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The Current View

• The Current View

Advantage America:  Noted 
economist and “perma bear” 
Gary Shilling recently outlined 
six major long-term advantages 
for the U.S. economy in a 
surprising and refreshingly 
positive article. 

Advantage America

On October 3, 1863, President Abraham Lincoln, in an emotional and stirring speech
during which he expressed gratitude for a pivotal Union victory at Gettysburg,
thanked the troops and citizens for their courage and declared that the fourth
Thursday of November would henceforth be a national holiday to celebrate
Thanksgiving.

This Thanksgiving, investors and citizens are no doubt thankful for the robust gains
delivered by stocks, and for an economy that, while not hitting on all cylinders, is in a
far better place than it was just five years ago.

Still, many will argue that these gains have been artificially induced by the Federal
Reserve, and that we have done little as a nation to confront our long-term economic
challenges. The clamor of skeptics and naysayers remains loud and calls of a stock
bubble and looming economic disaster have scarcely abated.

With that in mind, we wanted to share excerpts of a very interesting article written
recently by A. Gary Shilling. Ironically, Dr. Shilling has been one of the voices that
bears have clung to over the years as support for their apocalyptic views. Indeed, Dr.
Shilling, a noted economist and author who has predicted various recessions and
economic calamities over his 40-year career, is known as something of a “perma bear.”

That is why his recent article outlining six reasons the United States is best positioned
for economic prosperity was so surprising. His observations are informative and offer
a refreshingly positive look at the forest amid the din of countless others focused on
the trees.

In introducing his article, Dr. Shilling explains:

““Beyond what I believe are bright prospects for a return to rapid U.S. economic
growth and the resulting decline in federal debt-to-GDP, Americans in future years
will enjoy six major advantages over developed and developing country competitors
in the globalized world.”

Thank you for your trust in us. We value our relationship with you. If you have friends, family or
colleagues that could benefit from our range of investment, trust, and financial planning
services, we would be honored by your referral.

• Another View

Year-end rapidly approaching: 
Please plan ahead to ensure 
special requests are addressed 
in a timely fashion.  
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The Current View
Advantage America….continued

Below we present the six major advantages as outlined by Dr, Shilling and our take on
the key points of each:

1. Demographics
• A nation needs population growth to sustain its productive economic capacity. The

U.S. has one of the highest fertility rates in the world among major nations at 2.06.
• By 2040, the U.S. working age population (age 15-64) as a percentage of the total is

expected to be 60.3%, the highest of any developed country. Moreover, Dr. Shilling
notes that China’s percentage will fall from 72.4% in 2010 to 63.1% in 2040, and
that “already new labor force entrants age 15-64 are declining in number” as a
result of that country’s strict one child policy.

2. Entrepreneurial Spirit
• Dr. Shilling notes that many countries, including China, heavily subsidize their

industries and businesses. “Without subsidies, many Chinese companies would fail
due to excess capacity and weak export demand.”

• “With the renaissance of U.S. oil and gas production and resurgence of robotic and
capital-intensive manufacturing, the U.S. bested China for the first time since 2001
as the more favorable place for foreign direct investment, according to a recent
survey.”

3. Labor Flexibility
• Labor unions are declining in the U.S. and companies have far more flexibility to

adjust wages to demand than in other countries.
• China is increasing the minimum wage of its workers 25% per year, hurting its

global competitiveness.
• Dr. Shilling uses the revived, restructured U.S. auto industry as a prime example:

“In 2011, the average pay of U.S. autoworkers including benefits was $38 per hour
compared to $66 in Germany and $37 in Japan. U.S. pay has increased $3 per
hour since 2007 but $12 in Japan and $14 in Germany.”
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The Current View
Advantage America….continued

4. Declining Need for Foreign Financing
• Many gloom and doom analysts and investors believe that there is a chance China

and other foreign investors will, at some point, cease buying our debt and dump
their holdings of U.S. Treasuries, triggering a collapse in the dollar and financial
chaos.

• Dr. Shilling: “I don’t share the fears of some that the Chinese or others will dump
their huge holdings of Treasuries and other dollar-denominated securities. They
are not suicidal and if they started selling, the value of their holdings would
collapse and a global recession would no doubt follow as interest rates
skyrocketed.”

• Dr. Shilling believes Americans have little choice but to save more, and as savings
rates rise, spending will climb more slowly, thus reversing the trend of large budget
deficits requiring foreign financing.

5. Strong Dollar
• Importantly, there is a robust correlation between the strength of a country’s

economy, its financial markets, and its currency.
• Shilling points out that the major factors supportive of a relatively strong currency

are largely in place for the dollar, including: a large, liquid economy and financial
market, improving economic growth, shrinking deficits, lack of substitutes, and
strong relative credibility (political stability etc).

6. Energy Independence
• “America is on her way to self-sufficiency in energy.”
• The U.S. energy renaissance is reducing our reliance on foreign sources of oil and

benefitting U.S. manufacturers.
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Another View

Year-end rapidly approaching

The end of the calendar year brings a flurry of activity that can bog down financial
institutions and cause unexpected delays in processing routine administrative
requests. Additionally, in an environment where identity theft is more and more
common, enhanced security measures are now required to ensure the safety and
privacy of client information.

Please plan ahead and allow extra time to facilitate gifting, wire transfers,
distributions, etc. Our clients are always our top priority and we will make every
reasonable effort to accommodate any requests. As always, please contact us if we can
be of assistance in any way. Happy Thanksgiving!!


