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Capital Spending on Main Street:  Not “Frightened Around the Clock.” 
  

The picture below tells a story which is much more interesting than its title: “Manufacturers’ New Orders 
for Non-Defense Capital Goods Excluding Aircraft, in June.” Let’s tell that story as simply as possible. 
  

 
  

The “headline” part of the story is the green circle:  essentially, business spending on capital equipment 
hit an all-time high last month, having increased in 13 of the last 14 months.  
  
We’ve mentioned, now and then, the media’s commitment to Survival Rule One, for journalists:  “Keep 
people frightened around the clock.”  In 2020 the media had great material to work with, along those 
lines.  We’ll all remember the Virus and Lockdown Year for the rest of our lives—and “Virus and 
Lockdown” were such new things in history that the calmest and most congenitally-optimistic among us 
felt plenty of continuing anxiety as the year crawled along.  And up there in 2020 we see that thin gray 
shade pointing to the shortest (but steepest) recession in a century or so; and we see the same cliff-diving 
plunge toward oblivion in business capital spending that we saw in every other economic indicator.  
  
But after that, what a remarkable story unfolded before our eyes.  Every CEO in the U.S., being human, 
felt all the “continuing anxiety” we ordinary folks felt.  Each one of them wondered, as we all did, just how 
bad and how long the destruction caused by “Virus and Lockdown” might go on.  Just like us, none of them 
knew for sure.  But they told their companies to resume spending for the future in April or May of 2020, 
and to increase spending every single month thereafter.  
  
People do not make that kind of decision unless a couple of things are true: 



  
• They’re pretty sure their customers will have to buy their products for many years to come—

because they need them, for their own futures.  
  

• They know how strong their companies are, so they’re pretty sure they can’t be hurt badly, even 
if the returning customers stay scared and stay away for a year or two, rather than another month 
or two. 
  

When those things are true it’s pretty hard to stay frightened around the clock, no matter how many 
screaming headlines they’re forced to absorb every day.  That record-setting green circle, up there, 
does not tell us that Main Street USA knows a cheerful future is on the way.  It does tell us that Main 
Street is so confident in its products, its road map toward the future, and its financial strength that it’s not 
very frightened about the constant uncertainties of the future, no matter how loud the headlines.  
  
Main Street is right.  That’s why we’ll keep owning it. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions should 
only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk of loss.  
 


