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WE EXPECT NEW LOWS FOR STOCKMARKETS IN THE NEXT FEW WEEKS
The US car industry is in deep trouble – pretty much as British Leyland was in the 70’s. The unfortunate choice is let it go bust and risk a tidal wave of job losses or save an inefficient car producer which will continue to be a long term burden on US tax payers resources for many years.  Ultimately the US may be forced to save General Motors, Ford and Chrysler as the implications of not doing so are unimaginable to any politician.

The article below by Ian Lawson is both prescient and illuminating as regards to the issues facing us and by default, UK policy makers.
END
……“ Last night, the CEOs of GM, Ford and Chrysler told the Senate Banking Committee that they are mere weeks away from triggering what may well be the greatest economic cataclysm of our lifetimes.

According to GM chief Rick Wagoner, US automakers now stand on the edge of a “financial chasm.” His company is bleeding oceans of red ink: Posting a $4.2 billion loss in July, August and September.

Worse: America’s largest automaker is now burning through its cash reserves at the staggering rate of $2.3 billon per week. At that rate, analysts say the company will not survive beyond December 31 — just six weeks from today. 

This is about much more than just Detroit," Wagoner said in his testimony. "It's about saving the US economy from a CATASTROPHIC COLLAPSE." 

But there is no assurance Washington will throw good money after bad — cough up another $25 billion on top of the $25 billion it authorized just weeks ago — in time:

· Senator Richard Shelby has called the automakers "failed" and said they should file for bankruptcy.

· Senator Jim Bunning said the $25 billion proposal "is not a serious one."

· Senator Lindsey Graham, who also opposes the bail-out said, Detroit “doesn't have a snowball's chance in hell of surviving."

Even Banking Committee chairman Christopher Dodd agrees that help is unlikely to come anytime soon.

Although President-Elect Obama has promised to push a bail-out through Congress after he’s inaugurated on January 20, it would likely be too late to save GM. 

And in the end, the Big Three may be destined for collapse no matter what Washington does — especially as the global economy continues to crater in 2009.

This is a human tragedy of Biblical proportions: GM, Ford and Chrysler employ close to 250,000 workers in the US and impact nearly three million additional jobs at car dealerships, parts suppliers and other firms. If they fail, the US unemployment rate could explode well into double digits far more quickly than anyone imagined possible. 

My forecast: Detroit’s demise will crush the entire automotive sector ... send the US unemployment rate soaring ... and drive the entire US stock market and economy into a new tailspin of historic proportions.

Scores of consumer stocks skating on thin ice! 
Here’s the latest:

[image: image2]EARNINGS VANISHING: Nordstrom, Saks Fifth Avenue, Tiffany, Lowes, Target and many other retailers have all issued some of the most disturbing earnings warnings in history.

[image: image3]SALES CRATERING: Kohl’s sales slumped 11% in October. Macy’s sales fell 7.9%. At Nordstrom, sales plunged more than 15%. At Saks Fifth Avenue and Gap, sales plummeted 16% and 17%, respectively. Neiman Marcus sales cratered a staggering 28%.

[image: image4]FIRE SALES EVERYWHERE: Cash-strapped retailers are slashing prices to the bone just to survive. American Eagle, Ann Taylor, Chico’s, Soma, Gap, Victoria’s Secret, Bath & Body Works, Talbots, J. Jill and many others are offering such deep discounts, they’re already sabotaging their own holiday sales even before the season begins.

[image: image5]HUNDREDS OF STORES CLOSING: Mervyn’s is liquidating its entire inventory at 149 stores it’s closing. The now-bankrupt Circuit City is closing 155 stores. Linens ‘n Things, Steve & Barry’s and many other chains are also closing hundreds of stores nation-wide.

And now, just when retailers thought the news couldn’t get any worse ...

Moody’s Warns:  Massive Epidemic of Company Bankruptcies Ahead!
Yesterday, Moody’s rocked Wall Street and Main Street alike, warning that — because consumer spending has now stalled — 14% of ALL major U.S. companies are on the verge of BANKRUPTCY.

That’s an all-time high — the greatest number of endangered firms since Moody’s began keeping records!
As you well know, ratings agencies are infamous for their overly optimistic reports. So when Moody’s says you should brace yourself for an epidemic of corporate bankruptcies, you’d better hang onto your hat!

Better yet, you could USE this situation to go for huge gains in the weeks ahead — to double your money over and over again — but ONLY if you make the right moves beginning immediately.

You see, most big retail chains have a little secret: 
Most expect to make their greatest profits — by far — during the holiday season. Some actually lose millions of dollars all year long, counting on holiday spending to push them into the black at the end of the year. But this year, with panicky consumers pinching their pennies and on a buyer’s strike, that’s NOT going to happen. 

Mark my words: As massive layoffs continue to accelerate from coast to coast, causing millions of wage earners to worry that they could be next ... 

As unemployment fears cause millions of shell-shocked consumers to cancel all but the most essential purchases and to avoid malls like the plague this holiday season ...

The nation’s major retail chains are going to get smashed. Plus, companies that manufacture, transport and sell high-ticket items like automobiles and trucks ... flat panel TVs, computers and other electronics ... stoves, refrigerators and other home improvement products ... will suffer greater losses than ever — and many will go belly up ...
The stocks of those companies will crater as earnings turn into massive losses, driving the Dow, S&P and Nasdaq into the most severe tailspin we’ve seen so far ...”
Article reproduced by kind permission of “MoneyAndMarkets.com”

For more on Martin Weiss, visit his website at www.martinweiss.com
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