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Kim McCleary:
Good afternoon everyone. Hope you enjoyed your lunch. Hi, I’m Kim McCleary, president of Towne Hall, and it’s my great pleasure to welcome you to today’s very exciting and informative program. So, I hope you brought your pen and paper because; I want you to take notes. You have a book, too, so this is great. For those of you who are new to Towne Hall, we are L.A.’s oldest and largest public speakers’ forum. We’re non-partisan, and we always have civil discourse here, which welcomes change. 

And one thing we promise is that we always will provide you with compelling programming, not only on the subjects that you want to know about, but the ones we think you need to know about. So, welcome. We have some terrific upcoming programs that I’d like to bring to your attention. They’re on the flier, at your seats, so I’ll just go through those quickly. We have Gene Sykes, who’s head of the Olympic Bid Committee, on Wednesday, June 28th. That’s going to be at the City Club, Los Angeles. 


We have Wednesday, July 19th, a special members’-only event at the Grammy Museum. This is a pitch to be a member because you get all these great, exclusive, inside, curated tours. It’s great. Tuesday, July 25th, Rick Wardsman, of the Drucker Institute will be showcasing his book, The End of Loyalty: The Rise and Fall of Good Jobs in America. Thursday, August 3, Dr. Drew Altman, of the Keiser Family Foundation. This is not associated with the Keiser Medical. 


They’re the independent research facility that gave all of the Obama Administration all the background information on setting up the ACA. And we’re bringing him back to say, “Okay, here we are today. What do you see? And what do you forecast?” So, that should be very valuable. And then, Thursday, October 26th, I’m happy to announce that we are celebrating and honoring our board member, Mr. Carl Dickerson. This is Towne Hall’s 80th Anniversary, so it’s a luncheon at the Biltmore, on October 26th, so we want to see you all there. 


And I’m sure we’ll have a big opportunity to roast Carl. How’s that? Also, I always want to do a plug that we try to get you all social on our social media, so it’s at #HeardItTowneHall. So, if you have a chance to participate, we give away a free membership for those of you who are socially active on social media. Without further ado, it’s my pleasure to introduce Jason Schenker, who is a futurist, economist, and a financial forecaster, and I think you all have had a chance to see his book called, Jobs for Robots. So, I hope you will enjoy today’s program, and take lots of good notes. Thank you.
Jason Schenker:
Thank you, Kim. And thank you everyone for inviting me to come and speak today. I want to talk about a few different themes in my book, Jobs for Robots, but I’m going to talk about the economy, I’m going to talk about Fintech, I’m going to talk about robots, and a few other things. So, before I get started, you’ve got my file sheet there. One of the things that I’m probably best known for is my forecast accuracy. So, I’ve been top-ranked by Bloomberg in 36 different categories since 2011; No. 1 in the world, in 21 different categories, since 2011. Currently, top-ranked, No. 1 in the world in three categories. 

So, these are the rankings. People ask me a lot, “How are you good at forecasting things? And I would think that while there’s often a lot of information out there, there’s often quite a bit of noise, finding the right data point is really, really important, and especially as we see companies try to push to collect data. And I have this discussion with clients, at least once or twice a week. You have to ask yourself, “Are you collecting the right data” to answer the question. In other words, have you specified the question properly that you’re trying to solve for, or are you just collecting data without really thinking about why? 

And when – the global economy, the data points that I look at the most are these three lines. And it’s been the case when I’ve had to give a talk, and they say, “You have an hour. You can use one chart.” This is that chart. As you can already see, there’s a couple other slides in here; just a couple. And so, we’re going to talk about a few of those. There’s also some pictures, and things. But when I’m told I can only use one set of data, one chart of numbers, this is it. This chart tells me everything: What’s going on with metals prices, oil prices, central bank [audio skip] currency rates. 


These three lines tell me everything. Let me tell you what they [Audio skip.] Purchasing manager indices, PMIs. Purchasing managers in manufacturing companies receive a survey every month in three economies. The red here, is China, the blue is the U.S., and the green is the Euro zone. And every month, they’re asked a simple question, “Are you buying more stuff this month versus last month? Are you buying less stuff, or are you buying the same?” The purchasing manager in a capital intense business like manufacturing, and you’re buying more stuff, it’s because you have orders to fill. 


If you have orders to fill, and you fill them, those new orders become part of GDP. So, this is a lead indicator of growth. The bank, even is this black line of 50, here. So, if you’re above 50, that means in aggregate, the group said, “We bought more stuff this month” because we have new orders. And when we fill those, they turn into GDP. If it’s below 50, it’s bad; that means we bought less stuff than last month because we had fewer new orders, and less stuff will go in the GDP. A few things about the lines. This is the great recession here, this is Europe’s double dipper session, and we’ll talk about what’s over here, on the right, in just a second. 


But if you want to know why oil prices, metals prices do what they do, the red line here is the most important. This is the Chinese manufacturing PMI. And you’ll notice two things: 1) it’s below he black line for about 19 months between December of 2014, and June of 1016. Month after month after month, Chinese manufacturing contracted, and contracted further, further, and further. Now, when economists talk about [audio skip] talk about lives, stand lives, and statistics. But Dante’s next level of data hell are Chinese statistics. Right? 


People [audio skip] “Is the number real? GDP, it’s six and a half, it’s seven… make up a number. It’s just as good. I promise. Now, there are two of these. These are PMIs you might say, “But Jason, this is data out of China, too.” This is a survey of small, and medium-sized businesses, and it is a privately compiled survey. Now, there’s another PMI, which I don’t look at; this is the only piece of data I look at. The only one. You’ve seen the rankings. This is the only number that matters. The reason is, simply enough, that the other PMIs governmentally compile, and big companies can be juiced by government action. 


It’s really tough to kind of juice the manufacturing action of small, and medium-sized businesses. And so, in a private survey, this manufacturing recession that went on for a year and a half coincided with the drop in oil prices, and aluminum prices, and steel prices, and everything else. You might’ve heard different stories, and we could even talk about [audio skip] in the last two months. Right? They’ve [inaudible] [00:09:26] It’s shale. It’s shale. It’s shale. Okay, so shale oil drilling, raid counts are up, it’s the number of raids poking holes in the ground. 


It’s up about 130 per cent year over year. Last month, it was up about 120 per cent year over year. Not a big difference. What happened last month? You see how the red line’s back, below 50? That means China is in a manufacturing contraction right now. Now, it’s not a recession, but it contracted in May, and it decelerated sharply, in April. So, it’s not that shale suddenly became a story, it’s not that Opac failed. It’s that the biggest oil consumer of oil is in a manufacturing recession right now, or contraction, meaning recession. But this is not good.

 
As for the other lines on the chart, you might wonder what’s going on – one of the currencies I mentioned, was the central bank stuff. Let’s talk about the blue line, which is the U.S. You’ll notice a couple of things. Last year, it was below the 50 line. Actually at the end of 2015, beginning of ’16, and also, in the middle of last year, it was below 50. And I’m not going to talk too much about the U.S. economy today, but GDP is comprised of four things: consumption, investment, government spending, and net exports. An investment within recessions. Manufacture was in recession last year. 


Rail, in recession. Oil and gas, in recession; even residential construction spent two consecutive quarters [inaudible] [00:11:04]. Housing spent half the year in recession. So, that was going on in the U.S. Meanwhile, this green line, which is the Euro Zone has been above 50 for 47 consecutive months. That’s kind of a long trend. It’s the longest I think we’ve got on here. And that is part of the [audio skip] is probably still not nearly where it needs to be. And I’ve written a number of pieces. One of the things I do is I also write a column for Bloomberg. 

Piece [audio skip] January, when the Euro was kind of at its lower point, talking about these dynamics. Because, at the end of the day, when this is above 50, you get a compounding effect, when month, after month, after month, it’s above 50, it’s not just growth, it’s an acceleration. And it’s a compounding acceleration. In the same way that when it’s – 50 it’s a compounding contraction. So, that’s what’s going on in the economy right now, above 50, things are pretty good on the ISM; that’s positive for growth. 


The Euro Zone is very strong, it’s been continuing to accelerate, and China’s contracting right now. So, if you want to know why oil prices fell, or steel prices are down, why aluminum and copper have had a choppy eight to ten weeks, it’s because in the last two months, this number went into contraction. That’s everything. That’s all I’ve got to say about the economy because, I’ve told you all you pretty much know. That’s it. That’s the whole thing. The whole thing. We’re done. 


Now, I want to tell you another story about data. Because, when we think about technology, we think about robotics, and we think about automation, you hear all these buzz words. And I had a conversation with a guy about a week ago, and I swear, every word out of his mouth was a buzz word. It was crazy. He was like, “Big data. Block chain. Data this. Every word, it was – and you all might know folks like this. So, I want to talk a little bit about what some of these things actually are. And data is one of the biggest things, and everything’s collecting data internet of things – I get it. Not all data is good. 

Let me tell you a little story. So, this is me, I’m a little bit younger. Very unfortunately, I have a button-down collar, but this is me, 2004, and I’m [inaudible] [00:13:28] economist speaking at the Philadelphia [inaudible]. And in 2004 – this was a Fed statement. It’s a couple paragraphs long, kind of short. It fits easy on a slide. You all see the Fed statement that came out yesterday? So, that’s a Fed statement now, a lot more words. Calendar in 2004 kind of looked like this, Fed [audio skip] were released with a [inaudible] lag. 


This is the calendar now, there’s press conferences, there’s doc plots, there’s projections, other implementation notes. You see all these different Fed estimates, so they publish everything; lots of data. And as a matter of fact, three of the federal reserve banks publish their own estimates of GDP. Three different banks have three different numbers. And often, they’re more than a full percentage point different from each other. So, if you look right now, the St. Louis Fed, the New York Fed, and the Atlanta Fed have all estimations of what Q2 GDP is going to be. They’re all different numbers, and that’s the Fed. 

So, if anybody has data about the economy, and we would believe they’ve got it down, they’ve got unlimited economists, unlimited resources; they’ve got it down. All this data: graphs, charts, press conferences, statements, even just the press release that’s three, four times as long as the old one. Look at all this stuff. Does it help? Janet Young said back in August, our ability to predict how the federal funds rate will evolve over time is quite limited. Lots of numbers, lots of graphs, lots of forecasts. Does it help? No. 


So, this is really important. Right? It’s Albert Einstein who said that if you had an hour to answer a question, you spend 55 minutes formulating what the right question is, and five minutes to get the answer. A lot of times, we were looking at this data, we’re looking at it the wrong way. Which [inaudible] [00:15:37] to what I want to talk about some of the things from Jobs for Robots, and we think about the future of work. Here’s the thing, like most people who have a book, I’ve got a team of people running Facebook ads, trying to optimize the cost per click, and some more books, and this… 


My Facebook guys are mad at me because, my book isn’t about robots destroy the world; it’s awful, it’s catastrophic. And I know I write some articles in the media, and so maybe I’m guilty of this, too, but I’m sure you’ve heard the phrase, “If it bleeds, it leads” and nothing bleeds like the Terminator taking all your jobs. Nothing bleeds like that. [Audio skip]. This is why my book is titled: Between Robocalypse and Robotopia. Then, probably there’s a nuanced set of expectations that the future is probably neither all bad, or the other story, which is we all get free money, and we’ll have lives of leisure, and we do nothing, and it’s perfect. 

And like most things, it’s probably somewhere in between. It doesn’t sell very well as click bait nuance – I don't know how many of you have clicked on the eight different nuances of whatever. That doesn’t work [audio skip]. But it’s important for the discourse. You know what the most common last name in the United States is? Anyone? 

Participant:
Johns. 

Jason Schenker:
Johns? No. Smith. [Audio skip] until 1850. Unless you’ve been to a Renaissance Fair lately, you probably haven’t seen a blacksmith at work. And by the way, their last name probably then also would not have been Smith. But 1 per cent of Americans have the last name, Smith. When a blacksmith at 1850 would’ve lost their job because the railroads and factories, what career opportunity did they have? What career search did they have? Newspapers didn’t exist in most places. What kind of training? I guess they could go down the road and find somebody who might want to apprentice them at something else. 


Maybe a miller, or a tanner because, those jobs will be around a lot longer. Right? Nope. So, what did you do? You just kind of went somewhere, and hoped. Today, if you look for [audio skip] career opportunities, I mean, I did a master’s degree at CSU Dominguez Hills. I did it all online. I was my third master’s degree that I completed. I’ve never been to the campus. I defended a thesis remotely. You can do everything online. More access than ever before. Indeed.com, which is a job search aggregator, they have 20 million jobs posted online at any point in time. 


So, while the future change will be more rapid, we do have better tools than a blacksmith in the 1850s. I would also note that we have the experience of history. I mean, my wife’s a project manager, I don't think she’s going to choose the last name, “Ashley Project Manager.” Anybody here picking their last name based on their current occupation? Anybody? No one’s signing up? Why not? Because, we know this happens, unlike the person who was in a career that was a profession for 3,300 years, we know that jobs come and go, we know that the labor market changes, and we know that we have to be adaptive. 

And that’s what’s different. We want to tell you that [audio skip] it’s different, well, it is, but we also have more resources at our disposal. Now, about the transitions there are two things that will determine the outcome, and I’ll talk about this a little bit later. I don’t want to give it away, just yet. But it’ll be a big surprise, I assure you. But I want to talk a little bit about the importance of tech jobs. So, this is, first of all, L.A. unemployment [audio skip] is going to be consistently in the blue. Green, is California, San Jose is orange. I’m not going to talk about all of these. 

But San Francisco is yellow, and San Diego is gray. So, we’re at a good point in the business cycle, and L.A. is in a much better spot than it was a few years ago, and the unemployment rate’s been falling, and we’re pretty much to where we were before the great recession. Now, the national unemployment rate is at the lowest since May of 2001, right now. So, we’ve recovered from the Great Recession, and things have gotten better. Tech jobs are really important from a multiplier standpoint. Because, each job creates other jobs. 

There’s been a professor at U Cal Berkeley, named Maretti. He’s done some research around this. Each tech job creates five additional jobs. So, when you attract a job [inaudible] [00:20:51], you create five more whether that’s in hospitality, or retail, transportation, you create five jobs for each tech job you bring in. Manufacturing has a much lower multiplier; it’s only 1.6. So, for each manufacturing job, you create 1.6 additional jobs. But the tech jobs add a lot. Now, when we talk about information jobs in absolute terms, L.A. is the blue here, then it’s San Francisco, San Jose, and San Diego. 

It might surprise you, as I was having a discussion earlier with Marianne, almost 50 per cent of all the tech jobs in California are in the L.A. region; 48, 49 per cent. All the tech jobs in the state are right here. The reason that – and it’s across a wide number of companies that are here. But the reason it gets lost is because the per cent of tech jobs in say, San Jose is higher. So, this is the per cent of tech jobs compared to the total jobs, and L.A. is the blue. Pretty close to the level of San Francisco, but a lot lower than San Jose. So, when we have conversations about, if we’re thinking about cities, and we’re thinking about why is L.A. different, there’s a couple of reasons. 


Especially, when you compare it to Silicon Valley, this is manufacturing jobs per non-farm total jobs. That’s also a lot higher than L.A., or California, on average, or San Diego, or San Francisco. So, more manufacturing jobs as a per cent of a total, which have a high multiplier, and more tech jobs as a per cent of the total. But the real thing here is – and the question we want to know then is, with half the tech jobs in the state, almost, why is L.A.’s average mean wage lower than everything except San Diego? 


And this is one of our two punch lines as to what determines what happens next with the future of work. It would probably come as a surprise that it all hinges on educational attainment. The average level of education in the workforce determines the income in the area. So, L.A. is lower for high school graduates, at least some college, bachelor’s degree, and graduate degree than any of the other city peers of San Jose, San Diego, or San Francisco. So, logically, if we want to know what the difference is, this is it. 


And I’m going to talk a bit more about this, but this is one of the two factors that determines whether the future looks more like a Robotopia, or a Robocalypse. It’s access to education, and making sure that people take advantage of it. Now, something else that’s going on, and what’s really driving tech in the future of work, and everything is the self-service revolution. The self-service revolution is real. These kiosks, they’re everywhere. I’m going to talk about – I’m going to come back to these guys in a minute. These are Burger King Kiosks. I took this picture last summer.

You’ll see signs in English and Spanish. It’s not L.A. It’s not Texas. It’s Barcelona, Spain. The youth unemployment rate at the time was almost 45 per cent. Total unemployment was around 25 per cent. High levels of unemployment do not prevent the kiosks from taking jobs. Different attributes of the labor market, and tax policy, I’ll get you those later. But we’ll put a pin on that for now. These are probably less friendly kiosks because this is a high unemployment rate area, and they’re taking jobs. 

This is, I think, a nicer ATM, it’s a cupcake ATM, it’s got like a robotic arm. And in Austin, where the unemployment rate is 3.2 per cent, you can’t even find the people you need. And by the way, while the robotic arm is just serving the cupcakes, there’s somebody who has to handmake them, so it actually does create more work, for more people. So, I think that’s the difference, but this is going on everywhere, and we’re going to see more of this. And if we think about – by the way, not only do we have an in-hand classroom, not only do you have an in-hand career search, but where is the storefront? 


Where is that end market? Let me ask you, what per cent of all retail sales in the United States do you believe are ecommerce? Think about a number. We’re going to come back to it. While you’re thinking about a number, I want to – don’t worry, you all keep holding. We’ll come back to it in a second. I want to tell you a little story. I was at Robo Business, up in Silicon Valley, in September. And this is the LoweBot that Lowe’s, the home improvement store has put together. And I’m sure you all have been to these stores like I have.


You walk in, you need a hammer, they’re like, “In it’s Aisle 3”, you’re Aisle 81. This robot takes you there. But more than that, there are cameras on the side that do live, real time inventory management and audit of the store. I know we have some CPAs. We have some CPAs in the room? You all have done audits. You think it’s the best use of your time? Counting wood, at Lowe’s. Maybe you can’t answer. But I’m just saying, counting stacks of wood or bales of filter paper is not a great use of your time if you’ve got an accounting degree, and maybe you’re a CPA, or you have a master’s in accounting. 

And so, the goal is, of a lot of this stuff, to augment the labor force, and get you to your highest billable hour rate. Let me ask, is there anybody here who spends 100 per cent of their time doing their highest value, working at the top of their degree, working at the top of their billable hour, every hour of their life? Anybody? Anybody? No? Nobody? I gave a talk a few weeks ago to the southeast region for [inaudible] [00:27:22], and there were thousands of people there, and there were also no hands. 


So, I have yet to see a hand go up for this. But this is the thing, counting cords of wood, not the best use of your time; there are other things people can be doing. The same thing’s true of what we’re going to see with automation, and AI, and discovery interesting he legal profession. There are different things you can do as a lawyer, but sifting through paperwork for [audio skip] is not necessarily the highest billable hour rate of someone with a very high value degree, and set of experience. 


So, this is the last thing I want to talk about with ecommerce push to kind of help feed that self-service revolution, Amazon Go Store, up in Seattle, this is the case, as opposed to having enhanced store front, you actually kind of go in, and the phone will process the payment for you. But generally, this isn’t the direction we’re going. The direction we’re going is towards that ecommerce. And I know I talked to you a second ago to think about that percentage, and I know you’re a smart group. 

So, I know you all were just yelling out numbers just to tease me. I know you know that ecommerce is only 8.5 per cent of total retail sales. Thinking of a bigger number maybe? You guys weren’t teasing me about the 20, 40, 50 per cent number; 80 per cent, right? You weren’t kidding after all? Here’s, the gig, folks, if you’re like me, you probably have people driving out of your neighborhood all day long dropping stuff off. Maybe you go on Amazon, you need something, or you go on some other online site, and you’re just ordering stuff, and they show up throughout the day. 


The cul-de-sac I live in, there are cars in and out, all day long: trucks, parcel shippers, postal service, Randos, everybody dropping stuff off. We’re at 8.5 per cent. So, the question is how many robots are we going to need when we get to the percentage you were thinking of when I asked the question? Forget 50 per cent, how about 17 per cent, when we’re ordering twice the percentage of stuff online that we are now? We’re going to need all the robots. And this is the big technological challenge of the next 20 years, what we call Last Mile Solutions. 


Flying drones, drones on the ground, I don't know what, automated cars; the whole thing. We’re going to need all of it because our supply chain is set up to ship things in batches and pallets; it is not set up for single-piece distribution. Which, is what it is. Right? We all want something, and they put it in the box, and it shows up the one thing. We’re not set up for that, which is why material handling has already moved a ton of stuff over to robotic and automated solutions. There are just not enough people to pick and pack all the stuff that we need sent to us. 


And it’s only going to accelerate. And we’re only at 8.5 per cent. Automated cars, I don't know if some of you have been in them. I can’t talk about it, but I think they’re ready. There are some challenges, and I know what you’re thinking, it’s not the technology, it’s not the insurance; it’s that people are gross. That’s the challenge to self-driving fleets of cars. Anybody here losing [audio skip] on Thirsty Thursday? You want to get in one of these on a Thursday night if there’s a fleet of self-driving cars driving people around? Probably not, right? 


So, you might see, this is the big idea, that there’s going to be – no one will own a car, and everyone will just order one of these, and it’ll be great. Right? You all have kids. They’ve got to go to soccer practice. If they’ve got to go, they’ve got to go, and there’s no one in the car, and these things are going to need to be cleaned more than they are fueled. So, this is a big challenge. Looks like a real thing, right? There’s nobody there. You’ve heard horror stories of people in Ubers and Taxis, what’s happened in their car. Imagine when there’s not even a person there. Right?


This is a real problem. So, there’s a human element in challenge. I think we’ll get there, but I think what’s more likely is there’s kind of a bifurcated future where some of this is kind of public transport on demand, and some of it is individuals also might have their own vehicles that they kind of trick out with a desk, and a [inaudible] [00:31:59]. So, this might be me. So, anyway, this is where this is going; these things are coming. There is the potential for a job transpocalypse, but let me ask you, if you think – we talked earlier about highest billable hour rates. 


And working at the top of your skillset is driving around in sort of Pinball traffic, trying to avoid getting whacked, a good use of anyone’s time, and I would – probably not. Right? Because, that’s all you’re doing, trying to get from Point A to Point B, trying to look back at some point, think this was quite silly that people were driving. I would also point out, in the 1970s, in a plurality of states, does anyone know what the most common job by number of states was in the 1970s? Anyone? Secretary. It’s a term we generally wouldn’t even use, anymore. And because of software, essentially, most of us are our own secretaries. 

Something that we think of now as an executive admin or an administrative assistant is doing things way above what a secretary in the ‘70s would’ve conceived. That is probably something you might’ve even seen junior executives do. The most common job now, by number of states: truck driver. 30 years from now, we probably won’t use this term, at all. We might say something like semi-autonomous vehicle, engineering dispatcher, or something like this. But “Truck driver” will probably be somewhat pejorative, the way “Secretary” generally is today. 


Jobs at risk and at need – so, on my way over here, I was in a car with a guy [audio skip] and we were talking about this stuff. And he said, “What’s going to happen in the future?” And I said, “Look, we don’t really need people. Right now, we have a shortage of people to drive trucks. And ridesharing, by the way, I had this debate because I’ve been talking to some energy folks about this, they argue that when we move to automated vehicles, miles driven will go on, and fuel consumption will go down. 


I disagree. What happens is a couple of things. One, people who might now have more limited mobility will have more access to transportation. People will, if they’re paying a monthly subscription service, they’ll use it more because, they’ll say, “Hey, well, I’m already paying for it; I’m going to use it more.” And utilization for vehicles, in general, will go up. So, you’ll have not fewer cars on the road, fewer cars in driveways and garages. You won’t be burning less fuel, you’ll just have less fuel in inventory, if you think of that. 

I mean, how many of our cars are out there driving right now? Like, my car, I hope it’s not driving; that would be really weird. But we’re not there, at the automated car, yet, so that’s the thing, utilization on cars are 2 to 5 per cent. Things like ridesharing have increased that, and automated vehicles will accelerate it more, and you might have fewer cars just sitting there with gasoline in the tank, but you’re going to be burning more fuel driving around. I want to talk about where then, the future of jobs is because this is a conversation I have pretty constantly. 


And right now, where we look at where people employed are in the U.S., retail sales is No. 1, truck drivers is on the list of some of the top jobs. There’s a lot of kind of service jobs in here, generally. And the future job creation over the next ten years, big surprise, healthcare. Also, they’re the fastest growing jobs. They’re also going to be the most number of jobs in absolute terms, is going to be in healthcare, something like 13, 14 of the top 20 categories. And this is part of the whole big STEM move. And generally, you’re going to see this move will accelerate because of the [audio skip]. 

And as I mentioned earlier, what determines if a job is automatable or not will hinge almost completely on education. A report that came out in December of 2016, from the office of the president, analyzing what share of jobs were highly automatable by education. Without a high school diploma, 44 per cent of those jobs are automatable. A trade school certificate, only 8 per cent. A bachelor’s degree is 1 per cent. And if your job requires a graduate degree, the per cent of those jobs that are automatable is 0 per cent. 


Now, parts of your job could be automated, and I know there’s a debate about payroll taxes, and robots, and these things. But here’s the thing, software – when we talk about robots, people think it has to look like a human. But a lot of what’s developed as software, and a lot of the tax solutions we look at augment work. So, it doesn’t mean that the future looks like Terminator, or it looks like Star Trek; it might be the Jetsons. We might find this stuff to be just helping us get stuff done. 

But the Robocalypse sells, right? Terminator, all the jobs getting taken. I mean, even like I said, on the way over, I had this conversation with my Uber driver. He said, “Everybody I know is freaked out about the robots.” Everybody. This is really hot right now. This is like Hansel in Zoolander. It is hot right now. And I want to say, too that it sells. Right? How many have seen the Blockbuster about ATM machines? What about the Toll Tag, have you seen that one? 


We very quickly absorb new technology into what we use. Smartphones, we consider – I don’t even know what number we’re on for an iPhone or an Android. It’s pretty much greater with relative on Wii. Right? That was a new one. 20 years ago, it would’ve made people’s brains explode to think about what a smartphone could do. And now, there’s another one. Right? I’m going to get the new one. This is stuff we very quickly absorb. And I would argue that most of the technology that comes will not be exciting enough to star Arnold Schwarzenegger repealing the – coming back, repeat for another Terminator movie, or Keanu Reaves doing another Matrix thing with whatever. 


I think it’s going to be pretty boring stuff that we very quickly are like, “Yeah, this is a thing.” It very quickly gets absorbed, faster than ever. Unlike the railroads, which disrupted for a long time, I don't think over decades, almost a century of disruption, I don't think smartphones have had that same impact. And by the way, 20 years ago, if you told anyone you were doing banking on a phone, they would’ve thought you were crazy. I haven’t seen that Blockbuster movie yet, either. Right? I don’t – “Online Banking, coming this fall.” 


I mean, maybe I should be pitching this. I’m here in L.A. If somebody wants to talk to me, let’s talk afterwards. But I don't think they’re going to make it. [Audio skip] the Robocalypse. What’s this? While we’re talking TV, it’s a Green Room. So, I’ve been in a number of different Green Rooms, doing a lot of TV, guest hosted Bloomberg a number of times over the years. I shared a Green Room with Travis, from Uber, with Michael Aisner, with Karl Rove. Lots of interesting people, lots of interesting Green Rooms. 


This is the most interesting Green Room I have ever been in. It was at UT Austin, one of the biggest universities of the country. This used to be a classroom. People used to come in, and take a class here. And now, professors put on make-up. It’s a Green Room, it’s not a Green Screen Room, and it’s just before the one like the Golden Girls, before a live studio audience, and teach their class. Now, there’s an economy of scale, and of zero marginal cost business here, which is really great. For those in the tech side, this is what you want. You can serve a thousand to two thousand students instead of a couple hundred maximum. 

And the seats are allocated by what TA you have, and what different sector you’re in. And so, you get to come to the class say once a semester. And like the Saturday Night Live line you see out, in New York, it’s maybe not that bad with like people on mattresses and stuff. Some people will wait to see if someone doesn’t show to see if they actually can have a seat in their own class. [Audio skip] just the other day. His daughter goes to University of Wisconsin, she’s out of state, she’s taking all of her classes online, he’s still paying out-of-state tuition. 


There’s no classroom for her to go to. Right? And yet, still paying out-of-state tuition. So, this is something to keep in mind. And I would argue that much like the future of generally robots, between Robocalypse and Robotopia, or self-driving cars, where we have kind of sort of a public transport model, and then, a higher end individual model, the future of education is this is going to be – this is a guild that will be disrupted, and you will see the prices come down as other universities catch on, “Hey, we can just record these classes. 


Put them online. It’s a zero marginal cost business.” And you begin to see that accelerate. It drives down the cost for the online experience, but it will also drive up the cost for the in-person experience. It’s sort of like the difference of if maybe you have friends whose children take French, and they learn it in school. And then, you might have other friends whose children learn French, and the family moves to France for a year. That’s the different 20 years from now between college in-person, and college online. [Audio skip] the big growing movement in [inaudible] [00:42:22] massive online open courses, and simultaneous massive online courses. 

Even I have the futurist institute, which is rolling out professional designations and courses this summer, and they’ll be out by Labor Day. Right? This is a thing. And I think all kinds of education are going to be important to get the workforce where it needs to be is we move forward. It’s formal degrees, it’s vocational training, and it’s informal certifications and courses. We’re going to continue to see this. But lifelong learning becomes even more important now because the workforce is going to be much more rapidly adaptive, and we need to be more adaptive as well. Now, the greatest weapon against Robocalypse is online courses and education. 


Big surprise, education helps determine the future. Policy is another important thing. And one politician has set us on a very dangerous course. And I know we are all thinking about the same person. We are all thinking about Otto von Bismarck. We are. I knew you were because this picture comes directly from the U.S. social security website. Otto is credited with being the grandfather of U.S. social security. This Prussian monarchist, in his metal hat and regalia, this guy, is credited by the U.S. social security administration as the grandfather of it. 


Because, in the 1880s, Otto implemented the first thing that looked like social security. There’s a rising socialist party in a new emerging Germany, and in order to quash their strength, he implemented something they wanted, which was social security. Now, Otto was not – you actually may have heard, he was not the fluffy bunny warm heart chancellor; he was the iron and blood chancellor. That was this guy. Prussian monarchist, iron and blood – social security website. This guy, there was a catch. Average age of benefits was 70. 


Anybody want to guess the life expectancy in Germany, in the 1880s? Come on, let me get some guesses. 62… 

Participant:
50. 

Jason Schenker:
50. 40. 30-year different between when you were expected to die, and when you get the benefits. These are iron and blood numbers. These numbers work. Just saying. They do. Here’s the trick, gang. In 1940, there were 160 workers per social security recipient. Today, there’s 2.8. By 2040, there will be 2. This is the budget. Government is one of those four parts of GDP, it’s about 18.1 per cent of GDP. By the year 2030, that entire 18.1 per cent will be Medicare, Medicaid, Social Security, and the interest on the gap. Good news. No IRS. Bad news, nothing else, either. Entitlements and taxes, only. 


When people ask me what am I worried about. I’m not really worried that much about the robots, except in this perspective. The national debt is 20 trillion dollars. All the sovereign debt of all the countries is 60 trillion dollars. This is a 200 trillion-dollar, unfunded off-balance sheet obligation. Think and run for government. That’s this. 10 times the size of the national debt. Now, I know you’re thinking – I talked about this, I talked about demographics, how does this tie into robots? I think we all know. How are entitlements funded? Payroll taxes. 


While we talk about cutting corporate taxes, or personal taxes, you know what no one’s talking about? Payroll taxes because, they’re going up. People are worried about Obamacare costs, freak out employers… what happens when payroll taxes are 25 per cent instead of 15? You want to see employers freak out? At that point, they’re going to make decisions that don’t make sense otherwise. Policy drives decisions. We could debate all day long whether the future would be a Robocalypse or a Robotopia. Something we will not debate is that companies respond to tax incentives, both positive and negative. 
This is the biggest threat. 


For those of you who watch House of Cards, Frank Underwood is the only politician I’ve heard of really try to tackle entitlements because real politicians know better. Now, the last thing I want to leave you with [audio skip] around things you see and things you don’t, in terms of how technology’s changing. Now, I personally go to Opac meetings twice a year. Gone for about 12 years. This was the meeting in November, and there was a few folks here interested in energy. This was the meeting where they made a big decision to cut their oil production. 


And you can see that the Saudi, Caleta Folen, Prince Abdullah, [inaudible] [00:48:06], they’re sitting there, in the traditional garb, [inaudible] is there, he’s the sec gen, and they’re all sitting on the table. Pretty normal, kind of Opac thing. Before they got to the decision to cut oil production, one of the biggest things Opac’s ever done. You know what they did? They sat around and discussed the UI, UX of their new app. This is their [audio skip], functionalities, and what they think the users will respond at the interface. No joke. This took priority over cutting oil production. 


It was widely kind of overlooked, but everyone is pushing. Every company is pushing to get into the hands of consumers is trying to [audio skip]. Even Opac. There’s a couple of secrets I’ll share, and one of the big secrets I’ll tell you also is that you can bring your mom – if you’ve been going to Opac meetings for a while, it’s – my mom, she likes going. It’s a big Opac secret. There’s another big secret I’d share, and as we talk about Fintech, one of the things I talk about is this. And this is a technical trading chart. And it’s a candle chart. For many years, this was kind of looked down on by people who traded and watched markets. 


And in November of – December of 2014, one of my clients had said we would be doing more analysis of these kinds of charts. I got an email back from one of the foreign central banks we advise. And I thought I was going to be called out. “You’re looking at lines on a chart. This is ridiculous.” Instead, one of the heads of foreign exchange trading at one of the major foreign central banks says, “Dear Jason, thank you so much for doing this. This is so important. This drives markets.” Says a central bank. So, when we think about what does trading look like short-term, long-term…


Maybe you’ve seen the movie [audio skip] you’ve heard the phrase, “After four, you’re a dinosaur.” Right? That’s pretty much how even central banks are thinking about policy. Not in terms of years, or months, but daily [inaudible] [00:50:25]. [Audio skip] is built on some of these things, but not all Robo adivsers are the same. We call the lot of the nature Robo advisers. What we were told on the phone was quite shocking. I’ll save you from it now because I know we’re a little short on time. But it was not good. It makes me a bit nervous. 

But this leads me to the last [audio skip], one that Fintech developed. I saw this poster at an airport last year. “We believe mutual funds should be managed by humans, not robots.” And it taps into two things: 1) the Robo advising thing, and the technical trading thing. 2) And it also ties into robots taking over jobs. Right? When you think of somewhere in the United States – I’ll make it easy. When you think of somewhere in Texas, where you think future technology, the future of work, Robots, Fintech, Robo advising; when you think of that place, that city in Texas, what city are you thinking of? 

Participant:
Austin. 

Jason Schenker:
I know you’re kidding. I know that all of you know that this poster was hanging in Amarillo. Everyone knows. Everyone. And – the disclaimer, I’m sure you’re going to read it. My contact information, it’s here, you can follow me on Twitter. I have a few hundred thousand peeps. You can join me @prestigeecon. And we have a weekly newsletter if you want to receive it. You can text “Robot” to 22828. I’ll be happy to add you to our complimentary financial futurist newsletter, it goes out every week. There’s a podcast, articles, and the whole thing. I might have time for maybe a question or two. Thank you very much. 
Kim McCleary:
Raise your hand if you have a question, and Morgan will bring you the microphone. Thank you. 
Female Participant:
Maybe you said something about it. Did you predict the Great Recession?
Jason Schenker:
So, I was on the risk committee of a large investment bank in August of ’07. Everyone who was in banking in August of ’07, was worth their [inaudible] [00:52:58]. By Labor Day, I had a job working at a privately held consulting firm in Germany. So, yes, I knew. Yes, we knew that housing was going to implode. It was drastic enough where I switched industries, companies, countries. Like that. Please. 

Kim McCleary:
Great comments. Thank you so much. And I know this is a long topic, but could you say a few short words about digital currencies. 
Jason Schenker:
Digital currencies. This is [inaudible], generally. I gave a speech at the end of last month, in New York, and a woman in the group – she was probably about 45, she’s a nurse, and she said, “What do you think about big coin because, I just put my entire retirement into it. And I’m thinking it’s going up, and then, I’m going to sell and put it in gold.” So, this makes me very nervous. A couple of things – and I’ve written an article about this on LinkedIn. You can add me on LinkedIn, there’s an article that I’ve written on it. So, it solves some of the problems – I’m not going to get too deep into this – Austrian economists have with gold. 

Because, if you were ever go to gold as a currency, the minute you announce it, gold goes up so much, and it’s not viable. It moves away from the central bank balance sheets, which is good. But who’s selling the policy? Right? And can it be hacked? And the answer is yes. So, there are a number of articles about this. Bloomberg did one in November. Different wallet hacking. You know, there’s no FDI on Big Coin. And if you buy something, it’s not like with a credit card, somebody charges something for you, you don’t like what you get, you have a vendor problem. 


There is no recourse. So, these things make me a bit nervous, it does solve [inaudible] [00:54:57] concerns around government-produced currencies, but it has a whole other host of problems like who’s controlling. Now, the reason it’s up in value, which is something I did expect would happen this year is because the minor redemptions were cut in half last year. So, the way the currency is created, unlike the Fed, they just run a printing press and whatever – the way it’s created is the number of transactions that take place are processed in a competition. 


There are awards given to minors who are processing these transactions. And the value of those awards got cut by half. So, normally, you’d think the more transactions, the more currency you generate, which is the model. So, okay, as it’s used, more and more currencies create – the reason we got off the gold standard is there wasn’t enough gold to transact on. And we went to Dollars because there were just enough of them out there, and it’s great. Right? But for Big Coin, that was the idea. But by cutting the minor redemptions in half, using more in transactions, but actually producing fewer, Big Coins drives it up. 


But there are these other things, and then, there’s – when someone in nursing says, “I put my whole retirement in it today” that makes me a bit nervous. And by the way, I also had lunch with a CEO last week who also said, “Hey, I’m thinking about throwing” CEO of a bank “I’m thinking about putting some more money into Big Coins.” When I start having these conversations on a regular basis, it makes me nervous. Please. 

Male Participant:
Thank you. I have a two-part question 

Jason Schenker:
Sure. 

Male Participant:
One is that over 50 per cent of pension plans here, in America are upside down. That means there is going to be a real congestion at retirement age for many Americans. That’s a big impact. I want you to comment on that. And then, secondly, the idea of “Conceived in America manufactured in the East” adapted in Japan. Where does Africa play a part in that concept? It seems, to me that would be the lowest price point right now for manufacturing. 
Jason Schenker:
Great. Thank you, Carl. So, a couple of things I’d say about this. And the first thing about pensions is – and I think we all know this. What’s the best kind of autoworker to be in the United States? A retired one. Right? Someday, this will be true of all workers in defined benefits pension funds. Which, includes not only pensions for cities, and states, and for different other sorts of companies, and public and private sector. But it’s entitlements, in general. And someday, the best kind of American worker in general to be, will be retied. 

You’re already getting the benefits, you’re good, everybody else, oh well. The problem is people keep saying – they’ve said this now for, since I was a kid, “Our children, oh man, it’s going to be so bad for them.” The bad news is that it’s not really our children anymore; it’s probably us. Right? So, we keep saying, “It’s going to be so bad for my kid” no, it’s going to be bad for everybody. So, I think this is a challenge because as we move towards – at 2030, what are we going to do? And by the way, that’s based on the low interest rates that we’re – kind of this kind of environment we’re in, that we’ve doubled the national debt in less than a decade, and interest rates are half of what they were. 


If interest rates go up, financing the debt goes up, and these things happen a lot faster. So, there’s no easy solution, there’s just going to be a lot of pain with it. And as for Africa, so what we’ve seen a lot of technologies in Africa is Leapfrogging, so rather than build landlines, everybody uses cell phones. Rather than building branch banks, people bank with their phone. So, I think for Africa, you’re going to see that Leapfrogging. For manufacturing, it has long been held, for many decades, by most economists, that all manufacturing, generally speaking, will all end up in Africa. 


However – because, that’s the lowest marginal cost, workers – there. However, with automation, that might not be the case. So, and I would argue that one of the challenges for a number of African nations is that they have commodities. And if you have commodities that sometimes can stunt the educational development in those countries, if it’s not made a priority. In other words, there’s enough money coming in, people aren’t worried about tech jobs, or generating other revenue because there’s enough money coming in from elsewhere. 


And so, you’re beginning to see Opac members in other countries begin to shift, and try to move their economies to develop those parts that aren’t just tied to raw materials. So, I think you’re going to see that increase, but the lowest cost, marginal cost to manufacturing, honestly, one of the lowest cost places could end up being here just because of automation. 
Kim McCleary:
Last question. 
Jason Schenker:
Last question. Please. 
Male Participant:
As a futurologist, can you tell us what’s going to happen to the U.S. stock market for the remainder of this year, and next year? 

Jason Schenker:
So, I’ve been asked a question of – that requires me to mention all kinds of disclaimers, and tell you I can’t tell you unless we have a retainer situation in place. But what I can tell you is this, the recent move-up in the stock market is not a reflation trade. Right? You’ve heard this, “Reflation.” What reflation? The core CPI, and the CPI are both below 2 per cent. Why is the stock market –. 15 months ago, the stock market was at 15,500. It’s not up because inflation popped out of the woodwork. It’s a revaluation trade. 

So, I happen to be a certified valuation analyst. Anybody here done valuation work? I’m looking at my CPA friends over here. Anybody done valuation stuff? And now, there’s two ways to value companies – there’s three, but we’ll just do two. So, there’s a liquidity value we won’t talk about. There’s market cap, which is number of shares times a share price. It’s the market cap, and that’s the number you’re [inaudible] [01:01:00] NBC, “This company’s worth 100 billion, or 200 billion…” They’re doing share price times number of shares. 


There’s another way to value companies, that valuation analysts do, which happens for private company valuations. It’s called a discounted cash flow model. And when you do a DCF model, there’s a plug in the model. My accountants, it is the corporate tax [audio skip]. If you put in a smaller corporate tax rate, the value of the company you are assessing goes up. Equity analysts on Wall Street, do not just do market cap. They don’t just do [audio skip] times number share gives you a number. The ones where [inaudible] do DCF models, and they are looking at the corporate tax rate. 


And the private company valuations, and the public company valuations that have been recently are expecting lower tax rates than we see. If you expect a lower tax rate, naturally, every company in the country is worth more. By financial definition, they are worth more. But if the tax cuts don’t happen, you have to unwind that. And it unwinds quicker than it winds. So, to get to your question, the answer lies much like with other things, with the Jobs for Robots, and Roboapocalypse and Robotopia, with fiscal policy. 


Do you believe tax cuts are happening? Market has more to run. If you think they’ll falter, there’s a lot of doubts. And with that, I thank you very much for being here today. Thank you. 
Kim McCleary:
Thank you so much, Jason. That was fabulous. Thank you everybody. Hope to see you at Towne Hall. 
Participant:
Nice job. 
[End of Audio]
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