No Time for Celebrating
Celebrate when Normalcy Returns

The stock market just finished a wonderful week; the S&P was up 3.4%.  This is exhilarating.  But let's not get too excited; we are only back to the September 2008 levels and also the 1998 levels.   It is difficult to improve your overall wealth when the market is flat for twelve years.  

The time to have a small celebration will be when:
 -- The economy is self-sustaining;
 -- The Fed can go to Jackson Hole, Wyoming to enjoy the scenery and not worry about buying six-hundred billion dollars of bonds; 
 -- The private sector is creating so many new jobs that the unemployment rate is declining significantly;
 -- Government spending is down and Tax revenues are up so that the Debt/GDP is headed towards normal levels;
 -- Federal Spending as a percent of GDP is headed back to 20% which is the point that produces both maximum GDP growth and the lowest unemployment.
 -- The politicians in Washington recognize that they are the economic referees and NOT the offensive and/or defensive coordinators.  
In short, the time to celebrate is when Economic Normalcy returns.


We see progress on all of the above fronts.  The election on Tuesday seems to be a clear mandate for a smaller more limited government.  If this policy change is combined with the current growth of Productivity, all of the above ratios will head towards their optimal targets.  Above all, please remember two things:
  (1)  Due to the combination of ever more powerful computers and an ever more powerful Internet, the outlook for Productivity has never been brighter.
  (2)  With regard to economic and stock market drivers, Productivity is the Ace, King, Queen, Jack and Ten of Trump.

As we make progress on today's economic problems, the market multiple will improve.  The S&P Earnings are already reasonably strong.   Under improving economic conditions, they could easily reach $110 in 2012.  Even with just an average stock market multiple of 16.6, the multiplication of earnings time an average multiple would produce an S&P which would be 50% higher than today.  This will be the time for at least a small pause for celebration.  But if we are right that we have just begun the long Up-leg of a Mega-cycle, the market will be at record highs and the party will just be beginning.
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