Foul Forecast 

by

Eyes Right

Charlotte, NC -  I was here recently to participate in the Turkey Trot race held on Thanksgiving morning.  There were about 5000 others who joined me.  Most were runners, who chose the 8 K race (approximately 5 miles).  My choice was the 5 K walk (just over 3 miles).  A few, mostly children, ran in a one mile race.

The weather was ideal – about 40 degrees at race time under bright sun in a perfectly clear sky.  Within 30 minutes the temperature had risen at least 10 degrees.  The courses were easy, by distance running standards.  The hills were rolling, and the police had done an excellent job blocking traffic at each intersection.
A local radio station was handing out foam reindeer antlers (in red or green) to anyone who came to their booth, and there were numerous other vendors offering samples of products.  All in all, it was a “feel good” event.

What was not apparent as we trekked through the affluent shopping area was the impending danger all around us.  Many of the buildings in these upscale shopping centers are on the brink of foreclosure.  Although all appeared “normal” as we ran or walked past them during the Turkey Trot, most have mortgages, just as homes in every neighborhood.  And just as we are facing a frighteningly high number of foreclosures of private homes in suburbia, many retailers are on the brink of financial disaster.  With consumers having less to spend, those in the business of selling goods or services are having problems moving merchandise or selling fast food or marketing services.  
It is anticipated that the first rush of commercial foreclosures will begin shortly after the beginning of the new year.  Once this process begins, there may well be an avalanche effect, creating a far more severe financial crisis than the one which began with homeowner foreclosures.  Many of these shopping centers are owned by REITs (real estate investment trusts) and those, in turn, are often financed by banks, individual investors, and large insurance companies.  When individual stores in a shopping center go out of business in this economic climate, there are few, if any, replacement stores to fill that empty space.  If several smaller stores, or one major renter, such as Macy’s, files for bankruptcy, there is not sufficient rental income to pay the mortgage on the entire shopping center.  Whoever is holding the note on that property is suddenly faced with a major loss, creating even further stress on our entire financial structure.   Whether or not our central government can continue to hold this crumbling deck of cards together is in serious doubt.
There is little which can be done to stem this disheartening scenario.  Workers are being laid off at increasing rates, both here in North Carolina, and across the nation.  With consumers having less funds to use for discretionary spending, and in some cases, for basic needs, shopkeepers, both small and large, will be facing a precipitous drop in revenues.  Less revenue means that those businesses contract, typically resulting in further layoffs.  It is a vicious, and dangerous, downward spiral.

I wish that I could sound a more optimistic note after my Turkey Trot adventure through Charlotte.  But I simply see few cracks of hope in this wall of gloom.
I thought you might like to know.
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