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Rushing Home with their Treasures Shoppers flock the Grand Court of 

the Macy’s flagship store in Philadelphia. Americans are projected to spend 

and average of $900 on holiday gifts this year. 

T’was The Spree Before Christmas  

 

D ecember marks the month of the highest spend-

ing for Americans due to the holidays, and it has 

large implications on the economy.  For the past 12 

years, the holiday spending record has not been bro-

ken in the United States, but 2017 is looking to top it. 

The average holiday spending will top $900 this year, 

according to the CNBC All-American Survey.  This far 

surpasses last year’s estimate of $702.  However, an 

interesting part of the survey revealed that the median 

spending would be $498, which is far lower than the 

predicted average.  This data suggests that the big 

gains are driven by a smaller group of wealthy Ameri-

cans.  The Wall Street Journal credits this increased 

spending to a multitude of factors.  Americans are 

driven by increased incomes, their confidence in the 

current economy, the growth of financial markets, 

 

and modest inflation.  The article reports that the 

increased spending comes equally from both 

online and in-store shopping. Visa reports that the 

e-commerce is going to be the bulk of the in-

creased spending this holiday season.  They have 

predicted a 15-17% increase in online shopping 

this year, giving power to online retailers.  Another 

point argued by the Visa report is that during De-

cember, consumers purchase more retail and gift 

items, and actually less essential items.  For exam-

ple, market segments like e-commerce, clothing, 

and jewelry have all increased in shares of spend-

ing between November and December.  E-

commerce has risen 2%, clothing has risen 1.7%, 

and jewelry has risen 0.7% between the two 

months.  However, in market segments such as 

restaurants, grocery stores, and pharmacies, shares 

of spending have decreased anywhere from 0.2% 

to 1.4%.  Clearly, during this month the consumer 

focus is on holiday shopping. Due to expected tax 

cuts under the new tax bill, it was expected that 

the wealthiest Americans would spend significantly 

more this year during the holidays.  However, only 

16% of the wealthiest Americans with $5 million or 

more in investable assets planned on spending 

more this holiday season.  The large increase in 

spending this year is not all credited to those re-

ceiving tax cuts.  Overall, December’s holiday 

spending creates a spark in the economy, especial-

ly this year. With increased spending, hopefully 

everyone gets something they wished for under 

their tree.—AR 

Sources: http://cnb.cx/2BK35N4; http://on.wsj.com/2AGCp2K 

http://vi.sa/2AjKLcQ 

 

 



 Producer Price Pressure 

 

E conomic activity in December is hallmarked by con-

sumers capitalizing on inventory-clearing discounts 

stimulated by retailers. This cyclical dynamic allows mil-

lions of Americans to fulfill their holiday feast and shop-

ping obligations while letting firms take advantage of 

relatively inelastic demand to rebalance their financial 

statements. This year however, the balance sheets of 

businesses in produce and food sectors reveal an ero-

sion in profits calibrated by the firms themselves. As 

unforeseen externalities cause the price of supply to 

soar, firms have chosen to soak the higher costs thus 

maintaining stable consumer prices. This is no act of 

corporate benevolence, rather a strategic way to com-

pete with new forms of distribution and mitigate con-

sumer antagonism. Updated figures from the Labor De-

partment indicate an aggregate increase of 3.5% in the 

food category of the producer price index, meaning 

that producers paid 3.5% for supply when compared 

with the year before. The increased percent changes 

were particularly acute for prices in eggs (115%), vege-

tables (39.8%), and beef (14.5%). Comparing this to the 

consumer price index, which rose by just 0.6% over the 

same period indicates that sellers are not transferring 

the costs of supply to consumers. The Producer Price 

Index (PPI) is the measure of average change in selling 

prices received by domestic producers of goods and 

services over a period of time.  

International Harvesters. The volatile weather patterns that swept through 

much of Mexico this year have caused an unexpected limit in the supply of 

produce exported to the United States. Fifty percent of all tomatoes con-

sumed in the U.S. come form our southern neighbor.  
Photo Credit: Don Bartletti/The Los Angeles Times 

The Consumer Price Index compiles the same met-

rics, but from a consumer’s perspective. Grocery 

business owners face mounting pressure to keep a 

reliable consumer base while working with lower 

profit margins.  

For example, The Wall Street Journal reports that 

part of Amazon’s strategy following the acquisi-

tion of Whole Foods, was to put a cap on price 

increases for its products. For a giant like Amazon, 

this is achievable due to the vast amounts of capi-

tal that it holds but puts alarming levels of stress 

on competitors. Combined with rising inflation for 

products such as poultry and volatile weather pat-

terns in produce-exporting countries like Mexico, 

grocers have had to make the tough call to artifi-

cially stabilize prices even if it means negatively 

adjusting annual profit projections. In return, firms 

like Kroger and Target hope customers will not 

unanimously reject them as an option for supply-

ing the food on Christmas dinner. Rising food 

prices faced by big heavyweight firms can pose a 

serious threat to the existence of small-newly es-

tablished firms. An increase in costs can cause a 

sharp plunge in the profits, especially if they can-

not pass on these costs to the consumers. Accord-

ing to Economides, a firm will only continue to op-

erate in the short run only if their marginal costs 

can cover the minimum average variable costs. In 

this case, small firms are unlikely to cover their 

minimum average variable costs and thus may be 

forced to shut down as they cannot survive the 

intense competition.—NM 
 

Sources: http://on.wsj.com/2B6Crkl; http://bit.ly/1btfRh1; 

http://bit.ly/2BM9l6a 

Tough Competition Amazon-owned 

Whole Foods Market has more than 

enough capital to maintain low con-

sumer prices even with rising costs.                      
Photo Credit: David Paul Morris/Bloomberg 

https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwilytn9wavYAhXhmuAKHWsHB8MQjRwIBw&url=https%3A%2F%2Fwww.bloomberg.com%2Fnews%2Farticles%2F2015-09-28%2Fwhole-foods-to-eliminate-1-500-jobs-in-bid-to-reduce-its-cos


 The Mouse and The Fox 

 

T his holiday season, Disney gave Fox one of the big-

gest Christmas presents of all. They paid over $50 

billion for the rights to most of the assets of 21st Century 

Fox with the exception for Fox News, their sports channel 

Fox Sports, and other minor holdings. Disney now owns 

the rights to assets such as the Avatar film series, the X-

Men and the character Deadpool. These assets are likely 

going to be thrown right away into Disney’s movie 

scheduling. Characters from X-Men could now join the 

Marvel Cinematic Universe or have their own standalone 

film series. These assets make perfect sense for Disney to 

purchase. Another important part of the deal is that Dis-

ney now has a majority ownership stake in the streaming 

company Hulu, making them a direct competitor of Net-

flix. This part of the deal is what brought out the enor-

mous price tag. Disney needs more content to compete 

with Netflix. Disney only released a total of twenty-four  

movies last year, while these movies were wildly profita-

ble and successful they will need more content to put on 

Hulu to compete with Netflix. The formula for a success-

ful theatre release and a successful original film or show 

on Netflix or Hulu is significantly different. Theatre re-

leases must be widely accepted and 

attract as wide an audience as possible 

so everyone pays to see it. Streaming 

services can afford to create niche 

shows and movies that cause people to 

subscribe for the only reason to see 

that particular show or movie. Even if a niche film doesn’t 

make a profit on it’s own it can attract and retain sub-

scribers and serve a useful purpose.  

The headquarters of 21st Century Fox at 1211 Avenue of the Americas (Center) 

in New York. Disney acquired most of the corporation’s assets for $50 Billion. 
Photo Credit: Callahan Capital Properties  

Disney wants to look to the future to how Amer-

icans will watch their favorite shows in 10 years. 

They seem to have determined 

that will be though streaming 

services costing about $15 a 

month. Because of Disney’s 

newfound need for more con-

tent, the kind of movies they 

are going to produce are likely to expand pretty 

drastically. Recently Disney has been making 

incredibly successful movies that fall into three 

basic categories: Star Wars, superhero and ani-

mated children movies. While they have been 

really successful with this strategy, the Fox pur-

chase is going to expand their criteria. Fox has 

created movies in recent years that are outside 

the lines of typical Disney movies such as Hid-

den Figures, the tale of pioneering black female 

mathematicians working at NASA to put a man 

on the moon during the 1960’s. Award winning 

or Oscar contending, outside the box, movies 

like this will draw attention to their streaming 

service and likely provide a niche product for 

consumers.—PR 
Sources: http://on.wsj.com/2DZNLNe; http://

on.wsj.com/2zc79WM 

 Disney now has a majority own-
ership stake in the streaming 
service Hulu, making them a   
direct competitor of Netflix.  

Freedom From Want 

The acquisition of 

21st Century Fox and 

its film franchises 

such as Deadpool will 

give Disney the ability 

to incorporate it to its 

existing productions. 



 BRIEFINGS 

 Bitcoin Bounces As expected, Bitcoin has been a 

highly volatile investment, shown by its recent dip in 

value.  On December 21, a spinoff called bitcoin cash 

was suspended from Coinbase.  The next day, Bitcoin 

shed about a third of its value, falling below 

$11,000.  However, on December 23 the crypto-

currency began to gain back some of its val-

ue, reaching $15,000.—AR 

 Tax Reform Succeeds President Donald 

Trump signed GOP-crafted tax reform into 

law on December 15, becoming the first 

major legislative achievement in his presi-

dency. Seeking to make U.S. firms more com-

petitive abroad, the reforms will lower the corpo-

rate tax rate from 35% to 21%. Part of the plan also 

gets rid of the Affordable Care Act’s penalty for indi-

viduals who don’t purchase insurance.  

 Fed Rate Hike On December 13, the Federal Re-

serve raised interest rates for the fifth time since the 

financial crisis and also predicted that a tax cut going 

through Congress would increase economic growth 

without inciting inflation. The Federal Reserve also 

indicated that they are on track for three rate in-

creases in 2018.—AR 

 U.S. Declares Jerusalem as Capital In an ex-

tremely controversial move, the Trump administra-

tion officially recognized Jerusalem as the capital of 

Israel. The U.K., France, and Germany were a few of 

the 128 governments that voted against the Ameri-

can decision at the United Nations General Assembly. 

Only 9 countries voted with the U.S. and Israel, 

among them were Guatemala, Togo, and Honduras. 

Despite every administration since Clinton seeking to 

officially recognize Jerusalem as capital, none had 

done so for diplomatic and security reasons.  
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PERSEPECTIVES 

2017: A Year In Review 

 

It could have been worse. A lot worse. For a year 

that was forecasted to be one of unpredictabil-

ity, markets have shown otherwise as they con-

clude what Bloomberg calls the most “boring 

year for stocks on record”. Ten years af-

ter the financial crisis, the Fed’s inter-

est rate hikes signal continuous eco-

nomic recovery and unemployment 

hit record lows in 13 states. Despite 

his many promises on the campaign 

trail, President Trump has accom-

plished relatively little in his first year. Yet, 

were it not for the petty 140-character distrac-

tions and infantile rhetoric, his administration is 

legitimately credited with continuing the streak 

of economic growth and successfully weakening 

the Islamic State. The system of checks and bal-

ances so precisely crafted by the framers have 

successfully shielded the American public from 

the populist impulses of its executive branch. 

Despite a snap election called by Prime Minister 

Theresa May that cost her party the absolute 

majority in Parliament, the United Kingdom con-

cluded the first phase of negotiations as it pre-

pares to withdraw from the European Union in 

2019. Across the Channel, France rejected the 

populist sentiment plaguing its American and 

British allies by electing pro-European centrist 

Emmanuel Macron as its youngest leader since 

Napoleon. Despite empty threats attempting to 

stop the pace of globalization, dynamic labor 

markets, new technologies and reinvigorated 

cooperation between governments and the pri-

vate sector have all but let those threats be-

come reality—at least for now.   —NG 

Vive La France Macron seeks to 

modernize the EU and be the 

substitute of U.S. leadership in 

global climate negotiations.   
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