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Economic trends that could impact 2013 — and beyond

I started to write my annual
economic forecast for 2013, but
two things caused
me to step back
and instead focus

on long-term
trends.

First, If ound
myself writing
about many of the

. - same issues Idid
Rlpk B'."meyer a year ago, except

is president of ?

Brimeyer LLC, with agr eater

an independent degree ofunc er-

management  tainty. What will

consulting firm ~ happen within the

Euro zone during
2013 isan yone’s
guess, andthe
result of the “fis-
cal cliff” nego-
tiations willha ve
unknown effects.
Second, trying to predict the
future is folly. Investors are con-
stantly advised to thinklong-

in Ames. Further
information is
available at www.
brimeyerllc.com
or by calling (515)
450-8855.

term. That’s sound advice for
business managers, too.

So here are some major eco-
nomic trends thatha ve been
influencing the ec onomy and
that Ibelie ve willc ontinue to
influence itinthef oreseeable
future.

Overall global growth stabilized
during the latter part of 2012 and
is slowly pickingup . Looking
forward, exports should provide
a somewhat stronger tailwind
with emerging nations pla ying
an ever-larger role.

The bigunkno wn isstill
Europe. Greece (andIsuspect a
handful of other s outhern Euro-
pean countries) simply cannot
compete. Just as high schools are
separated by enrollment size in
athletics to level the playing field,
Greece ultimately needsto leave
the EU andr equires aunique
currency thatitc an control in
order to compete. The $6 4,000

question is when that will occur
and what impact it will ha ve on
other euro member nations that
struggle to compete.

An even bigger issue moving
forward is how our own balloon-
ing federal debt will be man-
aged. Therecent focus hasbeen
on avoiding the “fiscal cliff)’ the
expiration oftheBusht ax cuts
and implementation of automat -
ic spending cuts the could cause
another recession.

The cliff pales, however, with
the consequences of not r eining
in thef ederal deficit. Sacrifice
will be required, both in terms of
revenue generation and spending
cuts. That’s a tall order for a dys-
functional Congress.

Consumers also are chang-
ing, especially thet argeted
demographic of young adults.
Generation Y pla ys by its own
set of v alues, and the y are not
consumption-driven.

Take the housing industr y, for
example. While housing began
pulling itself off thefl oor dur-
ing the latter half of 2012, don’t
expect arapid return to “normal”
housing starts. Family house-
hold formation basically has
stalled since therecession. Who
can blame y oung adults for not
rushing to form families asc ol-
leges consistently turn out mor e
degrees thanj ob openings can
support, and the a verage gradu-
ate leaves with $27,000 in debt?

Butit goesbeyondthat. Accord-
ing to a S eptember 2012 article
in The Atlantic, thisis a demo-
graphic that v alues access over
ownership. Downloading music
and movies instead of pur chas-
ing manufactured CDs and DVDs
isjust the tip of the iceberg.

Many Millennials in large cities,
armed with smart phonet ech-
nology that mak es new things
possible daily, are joining car-

sharing clubs indr oves. When
they do pur chase, they tend to
buy small, practical vehicles. In
short, with the exception of their
smart phones and associated
apps, thisis not a group interest -
ed inkeeping up with the ] one-
ses. When one considers that the
housing and auto industries his-
torically make up 15 to 20 percent
of GDP, that’s a big deal.

Is it any wonder companies
continue to play it safe? Tem-
porary hires, low-risk capital
investments and historically low
inventory-to-sales ratios will
remain commonplace. Without
resolution to debt issues at home
and in Eur ope, managers won’t
bet the farm.

Overall, the ec onomic pie will
continue to grow over thene xt
decade, butatr oughly two-
thirds the rate experienced dur-
ing our cr edit addiction of the
past 25 to 30 years.
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