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For the Week of 
December 14-20

ECONOMIC ACTIVITY

U.S. consumer prices posted a second straight record decline last month, falling 1.7% on a seasonally adjusted basis. This is the largest drop since the government started compiling the figures in 1947 and well in excess of the 1.3% decline Wall Street economists had expected. Excluding food and energy, prices were unchanged.

U.S. retail sales fell 1.8% in November because of lower demand for cars and falling gasoline prices, the Commerce Department reported, but the decline was milder than expected as consumers boosted spending for clothes, electronics, food, and furniture. Excluding auto sales and gas-station sales, retail sales climbed 0.3% in November.

The Small Business & Entrepreneurship Council (SBE Council) just released its 13th annual rankings of the states according to their public policy climates for small business and entrepreneurship in the "Small Business Survival Index 2008: Ranking the Policy Environment for Entrepreneurship Across the Nation."  California is ranked 49th. For a complete list of state rankings, and to access the "Small Business Survival Index 2008" report, please look for the Index image on the right hand side (right below "Business Tax Index 2008") at www.sbecouncil.org. 
FED ACTIONS
The Federal Reserve, urgently rewriting its playbook to fight a deepening recession, cut its benchmark interest rate to as low as zero. The Fed's action was unprecedented in the central bank's 95-year history. 

For the first time, the Fed created a target range for its funds rate, putting it at zero to 0.25 percent. That was a dramatic reduction from the previous rate, which was at an already low 1 percent. 

The radical action underscores the breathtaking deterioration in the U.S. economy and the stability of the financial system this fall and even since Fed policymakers last gathered in late October. Yet, before the Fed announcement, information was released about housing starts for November, plunging by almost 19 percent, the most in a quarter-century. And consumer prices fell by a record 1.7 percent in November, the second straight monthly decline, raising fears the nation is in a dangerous bout of deflation.
With the Fed's key rate sinking to near zero, the central bank moved into uncharted territory. Still, Fed Chairman Ben Bernanke insisted the central bank isn't running out of ammunition to fight the crisis. "The Fed will employ all available tools to promote the resumption of sustainable economic growth," said Bernanke.

Since the start of the recession, the economy has shed nearly 2 million jobs. Analysts predict 3 million more will be lost between now and the spring of 2010. The recession is shaping up to be the longest since the Great Depression.

Still, some economists say there are two problems that lower rates don't address: the reluctance of people worried about their jobs to take on more debt, even at low rates, and the unwillingness of banks to lend to some people who do want to borrow.
TECH TUMBLE

The two sectors that were thought to be insulated from the current financial crisis, tech and telecommunications, the slowdown has had an unfortunate impact on these sectors nationwide due to business customer cut backs. Last week, the two sectors combined saw the elimination of over 84,000 jobs nationwide.  This can be seen with major lay-offs illustrated in the telecommunications sector such as  AT&T and Sprint and can also be seen in the tech sector by Sony, Yahoo, Fairchild, Scan Disk, AMD, Adobe Systems, Sun Microsystems, Applied Materials, and National Semiconductor to name a few.

BUSINESS ACTIVITY

San Jose based Fairchild Semiconductor announced that it is laying off approximately 1,100 people or 12 percent of its staff, as part of a company wide restructuring. According to the firm, the moves are part of a bid to reduce operating expenses at the firm. The company said the cuts are expected to save the firm approximately $33M in annual payroll expenses.

Sunnyvale based Silicon Graphics (SGI) announced it plans to cut 225 positions, or roughly 15 percent of the firm's workforce, as part of a plan to reduce operating costs. According to the firm, a maker of computer hardware, the move is part of a response to the global recession. SGI identified the cuts include a number of executive and senior level positions.

Milpitas based Scandisk confirmed that it plans to cut 10 percent of its 3,000-member worldwide work force caused by cut backs by its customers hit by the economic downturn.
Office Depot plans to close 112 stores, six in California out of the 150 that exist in the state.

Those scheduled for closure are Atascadero, Cerritos, Citrus Heights, Milpitas, Rocklin and 

Santa Clarita.  In addition, the Boca Raton, Florida based retailer will also close 6 of its 33 distribution across the nation.  Office Depot has over 1,100 stores nationwide. The closures are estimated to impact 2200 workers.

KB Toys, the Pittsfield, Massachusetts based toy chain has announced that it has filed Chapter 11 bankruptcy protection with plans to close stores. This closure includes 44 stores across California.  To see the list of stores, go to http://locator.mykbtoysstore.com/STATES/kbca.htm 

Sigma Designs Inc., a manufacturer of semiconductors for the consumer electronics industry, announced Thursday that it has agreed to acquire a wireless start-up; Zensys Holdings Corp. Financial terms of the transaction were not disclosed. Headquartered in Fremont, Calif., Zensys develops single-chip radio frequency processors.

Lake Forest based Western Digital, the world’s second-largest maker of hard-disk drives, plans to cut 2,500 jobs and halt most of its production for almost two weeks after orders slowed. The cuts equal 5 percent of the workforce, Western Digital said in a statement. Western Digital also plans to reduce the use of temporary workers and make executives, including Chief Executive Officer John Coyne take pay cuts. “The economic slump has led to lower prices than forecast, and the company now expects the slowdown to last through the middle of 2009,” Coyne said in the statement. 

Sunnyvale based PLX Technology announced that it has acquired Milpitas based Oxford Semiconductor, a provider of semiconductors for the storage market. PLX said it will pay 5,600,000 shares of its common stock, and a promissory note for $14.2M for the firm, or approximately $28.8M.

Milpitas based Intersil announced it has signed a definitive agreement to acquire Zilker Labs, a developer of semiconductors for the mixed-signal power conversion market.

Santa Clara based Macrovision announced that it has sold its TV Guide network properties to Allen Shapiro and One Equity Partners. The deal is worth $255M, plus up to $45M in earn out. The deal includes tvguide.com and the TV Guide Network properties

VENTURE CAPITAL
San Francisco based software-as-a-service provider Aravo Solutions announced it has raised $7M 

Los Angeles based Image Metrics, which is developing facial animation products for the entertainment industry, announced it has raised $6.5M

Fremont, based JackBe, a developer of "mashup" software designed to help businesses using service-oriented architecture (SOA), said on Tuesday that it has raised $5 million
Dotblu, the San Francisco-based developer of an online casual games community, has raised $2 million in its first round of funding, PEHub.com reported, citing a regulatory filing.

Tagged, a San Francisco-based online social network launched in 2004, announced it has raised $5 million.  The company said that it will use the proceeds to expand services and features on its site. Tagged.com now claims over 70 million registered users for its youth-targeted "social discovery network," which offers profile creation, widget embedding, integrated video and chat."
Pixim, a Mountain View based developer of imaging technology for the surveillance camera industry, said on Wednesday that it has landed $13 million.  The company said that it will use the proceeds to accelerate its growth in foreign markets and enhance product development. Pixim's image sensors and processors are incorporated into more than 300 models of surveillance cameras. The company's technology is designed to improve picture quality under a wide variety of lighting conditions.

DEVELOPMENT

Opus West Corp. says it has completed the first phase of its Opus Logistics Center – Stockton, the largest new industrial park development in Northern California. Constructed and ready for occupancy are two speculative buildings of approximately 388,000 square feet and 736,000 square feet, the latter being the largest speculative industrial building available in Northern California. The site is in a State Enterprise Zone, and Opus West recently gained approval for Foreign Trade Zone status from the U.S. Department of Commerce, which will provide lower shipping costs and faster processing of international shipments for companies

