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FEEL THE PAIN. 

Will GM Make a Comeback? 

Pain at the pump. Pain in the pocketbook. Painful losses all around for General Motors, its investors and the American economy. 

This past year, GM grimaced as sales and prices for its SUVs and trucks plummeted along with its stock prices. GM has long been a bellwether indicator not just for the auto industry, but often for the economy as a whole. As experts debate whether we have or have not fallen into a recession or worse, many point to GM as an example of everything that has gone wrong for U.S. manufacturers and what it all means for investors and our country. 

GM employees, many with dwindling savings in company stock, have seen their nest eggs implode. And for GM stockholders, the fall has been disproportionately large. Investors and wealth managers are keeping their distance, waiting apprehensively for GM to make some miraculous move that will turn things around. 
The Downward Tumble
On April 28, 2000, General Motors, living large on a strong economy, low gas prices and an American love affair with the SUV, sold at $93.63 a share. From this most recent apex, it’s been a long, downward tumble. Sales have dropped nearly __ percent in the last year. With GM stocks hitting lows of around $10 a share this summer, the company is desperately trying to hang on and pull out before hitting bottom.   

GM knows only too well that it’s not just about selling cars, but about its faltering position within our economic landscape. The company’s financial losses, coupled with an aging image and outdated models, have Americans turning to foreign competitors in search of smart, affordable energy-efficient vehicles. At the same time, institutional investors are looking elsewhere for investment opportunities.
GM, once a vibrant example of American manufacturing and business acumen, now embodies all that has gone wrong with the auto industry – slow-to-market responses to consumer tastes and desires, last to embrace energy efficient innovations, inefficient manufacturing processes, and questionable operational decisions. The financial position of the company has now forced GM to take painful actions by halting manufacturing, shuttering plants and dramatically slashing its workforce and worker benefits. 

Worker Woes Continue 

GM made news when it reduced worker pensions, which were draining funds needed for operations. The company also offered thousands of employees early retirement, and many left on their own. But that’s not the end. Still suffering financial pains, GM may need another round of payroll-reducing next steps.
This round, however, may be especially harsh as employment opportunities throughout the U.S. and especially in the Midwest and Michigan have dwindled. With the economy in question and the credit market crumbling, workers are holding onto their jobs as alternatives are not readily in sight.  
Changing Consumer Tastes, Wants, Needs 
The dragging economy likely means continued, across-the-board declines in auto sales. That, coupled with high gas prices and a general change in consumer attitudes towards large, gas-guzzling machines, has left GM with large inventories of SUVs and trucks, not to mention a graveyard of Hummers with $500 chrome wheels. 
To their credit, GM is fighting aggressively to reduce costs and move more assertively toward the future by developing small, fuel-efficient cars. The new Volt is one example. An extended-range electric vehicle (E-REV), the Volt is designed to save gas, though it must also compete with every other automaker with similar aspirations. While certainly innovative, it’s not expected to make a large (or fast) enough impact to deliver immediate results. Other developments remain in the works, but it takes time to bring a car to market, and with its current cash shortage GM and others are scrambling to stay in the game.
All Bets Are Off
GM’s outlook is not good, but it’s not hopeless either. As a manufacturer of iconic American cars, most of us are rooting for a comeback. It is almost unthinkable to imagine the U.S. without GM. The loss of this American behemoth would have devastating effects on the global supply chain and the economy.
If you’re an optimist, it might make sense to buy GM stock now, while it’s cheap. On the other hand, who wants to jump onto a sinking ship, if that’s indeed what is happening? For most, investing in GM is just too big a gamble. 
(Find a 10-year graph with good sourcing)
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