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It’s 1901, the railroad system has just revolutionized the economy and travel across the U.S.. Let’s say the year is 1901, what do you

think the future would look like in 100 years? You would logically imagine an intricate and complex rail system, capable of picking
you up right outside your home, taking you to wherever your destination may be, at lighting fast speeds. Is that what happened?
Nope, not even close. Nobody would have imagined trains in the U.S. traveling SLOWER in 2001 than they did in 1901. Or that
trains would still jump the tracks. Nobody would imagine trains would have little food and few sleeper cars. Of course it makes
sense today because traveling by car or plane is much more convenient. But in 1901, none of those inventions were even
considered in one’s forecast of the future. Our minds tend to think linearly. We subconsciously linearly extrapolate current trends
into the future, completely unaware of the inherent behavioral bias and how new technology may disrupt forecast for the future.

Today is no different with many new disruptive technologies changing the way we live, but sadly, we fail to recognize our behavior
bias and adjust our thinking. By far, the leading disruptive technology today is the internet (thank you Al Gore). The internet has
changed the way most people live and communicate. Who would have imagined in the 1950’s when a good computer cost $1
million and was the size of a house, that today computers would be a small fraction of the cost and size with far greater computing
power. Who would have imagined in the 1980s that shopping would become available online and would eventually become a
virtual experience. Such is our reality today. Granted, none of this is surprising to you, but how do you think the economy and
business world has adapted?

Let’s start with shopping, or retail sales. | hinted at this subject in my last Update. More and more, consumption is moving away
from the brick and mortar in favor of online purchases. As the graphs below show, traditional brick and mortar retailing is falling
(fast). Many of these surveys, however, are not capturing the surge in online retailing. We are not necessarily buying less stuff,
we’re just purchasing from other sources. Unfortunately, these surveys are based upon traditional brick and mortar and fail to pick
up online sales correctly. The trend toward online sales has accelerated in the last few years to the surprise of many (economists,
retailers, mall builders, shipping logistics companies). Did you notice how economists were way too optimistic about the recently
completed holiday season; it is because they are not factoring the new/recent preference for online sales by consumers. The
online shopping preference caught UPS flat-footed as a high volume of holiday packages overwhelmed the company, delaying the
arrival of Christmas presents around the globe and sending angry consumers to social media to vent. Amazon.com responded with
an email to affected customers offering shipping refunds and $20 gift cards to compensate.

ShopperTrak Retail Traffic Index (Lowest Since 2009)




U.S. Retail Chain Store Sales YoY (Lowest Since 2009)

If consumers have changed their shopping habits, what are the economic/market implications. If consumers are not spending
less, just changing where the dollars are spent, the economic impact direct from sales is nearly zero. However, it takes a few
thousand online retail employees to do what tens of thousands of brick and mortar retail employees do. So, even if measured
properly, the shift to online shopping is a drag on employment and GDP, which is likely one contributing factor toward continued
slow economic growth, with consumption and GDP muddling along while the labor market continues to disappoint. As a case
study, consider Best Buy relative to Amazon. Best Buy recognized the shift in consumer attitudes and began changing their brick
and mortar locations to “showrooms” where customers can come and test out the products, with the hope that when they go
home, they’ll purchase from www.bestbuy.com. As the chart bellows shows, sales have continued to disappoint and the stock

has been punished for it. Why? Consumers find the product they like and search for the cheapest price. By continuing to operate
brick and mortar stores, Best Buy costs are naturally higher than a 100% online company.
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The internet and technology is changing not just traditional brick and mortar retail, it’s also changing the way we travel. Taxis are
the next in a long line of traditional businesses being completely disrupted by new technology. Leading the way in this disruption
is Uber. No more standing in long lines for a dirty cab, with no heat or A/C. Uber has developed new technology using the smart
phone that provides the customer with a completely different experience. Direct pickup, a clean car, and a secure credit card
transaction. In researching this article, | discovered that it’s not just Target with a data breech problem. According to First

American Bank Chairman Tom Wells, avoid paying for your cab in Chicago with a credit card, stating “we have become aware of
a data breach that occurs when a card is used in Chicago taxis.”

How has the taxi industry responded to the new technology? Not well, and quite frankly, they’re panicking. Rather than adopting
the new technology and changing their business model, Yellow and Checker cabs have resorted to politics and attempts at
blackmail threating to “out” 5 alderman who are “secretly gay.” Really. If that doesn’t work, what’s next, sending Uber drivers to
the hospital and smashing windshields? Uber should be allowed to put Yellow and Checker out of business if the companies
don’t adapt. Then Uber will continue with their stated long-term goal of making car purchases obsolete, which is another area
technology is disrupting traditional business models. Telsa has been selling directly to shoppers at two locations in New Jersey
for about a year. However, state officials will now force Telsa to sell cars in the traditional way through a dealership. While I'm

not in the market for a Telsa, | applaud their effort to not merely accept the traditional business model, but use the technology
we have to make the car buying experience better.

Think disruptive technology is limited to Percentage of 10-Yr Treasury Auctions Awarded To Primary Dealers
consumer related products? Think again.
Technology is changing the Treasury 100% 100%
auction business. Traditionally, primary | 4., | , i Jun08, 78 4% 1 g%
dealers have been awarded most of a
. 80% | +80%
Treasury auction. However, over the
past several years, the primary dealers’ | 70% - | 1+ 70%
market share continues to collapse (see il 1
60% 11| | +60%
chart below). In 2008 nearly 80% of the
bidding in a 10-year auction went to the | 59% T S0%
dealers. Today this percentage is under | sge; 4 o 40%
36%, a new record low. The primary 1 c ‘ W
] ) ) ) 30% T | + 30%
dealers are losing to online bidders in a Gray = Monthly Auction | A
similar way that Tesla’s direct marketing | 20% 1 Blue 6-Morth Average , 211% 1 20%
of cars is disrupting car dealerships or 10% AL S S SV U S NP L (R SR P SR R 10%
Uber is disrupting the taxi industry. How 8 8 § 8 8§ 5 &5 &8 88 8 = T £ T 2 2 3
e or SRR EEEEEREEEER S
long until the primary dealers demand a o o - o o o

protection for their business from the Fed just like car dealers and taxi drivers are demanding now?

What are we to do with these new technology? Just like brick
and mortar retailers, the taxi industry, auto dealerships, and
primary dealers,” we must adapt with the new technology or
face becoming obsolete. One way we can adapt is adjust our
thinking about the current state of the world and where it may
be going. With the current state of technology, there is no good
reason why most of the economic statistics are from polling,
models, or surveys. We can go directly to the source, in real
time. As the link in the following article shows, if companies like
Google can offer real-time inflation price data, why can’t the
BLS do the same? http://www.ft.com/cms/s/2/deeb985e-d55f-
11df-8e86-00144feabdc0.html#faxzz2wnPuy0eX

" HE TRADED HIS FIRST SHARE ON HIS TABLET ToDAY/#

waw shutlerstoccom  S1350044



http://www.ft.com/cms/s/2/deeb985e-d55f-11df-8e86-00144feabdc0.html#axzz2wnPuy0eX�
http://www.ft.com/cms/s/2/deeb985e-d55f-11df-8e86-00144feabdc0.html#axzz2wnPuy0eX�
http://www.ft.com/cms/s/2/deeb985e-d55f-11df-8e86-00144feabdc0.html#axzz2wnPuy0eX�
http://www.ft.com/cms/s/2/deeb985e-d55f-11df-8e86-00144feabdc0.html#axzz2wnPuy0eX�


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



