The guuty blarne everyone else for weak car sales

ero are a few U.S, congress)
p]e wandering around Detroit m
week,-anxious 10 learn more about
the duto industry.

Jiidging from a few of the state-
ments attributed to them concerning
lhel: ignorance, you probably could
1ecoj them in a crowd because
of the bags they wear over thelr.
heads.

Ode cnnl:s;ed that he was
surprised he had to worry about su
pllrepn when he was taiklng about nt:
car businexs, He thought the auto
companles made everything them-
sclves

-mts IS casy enough to under-
stand, stnce U.S. Steel Corp. was so
ashamed of the metal It was selllng
to Gcnerll Motors it renamed itself

USX Corp., or like that, a
few years ago. Anyone who doesn't
realize that auto companies buy
steel and rubber frotn other compa-
nies would really be shocked Lo find
out how many computers they buy,
.which aren’t made on Detroit assem-
bly ines ejther.

Actually, the avowed ignorance nl
how the car business fits into the
US. cconomy isn’t half as discen-
certing as the Jgnorance of how the
U.S. government — all national gov-
ernments, for that.matter — affect
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tries without mentioning Washington
policles and how lts pollcies affect
the business.

Sull, the mere fact that a few con-

the Jargest business.

1 FIRST noticed this phenomenon
when David Halberstam, a Pulitzer-
prize-winning politlcal analyst, man-
aged to write'a 750-page analysis of
the US. and Japanese aute indus-

Dclroll is encouraging. Not so en-
couraglng was the remark from a
think-tank type who was quoted
“Washington isn't Detroit’s problem;
the problem Is making cars as good
as the Japanese.”

took the time to visit -

Blunt as It s, this is as succinct as *

statement as you are likely to find
about what drives the scemingly un-
ending mountain of legislation that
hamstrings what used to be a rela-
tively straightforward business of
maklng and selllng cars.

IN FACT, making cars as well as
the Japanese is what the benafide
competitive effort is all about. On
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the other hand, if making good cars
is all it takes, we would be driving
Deusenbergs today, and Saab would
be giving Toyota a run for its money,

Actually, I'm afraid that the total
elfort of this trip will be wasted on
the obvious-— that nobody can real-
Iy make a fleet averaging 45 mpg or
make exhaust. so clean that It's
cleaner than Callfornia alr.

What ['d like to hear are a few
people address some questions. that
have been bothering me lately, prob-
lems that have built up over the
years since 1 was a youth, whick I
somehow think reflect a long effort
of government policy.

‘WAY BACK then, in the mld-
1960s, a monthly payment on 8 new
car, a year's car Insurance, and n

term's worth of tultion ul Michigan
State University's engineering
school all were slightly less than $90.
General Motors was paying mrly
18 percent in djvldends. and ntes

were 3 percent.

At the risk of sounding reaction-
ary, I wonder 1f
seen, In' tort liabllity, the dwindling
dollar, the national debt, a dimin-
ished industrial base, and the dlsso-
Tutlon of the system of education ha-
ven't somehow had an effect on the
US. auto business, Maybe, in fact,
more of an effect than the mechani-
cal improvemient in Japanese cars
accomplished during tiicse years,

It's an odd thought thal elected of-
flctals who bave orchestrated these
changes don't think so.

Record-setting Dow means it’s time for investors to be careful

On April 17, at 14:09 EST the Dow
Jones Industrial Average crossed the
elusfve 3,000-mark and, for the first
timc;, stayed about that level at the
closs.

The next morning the Wall Street
Journal published the [following
headline, “Dow Industrial Crack the
3,000 Mark”. What is really surpris-
ing is the fact that investors pushed
the Dow over the top without any
help from the Federal Reserve.

This year much of the stock mar-
ket's rise has been fucled by the
Fed's polley of lowering interest
rates to counter the recession. How-
ever, on April 17 the Dow closed at a
vecord 3.004.36, up 17.58 percent on
the day despite the fact that the Fed
decided not to lower the interest
rate.

ANALYSTS POINT out that this
stock market rally is very dificrent
frorhy the one last July. It is broader;
the Dow's 30 Blue Chips are laging
other market indexes, such as the
S&P's 500, which hit records a while
ago. And It s being led by a very
different group of stocks.
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The six-month rally that has sent
the Dow Industrial surging 639
poinls, or 27 percent, since the Octo-
ber low of 2365.10 has been dominat-
ed by growth stocks, and, to some
extent, by cyclical companies whose
earnings turn higher as the economy
sirengthens. In fact, what we have
experienced is a market driven by
the expeciation of economic recov-
ery and responding to lower interest
rates.

In July 1990, the Dow rose above

3000 on two successive days, but °

both times closed at 2999.75. Shortly
thereafter, Iraq’s invasion of Kuwait
and the cnsuing economic slump in
the Uniled States resulted in a large
decline in the market. But beginning
in October 1990, with most econo-
mists forecasting only a short reces-
sion, the market has been rallying.
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BUT ALTHOUGH the Dow Indus-
trials are back at 3000, investors are
facing very different bets than they
were last summer. Nine month ago,
when the Dow and the S&P 500 were
racing to record levels, much of the
stock market was not going along.
Small stocks, espectally, were taking
a beating. As of mld-July, when the
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FOOD LOVER'’S DIET

To introduce 1 new approach to dicting, free diet pills were given to 50 people. With The Otmicron
Diet, one man lost 14 pounds in 5 days and one womat I(m 18 potnds in 10 days. The average
weight fosy was over a pound a ¢ r wamnen anel over 2 pousds it day for men. The Omicron
Dict is a revoluti w cept for unbelievably fast weight loss developed and clinically
proven by Nation ary Rescarch of Washingion, D.C. This significant, breakthrough in
metabolic weight contral wits made possible by the utilization of biological information overlooked
by other dict programs. With a formsulation of nataral enzymes along with real food, you shed
unwanted pounds extrenely 1apidly and safely

Maintain your new weight forever without dictingt!!

With the speclat enzyme formuba Metaboliae. it is now posmible to reduce your usual weight by up
to 10% or to maintain the weitht Tass after m: tng, without changing your normal lifestyle ar
cating habits. Available theaugh physicians since the enzyme formula is now available in
pharmacies without a prescription. Start enjoying the xIs yau love 1o eat hout fear of galning
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Dow was flirting with 3000, NAS-
DAQ's- Index "of small Industrial
stocks was off 12 percent from its
Jate 1989 peak.

Now the Standard and Poor’s 500,
the NASDAQ Composite, and just
about every other market index is

seiting records. The S&P 500, a”

broad-based market measure, is 6
percent higher than It was In July.

The NASDAQ Index, which repre-
sents small stocks, is up 57 percent
from lts tow in October. And some of
the fastest-rising stocks are those
most sensitive to economle cycles
and to Interest rates.

EVERY FINANCIAL newspaper
Is predicting that the Dow 1s about to
reach 3200. However, I am really
concerncd about the short-term
prognosis of this market.

In my view, investors are spect
lating that a quick economic rebound
lies ahead. But, desplte all th talk of
recovery, ' autos, housing, employ-
ment, and consumer spendlng re-
miin weak,

Investors are asumlnx that the
economy will recover, Interest rates

wlll continue falilng, and inflation is

well under control. However, that

line of thinking creates all the more

opportunities for disappointments.
So I strongly advise cautlon.

Semloar: “How to Use Everything
{rom Mutual Funds and Aanuities to
Insurance Policies and CDs" 7-9:30
p.m. Tuesday, May 14, in the confer-
ence room at 3250 W. Big Beaver,
Troy.

Reservations required. Call 643-
8888,

Sid Mittra is a professor of

- finance, school of business at

Oakland University and owner of
Coordinated Financial Planning.
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Macauley's Green Line
Products to help your recycling efforts
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These scissors are junk and
were proud to sell them.

Help cut waste with recycled products.

For over 100 véars Macauley's has offered innovative office supply
products. The tradition continues with the new Macauley's Green Line.
From reCycled paper products like Post-Its, fax paper, envelopes and
folders, 1o reeyeling containers far your own recycling center. Even -
scissors made from 90 post-consumier waste. Macauley's is committed
1o helping and preserving our environment,

With vour help. we can heep the Eanth a linle greener.
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