
My wife took a girls’ trip to Florida this past weekend, and I asked her to pick up a couple of lottery 
tickets. Alabama doesn’t have a lottery, and both Powerball and Mega Millions were at least $100 
million for the next drawing. Why not, huh?  

Sure, I know the odds of winning the lottery are about as great as playing quarters with Pope Francis 
in Saudi Arabia. However, I also know what the odds are if I don’t buy a ticket: absolute zero. In 
any event, the plans I concoct for what to do with the winnings is worth the $1 and $2 per ticket.  

First, I would divide winning ticket into sevenths. My parents, my in-laws, my two brothers-in law’s 
families, my sister’s family, my wife, and I would each get a seventh. The government would take 
its cut, and the first check would go to my church, a pretty big one. Our other favorite charities 
would follow, and then we would pay off the house. After that, we would fund up the kids college 
accounts, as well as ones for a wedding reception and a rehearsal dinner. After that, we would have 
just enough left over to go out to a nice restaurant for dinner. Well, maybe a nickel or two more.  

No matter how many times I tell my teenaged son what my plans for any lottery winnings would be, 
he always asks the same question, in some form or fashion: “what would you buy, Dad?” Some-
times, he wants to know if I would get a mountain house. Other times it is a beach house. One time 
he asked me if I would buy a Bugatti.  

This week, he asked me if I would buy both sides of a duplex in the Land’s End section of South 
Beach in the Sea Pines Plantation in Hilton Head. Of course, I had to remind him of the odds, and 
then I told him: “Son, I don’t really want for anything. I don’t know what I would do with anything 
left over. Save it I guess.”  

I don’t believe I had a single number on any ticket for either drawing, but it was fun while it lasted, 
sort of.  

This morning, at 6:00, I made a cup of coffee, and turned into the Bloomberg channel on the TV. 
One of the commentators, Stephanie Ruhle, wondered what is wrong with the US consumer. After 
all, the dollar has been as strong as new rope, and retail sales have only been, well, okay, at least in 
1Q 2015 and April. Perhaps okay is stretching it a little. How about a notch or two above curious, 
but not much more than that?  

In essence, roughly 70% of the US economy is growing around 2%, annualized, when rates are low 
and the dollar is strong. In truth, you would expect more vibrant consumer expenditures in such an 
environment. This doesn’t happen very often….a surging currency with negative real interest rates 
on the short-end of the yield curve. I almost ended that last sentence with a question mark.  

Human beings have some basic needs. We need to be housed, clothed, fed, and loved. It is hard to 
buy the last one, although some folks in Nevada might argue otherwise. In our wealthy society, for 
all intents and purposes, we have met the primary material needs of the vast majority of the popula-
tion. To that end, and in this measure, today’s developed economies are the most successful in histo-
ry. We don’t worry about literally starving to death, the elements, or being eaten by animals like our 
ancestors did only a few centuries ago, if that….again, as a society.  

I fear the boredom that comes with not 
learning and not taking chances. 

 
Robert Fulghum 
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As such, the average American consumer gets to spend a huge chunk of their money on things that would have luxu-
ries not so long ago. These are things like healthcare, utilities, transportation, and higher education. To be sure, these 
can and will take a huge bite out of any monthly budget, and they do. There is no doubt about it. However, the word 
famine is as foreign to our lips as the places where such things actually occur.  

Last night, I watched parts of two television programs before turning the stupid thing off. The first was the tail end of a 
show ranking the “top ten combat guns” of all time. I came in at #2, which was the M16. The AK-47 got the top spot. 
What got me was the basic design, the firing mechanism if you will, hasn’t changed in either, really, since inception. 
Both have had modifications, but any improvements have added to and not replaced the original technology. As such, 
the standard combat arm for American soldiers is basically the same as it was during the Vietnam War. For the Rus-
sians and everyone they have supplied, the base technology goes back to, get this, 1947. In fact, that is what the 47 in 
AK-47 means: Automatic Kalashnikov 1947.  

At least that is what the show said.  

After that program ended, I watched something about the history of canned goods. Ladies, just call me Mr. Excitement. 
Did you know the first can of Campbell’s tomato soup came out in 1895? Apparently, it cost 10¢. This was after a John 
Dorrance came up with a way to condense soup by using roughly half the water at the factory. Previous attempts at 
condensing soup entailed extracting all the water after the cooking process, which resulted in a flavorless mess out of 
the can.   

Apparently, not much has changed in the last 120 years, at least as far as the base technology of the underlying prod-
ucts. The price? Even that hasn’t changed too terribly much, as the CVS was advertising 79¢ cans of the stuff when I 
passed it this week. If a can of Campbell’s tomato soup had just kept up with inflation, it would, or should, be around 
$2.50 today…..but it isn’t.  

Finally, care to know how old my favorite knit shirt is? I bought it at an actual factory outlet, not one of these Tanger 
ones on the side of the interstate, and the tag says Made in the U.S.A. In fact, I think I am wearing it in some honey-
moon pictures, and that was back around the time Al Gore was hard at work inventing the Internet. Ha. The best part? 
It is still in pretty good shape, and I can wear it out without looking like a complete slob.  

I tell you this because much of the options for consumers are so many variations on a theme. Whether we have inten-
tionally grasped this is almost irrelevant, because consumer behavior is changing whether we like or realize it or not. 
We can point to stagnant household income or aging demographics or a whole host of other reasons why the US con-
sumer isn’t spending like it has or even should. All arguments are valid, and are certainly impacting the numbers in 
some way.  

Let me give you a passage out of a book a client/friend gave me: The Retail Revival, by Doug Stevens. In the chapter 
“Rest in Peace, Joe Average” he gives us the following pearl of wisdom:  

...that could be the crux of the whole Millennial matter. They are more susceptible to change because they 
are exposed to more messages than any generation in history. They have more access to what’s new. They 
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have the tools and technology to make decisions without the help of brands and retailers. And much to the 
marketer’s chagrin, they’re infinitely smarter consumers than their parents were.  

So, while few can claim to have Millennials completely figured out, it’s safe to say that there are brands 
with common characteristics that have appealed to this generation. Apart from the table stakes of having a 
great product, brands that are winning with Millennials are:  

 Authentic like Lululemon, living what their  brand espouses and being real; 

 Purpose driven like TOMS Shoes, suppor ting a human purpose beyond pure profit; 

 Sensory like Red Bull, injecting the brand with great media, live events and high-octane experi-
ences; 

 Quick to change like Apple, constantly dr iving obsolescence with its latest products; and 

 Socially savvy like Zappos.com, nur tur ing the visibility of everyone in the company through so-
cial networks.  

The rest of the book is at once illuminating and no duh, kind of like gravity in that regard. However, there is a theme, a 
string, which pervades the author’s thought process: you compete on product or price. He calls it High Fidelity or High 
Convenience, but make no bones about it: if you aren’t competing either way, you are doomed to fail. Period.  

Now, let’s think about the choices we face as consumers every day. How many options do we have which compete really 
neither on product or price? You know, those things “stuck in the middle.” I would argue the vast majority of sheer stuff 
from which we have to choose is just this, stuck in the middle. I would go even further and say much of what is available 
is not unlike the AK-47 or Campbell’s tomato soup: contemporary versions of long-standing technology, again, varia-
tions on a theme if you will.  

Would it that much of a stretch to suggest that, for all the headwinds facing it (and all of them valid), perhaps the US 
consumer is just a touch bored, in aggregate? How else can you explain people waiting in line for the next great cell 
phone while places like Sears and even, gasp, McDonald’s are struggling to find magic bullets?  

The thing is: economic activity begets economic activity, and economic activity ultimately leads to wealth creation. Hav-
ing a bored consumer in a consumer driven economy, like ours, doesn’t engender vibrant economic growth. How do 
firms create wants? How do they create such wants that people enter the workforce, stave off retirement, and even start 
new businesses in order to pay for them?  

That will be the challenge facing American businesses over the next decade, and an Apple watch here and a new version 
of yet another cell phone there simply won’t be enough. We are going to have to have some kind of product, industry, or 
vast change in productive life expectancy which will fundamentally alter our lives and how we conduct business in order 
to break us out of this rut.  

If that happens, perhaps I won’t be quite as willing to share my lottery proceeds with all my family members, you know?  

 

In the end, all of this enters into our decision making process to underweight consumer discretionary stocks, and why we 
have done so for as long as we have been in business.   
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