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WASHINGTON—At 
last, after a nerve-
racking six-month de-

scent, the economy appears to be 
leveling off.

But don’t assume the bumps 
are over.

Stock investors, shoppers and 
home buyers are less jittery. Once-
frozen credit markets are slowly 
thawing. And economic indicators 
that had been going from bad to 
worse are showing signs of stabi-
lizing—though still at distressed 
levels.

There were fresh signs Thurs-
day that the full force of the reces-
sion may be petering out: a strong 
profit forecast from Wells Fargo, 
a drop in unemployment benefit 
filings and several retailers pre-
dicting solid April sales. On Wall 
Street, the Dow Jones industrials 
rose nearly 250 points.

Still, with unemployment rising, 
it will be at least several months 
before the country’s economic en-
gine pops into a growth gear. Job 
losses—and the fear of them—act 
as a headwind against consumer 
confidence and spending, which 
account for more than two-thirds 
of the US economy.

“The sense of a ball falling off a 
table, which is what the economy 
has felt like since the middle of 
last fall, I think we can be reason-
ably confident that that is going to 
end within the next few months, 
and we will no longer have that 
sense of a free-fall,” President 
Barack Obama’s top economic 
adviser, Lawrence Summers, said 
Thursday, April 9.

But Summers, who spoke at the 
Economic Club of Washington, 
said it was too soon to forecast 
how strong the rebound would be 
and when it would take hold.

The economy shrank at a 6.3 
percent rate in the final three 
months of 2008, the worst show-
ing in a quarter-century. Some 
economists say it fared about as 
poorly in the first three months of 
this year, while others expect a 4 
to 5 percent rate of decline. The 
government releases its initial es-
timate at the end of April.

And the economy is still shrink-
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A business advertises a sale of up to 50 percent off on Chicago’s Michigan Ave. Thursday, April 
9, 2009, in Chicago. March same-store sales fell for the sixth straight month, as consumers 
continued to shop cautiously and stick mostly to necessities such as food, but there were 
some glimmers of stabilization in retailers’ reports on Thursday.
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ing in the April-June quarter—per-
haps at a rate of 2 to 2.5 percent, 
some analysts say.

When will it grow again? Maybe 
the final quarter of the year.

The scenarios charted by econ-
omists are consistent with Federal 
Reserve Chairman Ben Bernanke’s 
hope that the recession, now in its 
second year, will end this year.

Bernanke, however, has been 
quick to caution that this will 
happen only if the government 
succeeds in stabilizing financial 
markets and getting banks to lend 
money more freely again to both 
consumers and businesses. To 
that end, the Fed recently plowed 
$1.2 trillion into the economy in 
an attempt to reduce interest rates 
for mortgages and other loans.

Even in the best-case scenar-
io, the unemployment rate—now 
at a quarter-century high of 8.5 
percent—is anticipated to climb 
to 10 percent by the end of this 
year.

History shows that the jobless 
rate moves higher well after a re-
cession has ended. That’s because 
companies won’t want to ramp up 
hiring—often their single-biggest 
expense—until they feel confident 
any recovery will be lasting.

Consumers, whose sharp cut-
backs in spending plunged the 
country into a steep economic tail-
spin at the end of last year, seem 
to be gradually spending more 
freely.

On Thursday, April 9 Wal-Mart 
Stores Inc., the world’s largest 
retailer, said sales at stores open 
at least a year increased 1.4 per-
cent in March. However, discount 
retailer Target Stores Inc.’s sales 
fell.

The government reported last 
month that consumer spending 
rose in February for the second 
month in a row—after a half-year 
of declines.

Shoppers’ appetites to spend 
should get a lift later this year from 
tax cuts contained in Obama’s 
$787 billion economic stimulus 
package. Tax credits of $400 per 
worker and $800 per couple trans-
late into about $13 a week less 
withheld from paychecks starting 
around June.

The hope is that the added con-
sumer spending will prompt retail-
ers to replenish inventories, which 
have been cut nearly to the bone 
during the recession. That would 
require factories to boost produc-
tion, creating a ripple of positive 
economic activity.

Another positive flicker came 
from the Labor Department, 
which reported that the number of 
newly laid off Americans filing for 
unemployment benefits dropped 
by 20,000 last week to 654,000.

Although credit and financial 
conditions have shown some 
signs of improvement since the 
worst of the crisis last fall, they 
are operating far from normally, 
Fed officials say. 
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