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Death Watch at the world’s largest companies

We suspect that what we have seen so far in the real economy here in Britain, has been the phony war and the shooting will shortly begin. As Brown and Co press the panic button and start copying that economic colossus Bob Mugabe and set the printing presses rolling, we all subconsciously, at least, realize that this is one last DESPERATE THROW OF THE DICE. There is no way back from here as the Labour Government has effectively bet the ranch (i.e. Great Britain) on “double or quits”….. God help us!

The deluge of bad news is now just around the corner with the pace of job losses set to increase dramatically over the summer with the High Street finally capitulating as spending dries up. Many businesses have hung on hoping that things will improve (even Vauxhall, Bentley and the like) but by spring when no real uptick arrives, they will be forced into a savage round of job cuts. This will further stimulate another turn of the negative feedback death spiral the economy is stuck in and send houses and more businesses crashing.

· UK unemployment is set to rise by at least 1 million this year;
· UK house prices will fall a further 20%;
· Social and political unrest (rioting) will spread across Europe from the eastern bloc in a re-run of 1848;
· Revolution and the overthrow of established Governments will be widespread across the globe;
· The Lord of Misrule will be visible at every turn.

Obviously, as our great and glorious leader “Iron Chancellor no more boom and bust Gordon is a moron Brown” keeps telling us “no one could have foreseen the current events” BUT as regular readers know…… WE BEG TO DIFFER. 
We saw this all coming with a dreadful clarity and we were not alone. The late Dr Richebacher who we featured regularly in our publications, highlighted the dangerous and foolish path being followed by Central Banks and weak willed politicians throughout the Western world. 
These bankers and politicians were so scared of losing their cushy jobs they created the conditions via excessive spending, poor regulation/legislation (repeal of Glass Steagall in 1997 that allowed investment banks and retail banks to merge) and artificially low inflation rates (and thus low interest rates) for an unsustainable boom that once spent would create the terrible negative feedback we are now trapped within.

Future historians will look back at the last decade as an era like the roaring twenties or even the 1715-20 period of the South sea bubble when the whole population lost touch with reality via an insane “get rich quick scam” without hard work via the property market.

UNBELIEVABLE is it not!

Now we have the terrible hangover and the decrepit and morally bankrupt politicians are offering more cheap money and debasement of the currency (like the “penny clipper” of the medieval period).

We could continue but the sun is shining and dwelling on the popular delusion and collective madness of men is not good for ones sanity.

As regular readers are aware, we have highlighted over the past few years the dangerous and parlous state of a number of different companies (many already no longer with us) so we thought it would be interesting to review a handful of these companies that we first warned people about in 2003 and 2004…..
So what to most people has been a raging tempest may actually be the calm before the real storm. 

· GENERAL MOTORS IS ON ITS’ DEATH BED: 

Two years ago, we warned you that GM was headed for bankruptcy. This morning, GM’s own auditors revealed an unnamed “material weakness” in the company’s accounting and warned that there is serious doubt the automaker will survive. 

This is the same company that had the biggest ever global bond issue a couple of years ago that raised many billions BUT not one penny was to be invested in manufacturing. All the money was to plug holes in the healthcare and pension schemes. Ever since this company has been a “dead man walking” and highlights the plight of thousands of western businesses which are enslaved by their non salary obligations. The pension bomb will wipe out vast swathes of industry. 
· BANK OF AMERICA, CITIGROUP AND AIG ARE ON LIFE SUPPORT: 

As soon as dire realities force the Washington to pull the plug, these giant institutions will be in bankruptcy. 

· GENERAL ELECTRIC IN THE ER: 

S&P has already issued a negative outlook on GE’s debt and this week, Moody’s is considering slashing the company’s credit rating — a strong signal that the company may soon be fighting for its life. 

· JPMORGAN CHASE NEXT?

This morning, Moody’s slashed its outlook to negative. Ditto for Wells Fargo. 

To us, our old friend JPMorgan Chase is the most worrisome of all. In 2004 we wrote that is excessive derivative liabilities will eventually kill this bank and that day is slowly drawing nearer.

Remember, it holds $91.3 trillion in derivatives — a notional value that’s 40.6 times its total assets. To put that figure into context, the UK annual GDP is approx $1.7trillion. This number is beyond being plugged with bale-out money. 
Too big to fail? In the case of JP Morgan, failure would bring down the whole system. Moreover, these include $9.2 trillion credit default swaps, hands-down the riskiest form of derivatives.

Worse, the U.S. Comptroller of the Currency warns that JPMorgan Chase Bank is also exposed to extremely large credit risk with its derivatives trading partners: For each dollar of capital, the bank has credit exposure of $4.00 — nearly twice the average exposure of Bank of America and Citibank.

BOTTOM LINE:  America’s four largest banks — JPMorgan Chase, Citibank, Bank of America and Wells Fargo — are ALL major threats to the global future and to your money!

The broad picture is equally bleak … 
Bloomberg just reported that, the AVERAGE S&P company suffered a massive 58% plunge in earnings in the last three months of last year. When we are aware of the FTSE equivalent, we will let you all know!

Moody’s Investors Service now predicts that corporate bond defaults will more than triple this year — and exceed the levels seen during the great depression!
JPMorgan itself is warning that AT&T Inc., DuPont, Textron and 20 other huge non-financial companies will likely cut or eliminate their dividends in an effort to survive.

The Fed, meanwhile, is only now truly admitting something’s wrong. After first predicting that the crisis “would end in 2008” ... then postponing their recovery forecast until the first half of 2009 ... and then delaying it again until the second half of 2009 ... 

Ten of the Fed’s 12 district banks have just warned that they now see no hope of a bottom or recovery until the end of the year or in 2010.
The economy on both sides of the Atlantic looks truly bleak and the world has changed for good. The sooner politicians accept that point and plan for a low growth high unemployment economy the better, because as long as they keep printing money we will end up with a no growth no employment wasteland.

We know the choice is between the devil and the deep blue sea, but it still needs to be made for the greater long term good of Britain and the free world.
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