten out the mess. There is widespread resistance (some quite violent) to the announced measures. Debt restructuring might yet be necessary. Regime change is possible. Watch this closely.
EU: First steps
o Code Red Risk: Will the EU hold together?

The EU has agreed to a €750 billion (US$995 billion) bailout reserve for its endangered economies. I never cease to be amazed at the parochialism and naiveté of some investment bankers, analysts, and fund managers, especially in the USA. The reaction to the creation of the bailout package was that it doesn’t address long-term risks. Tell me something, did the US TARP program address long-term risks? C’mon, give me a break! That the EU would put together a rescue package at all is a major achievement! The EU was not originally set up to deal with such a contingency. There is a much higher degree of sensitivity to the question of national sovereignty and national identity in the EU than in say, the USA where individual states also enjoy a certain degree of sovereignty but identify as “American”. Greece and other member nations in the EU identify first by nationality, and second as “Europeans”. As for addressing long-term issues, of course the package does not address them! It’s a bailout for heaven’s sake! Is the Euro likely to fall further? Of course! How long did the US dollar continue falling after the TARP bailout? The EU package is only the first step toward strengthening the union and should be viewed as such. The EU will probably have to go back and re-design some parts of the original treaty, devise mechanisms for bringing about and imposing longer term stabilization policies, and determine how it will deal with future problems of its member nations. After all, the numbers don’t look very good for the entire region. But to fail to understand this particular moment as a watershed suggests that many analysts have their heads inserted in a body cavity. The EU has agreed to rescue its members to preserve the union! Full stop. That’s good news! I suggest that the union will, in fact, hold together and even strengthen qua union as a result of this whole affair.
USA: Congress votes down the break-up of mega-banks
o Code Yellow Risk: Alternatives will have to be devised to avoid systemic risk.

The proposal to break up the largest US banks was voted down by the US Congress. That may not be a bad thing. After all, absolute size is not the fundamental issue. At issue is the question of “too big to fail” (TBTF) – i.e. systemic risk. Brazil has some very large banks that would seem to be in the TBTF category but Central Bank intervention policies and regulations seem to be able to keep systemic risk at bay. They did not go into a tailspin when the crisis hit. As in some other areas of life, size is not the issue. In banking, it is sufficient to have adequate transparency and prudent limits. When a US pension fund is able to buy non-investment grade derivatives because they are cleverly disguised as investment-grade it doesn’t matter how BIG the bank doing the deal might be. It’s the disguise and camouflage of the risk that is the problem. Brazil has experienced numerous bank failures in the past. They were usually accompanied by Central Bank intervention followed by a brief conference with the directors of the offending bank to inform them that they are no longer in the business, that their personal assets have been frozen pending investigation, and that the bank will be sold. One Brazilian bank was sold to another (foreign) bank for roughly US$1. The new owner reorganized the bank and it now operates successfully “under new management”. Systemic risk was checked. I’m willing to bet that a large bank like Deutsche Bank would be quite interested to buy Goldman Sachs for a buck! Hang that over the heads of the Wall Street bankers and watch them become very prudent in short order! From Wall Street to Wall Strasse or Rue de Wall? Why not? It might be an improvement!
Politics
USA: Say again, you want passion?
( A quintessential Code Zen moment: Really weird!

I never cease to be amazed at legislators! The hearings on the appointment of Elena Kagan to the US Supreme Court harbor some of the most inane questions I have ever heard. Legislators are expressing concern for Ms. Kagan’s background not as a “legal technician” or scholar but rather for her lack of “passion” in defense of issues. I would have thought that a lack of passion and the tendency to analyze legal issues sans passion would be a positive quality in a Supreme Court Justice. The idea that a judge whose job it is to interpret the US Constitution should decide on the basis of passion is kind of weird, but then again so are legislators! I could not presume to say if Ms. Kagan should or should not be a Justice of the Court based on her professional qualifications but I would not feel comfortable knowing that she is a “passionate ideologue” in that role!

USA: Still hard as lard and twice as greasy

o Code Yellow Risk: Financial reform could be compromised.

If you have worked for the US government, especially in the area of financial regulation or for the US Congress where you know who to approach, you might have a second career opportunity as a lobbyist. At least 243 former executive and legislative branch employees have taken that path to fame and fortune – especially fortune! Having worked in electoral politics, I have nothing against lobbyists (although I don’t particularly like them very much). Everybody has a right to present their own case. Moreover, as business people we know that you can’t sell what people ain’t buyin’. I mean why pay big bucks to a lobbyist if he/she can’t deliver the votes for your cause, right?  Like cockroaches, hyenas, vultures, and the bathynomus giganteus
, lobbyists, too, have a purpose in this universe. Getting rid of them would create an imbalance. Like the man said: “What’s a preacher gonna do when the Devil is saved?” 
Security
Another near miss
o Code Red Risk: Once again, a civilian to the rescue.

The ever-vigilant Homeland Security people strike again! The guy accused of planting a bomb in Times Square got picked up as he was departing for Dubai. He was a sole passenger (a US citizen of Pakistani origin) flying on a one-way ticket paid for in cash and who had traveled often to Pakistan. The December bomber who packed his underwear with chemical explosives was a sole passenger, flying on a one-way ticket which he had paid for in cash and whose own father had alerted the authorities that he was probably a terrorist. Is there a pattern there or what? The December bomber was thwarted by a passenger. The Times Square bomb was reported and a tragedy avoided by a T-shirt vendor. Were they both undercover agents? I guess we can take some consolation from knowing that both accused terrorists were read their “Miranda rights”! I really think protecting the “Constitutional rights” of confessed terrorists working through and with foreign entities such as the Taliban and/or Al Qaeda is a bit over the top! Jeez!
Management Risks
If you read as many blogs, analyses, reports and newspapers as I have to try to stay informed, you have every reason to be confused. You can find reports with forecasts ranging from “everything is OK” to “the sky is falling”. Neither extreme makes any sense to me. I suggest that cautious optimism is called for. The EU has taken a major step forward to strengthening the union but much remains to be done and slow growth is likely during the period of austerity. The USA’s recovery is still tenuous and ideological divisions still characterize the debates over reform legislation. The balance is fragile and a lot could still go wrong. But things are moving forward – slowly but forward.
Recommendations
The broad array of slowly declining risks argues for a return to basics and management fundamentals. As Louis Pasteur observed, fortune favors the prepared mind. Avoid the exotic. If you want to be daring, dare to embrace the fundamentals. Deposit your faith in your products, customers,suppliers,and your work force. Quit worrying about short-term fluctuations in your stock price and remember that ultimately it is the economic value of your company that guarantees the value of your stock. Stop paying bonuses to the executives who improve profit by cutting wages and pay them (handsomely) to those executives who build revenues from operations. 
Until next issue,

Jim
� A creature that lives in the mud on the pitch dark bottom of the Gulf of Mexico and feeds on dead and rotten flesh.
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