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Driving the Market

Y2K Ready

By Bruce White

uring the last quarter

investors have been pre-

occupied with a host of

economic Concerns in-
cluding:

possible renewed inflation
rising interest rates
volatile currency valuations
a growing trade deficit
political uncertainties

Y 2K fears

While these general uncertainties
have made the news, very little at-
tention is being paid to specific
fundamentals, such as cash flow
and earnings growth, which create
wealth for shareholders.

Interest Rates and Inflation
There is no consensus on Wall
Street about whether or not the Fed-
eral Reserve will raise interest rates
on November 16th. Much of the re-
cent volatile trading in stocks has
come from the uncertainty about the
direction of interest rates. Without a
convincing argument that we are
experiencing inflation, proponents
of higher interest rates look to the
unrelenting strength in the U.S.
economy to justify a Fed tightening.
Real interest rates (nominal rates
(Continued on page 2)

By Peter Boyle

After nearly a decade of work and
an estimated $50 billion in private
sector capital, it appears as the
century turns, the ball will drop on
time in Times Square, floats will
roll down the streets of Pasadena
and technology-related disruptions
will be minimal.

Despite the possibility of disrup-
tion, history has shown that U.S.
companies can and do adjust, and
react. In 1999 alone, the Chicago
Board of Trade shut down trading
because of a power failure, and
AT&T's frame relay network
crashed. On any given day, one to
two percent of ATM's are out of
service. In this technology depen-
dent era, failures both mechanical
and electronic have become a nor-
mal part of our economy.

Some concern remains about the
psychological impact of Y2K on the
economy. While precautions such
as printing additional currency
have been addressed, others may
have repercussions. For example,
supply bottlenecks could occur if
businesses seek additional inven-
tory levels as insurance against
possible shortages. On this sub-
ject, Alan Greenspan commented
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“While it is easy to
obsess about a few
institutions in our
society that may not
be ready, let us not
lose sight of the fact
that the overwhelm-
ing majority of us are
not only prepared,
but have contingen-
cy plans to deal with
breakdowns....The
evidence is becom-
ing more persuvasive
that our electronic
infrastructure will be
ready for the century
date change.”

Federal Reserve
Chairman

Alan Greenspan
September 17, 1799
Cn the subject of Y2K







