
Back in the day, many pop songs were basically poems set to music. The industry referred to art-
ists making this type of music as singer/songwriters. It didn’t matter how bad the prose actually 
was, as long as the tune was catchy. Having Ray Manzarek on the keyboards was certainly a bo-
nus, and fans of The Doors know what I mean.  

In my opinion, one of the better examples of this type of music was/is a song called “If,” which 
David Gates wrote and performed as the lead singer of the oddly named group Bread. Trust me, I 
am stepping out a little bit here, as this is kind of an uncool song to admit to liking. If you want to 
get blood pumping, drink some strong black coffee and listen to “L.A. Woman.” If you want to 
impress a female with your supposed sensitive side, buy a bottle of Pinot Gris and play “If.”  

Even so, I think it a good tune, and I am now of age where I don’t care what people think about it. 
Besides, impress a female? I have been married for 22 years this July, so it has been at least two 
decades since I have done that, and my wife can attest to that. Listening to Bread isn’t going to 
make up for the rest of my faults, if you catch my drift.  

So, here are the lyrics to said song:  

If a picture paints a thousand words,  
Then why can't I paint you? 

The words will never show the you I've come to know. 
If a face could launch a thousand ships,  

Then where am I to go?  
There's no one home but you,  

You're all that's left me to. 
And when my love for life is running dry,  

You come and pour yourself on me. 
 

If a man could be two places at one time,  
I'd be with you. 

Tomorrow and today, beside you all the way. 
If the world should stop revolving spinning slowly down to die,  

I'd spend the end with you. 
And when the world was through,  

Then one by one the stars would all go out,  
Then you and I would simply fly away 

Oh, come on; you know you love it, but what does this have to do with anything? 

There is a line in the poem/song that often comes to mind when I spot economic ennui or what 
have you: “If the world should stop revolving spinning slowly down to die.” First, I imagine it 
would depend on just how slowly it stopped spinning, as the earth spins at an estimated 1,040 mph 
on its axis. So, if the world should stop revolving suddenly, we would be hurtled eastward at about 
1.4 times the speed of sound, which would be an extremely bad thing for any future plans you 

If the world should stop revolving spinning 
slowly down to die,  

I'd spend the end with you. 

Something to Think About 1-4 

  

  

  

Disclaimer 2 

Inside this issue: 

Something to Think About 
C

O
M

M
O

N
 C

E
N

T
S
 

April 29, 2016 



Page 2 COMMON CENTS 

might have.  

But spinning slowly? Just how slow? Hmm. Interesting thing to ponder, perhaps, if you have the time to ruminate on 
such things.  

Over the course of my career, I have reviewed any number of recessions and the like, and have found one thing to be 
normally true: they generally don’t happen as a result of the economy having stopped “revolving spinning slowly 
down to die” on its own accord. There is almost always some kind of trigger, be it a substantial change in monetary or 
fiscal policies, a calendar event like Y2K, a stock market crash like the one in 1929, or even a real estate bubble which 
are normally the product of any number of different factors. In essence, there is normally some kind of panic or drying 
up of credit and liquidity or some other kind of bellwether event.  

Put another way, it would seem unlikely for the global economy to just stop spinning, particularly with the world’s 
central bankers doing as much as they possibly can to grease the skids, and with as much liquidity as there is sloshing 
about the global financial system. The odds would seem to be against that happening. But, well, what if?  

This week, I read a WSJ article about a speech Bank of Canada Governor Stephen Poloz made in New York. Let me 
just cut & paste the comments I found pertinent:  

“Frankly, consumers in Canada have done all the heavy lifting in the last few years to keep the econo-
my on a reasonable growth track,” he said, adding that it wouldn’t be surprising if consumers “took a 
breather.” He said the Bank of Canada has accounted for that possibility in its assessment of the gov-
ernment’s measures. 

‘Mr. Poloz said in his speech that global trade growth has slowed markedly compared with the 20-year 
period leading up to the global financial crisis, in part because some opportunities spurred by in-
creased global integration, such as China’s membership in the World Trade Organization, have al-
ready been exploited. 

‘That could contribute to a lower “balance point” for trade growth compared with the period before 
the crisis, he said, but the global economy should continue to recover. 

“Most of the cyclical part of the slowdown in trade should be reversed as the global economy recov-
ers, even if that is a slow process,” Mr. Poloz said.” 

I wish our central bankers spoke with such clarity. Sure, his focus is on Canada, but you could very easily swap out 
‘consumers in Canada’ and replace it with ‘consumers in the United States,’ and not miss a beat….not a single 
beat...the argument and/or thought process would be the exact same. Plus, it makes sense.  
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After decades of growth, the US consumer is tired, more than likely tired of the same old thing, as corporate Globe 
really hasn’t created a huge new industry or created a significant ‘must have’ new consumer technology, product, or 
service for some time. In essence, the US consumer, shoot the global consumer, needs a game changer, and not a 
slightly bigger TV screen or a slightly faster processing speed on their smart phone. Those are so many variations on a 
theme, or, better yet, simply replacement vehicles for stuff we already have.  

Yeah, you can replace a TV or telephone and stimulate the economy to a degree, but you can do the same thing by 
breaking a window. However, true consumer growth, and therefore economic growth either directly or indirectly, 
comes when there is a perceived want or need for a product, technology, or service which didn’t previously exist. 
Without a near constant flow of new products and services from businesses, consumer spending will ultimate start 
spinning slowly, ultimately reaching an equilibrium of population growth PLUS the growth in real incomes, provided 
the consumer spends it.  

According to the World Bank, US population growth is running at around a 0.7% annualized clip. Over the last 3 
years, average weekly earnings in our country have outpaced the CPI (Consumer Price Index) by around 1.2%. Add 
them together, and that is what you should reasonably expect from the US consumer in stasis. However, when you fac-
tor out the recent swoon in energy prices and use the CPI Urban Consumers Less Energy inflation gauge, real 
(inflation adjusted) wages have increased by right around 0.2% annualized over the last 36 months.  

Add those numbers together, and you get 0.9%. This is important, as personal consumption expenditures constitute 
about 68.7% of the Gross Domestic Product equation (1Q GDP report). As a result, the lack of ‘must have’ new tech-
nologies, products, or services pretty much locks in over two-thirds of the US economy at no more than 2%, over time. 
So, .687 * .02 = .0136. Whew….how to get to that magic 3% GDP number, which has eluded us since 2005? 

Well, the remaining 31.3% of our economy has to grow at a 5.1% clip, which is a pretty healthy rate. How to get 
there? For grins, let’s assume the trade balance stays the same, so we can focus solely on private fixed investment (I) 
and government expenditures (G). Over the last 3 years, in real terms, G has grown at a .0012% annualized rate, or 
essentially stayed flat. If that trend continues, it means I has to grow at a 9.9% annual rate.  

I have some news for you: that isn’t going to happen with the C & G growing at a combined 1.6% clip. So, what must 
happen in this scenario? I submit the United States needs a more coherent Federal fiscal policy.  

If my calculations and the Bloomberg are accurate, for 2008, actual US Federal expenditures were $2.983 trillion 
(including transfer payments, etc.). For 2015, they were $3.688 trillion. That is a difference of $705 billion. Mean-
while, in nominal terms, G (consumption and investment) has increased around $129 billion. Unfortunately, they have 
completely flat lined over the last 5 years….talking about +$12 billion in nominal terms. But, hey, the Federal budget, 
at least expenditures, hasn’t really grown either, so I guess that is okay, huh? I suppose.  

Admittedly, this is just math. The calculation for GDP is just that, a calculation, an equation if you will. If you can rea-
sonably predict C, which I think we can here in the face of such lack of creativity, I & G have to take up the slack, and 
I can’t do it alone. That means G needs to increase, and that means spending more money we don’t have on things like 
a, gasp, coherent transportation bill and advanced technology for the FBI...who can’t even hack an iPhone without 
jumping through hoops. Those sorts of things.  

Certainly, no one wants a burgeoning Federal budget deficit, but, you know, I also want good roads and bridges. Come 
to think of it, I want our bureaucrats to have upgraded computers and networks so they can be more efficient. Further, I 
want the US military to constantly be developing new weaponry and systems to ensure we can smite our enemies with 
a complete minimal loss of American lives. Basically, for as much as I dislike much of what comes and has come out 
of Washington, hot doggit, Washington has a real role to play when it comes to GDP growth, and it is a lot more than 
simply robbing Peter to pay Paul and increasing ‘entitlement’ programs. After all, all the latter does is shift money 
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around within the C component of the GDP equation...seriously, that is all it does.  

As a result, I hope whoever wins the election in November embarks on a pro-growth agenda. This will require a num-
ber of different things, but will have to include a much greater investment in technology and infrastructure than Wash-
ington has spent recently, perhaps at the expense of pet programs. As such, either candidate will have to break party 
ideology or, more importantly, their campaign promises to devise a means of doing so. As it is, right now, the most 
immediate impact on G, from what I can tell, is a campaign promise to build a huge wall along the border with Mexi-
co, and I am dubious on that project for a number of other reasons.  

But is this a real role of government? To stimulate economic growth? Well, that is perhaps a valid question; however, 
Washington shells out or transfers close to $4 trillion every year, and state & local governments tack on roughly a cou-
ple trillion more. That is a lot of money changing hands, so no small percent of it should be earmarked for technology, 
infrastructure, and/or some other sort of economic growth. If not, the whole GDP equation falls apart, and we can ex-
pect only modest growth moving forward. In other words, our various forms of government consume so much of our 
collective resources, for them to not be focused on immediate investment and/or consumption is, well, extremely fool-
ish.  

With that said, if our governments, particularly Washington, don’t step it up a notch, you can book 1.9% to 2.2% GDP 
growth for as long private enterprise keeps delivering, um, variations on a theme, alternatives, complements, and re-
placement products. After all, the shoulders of the US consumer are only so large.  

Hey, I am not some proponent of big government, far from it. However, you have play the hand they deal you, and we 
have big government...which isn’t going to shrink itself in any meaningful way, as there are too many competing inter-
ests involved. So, we need to take what we have, and make it better.  

Going back to the original question: what if? Well, it is hard to imagine the US economy just petering out, spinning 
slowly down to die, without some type of exogenous shock or trigger event. That doesn’t mean we won’t see weak 
quarters, like 1Q 2016, we will. In fact, we have seen the year start out on an economic thud each of the last 3 years, 
just to have it end roughly 2% higher by December 31. As I type, there is nothing in the knowable, obtainable data to 
suggest the same won’t happened again in 2016.  

In the end, economic forecasts are so many exercises in ‘what if.’ These can lead down any number of rabbit holes 
and/or slippery slopes. The odds are the economy will grow, even if slower than we would like. The odds are the mar-
kets will be slightly positive by the end of the year, even if they take us on a gut-wrenching, Dramamine swilling, roll-
er coaster ride along the way. The odds are there won’t be a financial crisis in 2016, even if certain markets might be a 
little, well, bloated. The odds are whoever wins the Presidential election in November won’t have much of an impact 
on the economy in 2017, even if they promise they will. The odds are monetary policy has done and can do only so 
much, even if we want to believe it can and will. The odds are the Chinese government won’t let the Chinese banking 
system collapse (since it owns it upwards of 90% of it), even if lots of folks on the TV would lead you to believe oth-
erwise. The odds are G expenditures boost short-term economic performance, even  if we hate the government.  

Lastly, perhaps most importantly, the odds are the world will not stop revolving spinning slowly down to die, at least 
not any time soon. If it does, economic forecasts, Presidential elections, and market returns really won’t mean much 
anyhow. While that last statement isn’t a poem, I think it strangely poetic. Maybe David Gates could make a song out 
of it?  

What if? 

 

Something to Think About Cont.  


