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1 Economic
forecasts

climb

as

orders rise

Home sales jump best in 47 years;
factories fuel sustained recovery

By Afan Zibel

and Christopher S. Rugaber

THE ASSoCIATED PRESS
WASHINGTON —

Sales of new homes took

the biggest monthly jump

in 47 wears in March,

while orders for most
large manidactured prod-
ucts rose by the largest
amount since the reces
sjon started.

The two reports were a
sign that the recovery is
picking up speed, and
SOINE eConomists are rais-
ing their estimates for
LS. economic growth
this vear.

“Therecovery has been
proceeding at a more rap-
id pace than we thought,”
saifl Zach Pandl, econo-
mist with Nomura Secur-
ities in New York.

Factories are benefiting
from a sharp increase in
orders from LLS. and for-
eign businesses. But the
housing market’s fuel is
coming from a less sus
tainable source: govern-
ment subsidies. Some
analysts predict demand
for homes will fall again
over the stitnmer, prevent-
ing the beleaguered sec-
tor from adding much to
the economic recovery.

The government is of
fering an $8,000 tax credit

for first-time buyers and
56,500 for current home-
owners who buy and
move into another proper-
ty. To qualify, buyers must
have a signed contract
complete by the end of
nextweek and need to fir-
ish their transaction by
the end of June.

\“-"hilae the hglnmhuﬂd-
ing indusiry's future re-
mains shaky, other busi-
nesses are accelerating
their spending. That's crit-
ical to nation's recovery
because consumers aren't

spending as freely as in

previous rebounds.

New orders for durable
goods — those expected
to last af least three years
— fell by 1.3 percent, the
government said, But ex-
cluding demand for air-
craft and other transporta:
tion goods, erders surged
2.8 percent, much more
;-hdgn analysts had project-

The report was evi

dence that businesses are |

spending more on new
equipment in anticipation
of a shronger economy.
“IFirms are finally put-
ting their monev where
their mouths are and bet-
ting on a rebound,” Diane

See ORDERS on page 3A
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Swonk, chief economist at
Mesirow Financial, wrote
in a note to clie:]*:]ts. i

Apart from a big drop in
the aircrafl industry, the
gains in durable goods or-
derswere broad-hased. Or-
ders for capital goods such
as machinery and comput:
ers — a4 key measure of
business: investment —
jumped by 4 percent, more
than many economists
forecast and the second
straight increase.

Companies are also in-
creasing their mventories,
the report Friday showed,
though at a modest pace.
Rising inventories can be a
sign of confidence in future
sales. Stockpiles of durable
goods rose (1.2 percent in
March, the department
said, the third ight
monthly gain.

ries during the recession to
bring them in line with sag-
ging sales, companies are
replenishing  their ware
houses. That shift boosts
production and accounted
for about two-thirds of the
economy’s 5.6 percent
growth in last year's fourth
fuarter.

Next Friday the govern-
ment will release its firstes-
timate- of the economy's
performance for the Janu-
ary-to-March quarter.
Economists forecast it will
show growth of 3.5 per
cent, according to Thom-
son Reuters,

That's normally a
healthy pace, but it's slow-
er than many previous re-
coveries. Economists also
worry that it's not strong
enough to quickly reduce
the nation’s unemploy-
ment, currently at 9.7 per-

cent.

Major homebuilders like
Lennar Corp., Hovnanian
Enterprises Inc. and MDC
Holdings Inc. are aggres

After slashing invento-

sively

downs to April 30 or “last
chance” sales on their web-
sites.

MDC Holdings, which
builds commmunities in 10
states’ under the name

| Richmond American
Homes, is also offering to
gay closing costs for

| buyers, But CEO Larry Mi-
zel warned mvestors Fri-
day, “we remain cautious
due 1o the impending expi-
ration of the federal home-

| buyer tax credit and de-
pressed overall economic
condiions.”

Nishu Sood, an analyst at
Deulsche Bank, said after
the credits are gone, “the
must likely scenario is that,
starting in May, sales will
fall off again,” said “Youwill
see a letdown.”

New home sales rose 27
percent in March, bounc
mg off February's record
low, the Commerce De
partment said Friday. They
rose to a seasonally adjust
ed annual pace of 411,000,
the strongest month since
last July,

Economists surveyed by
Thomson Reuters had ex-
pected a sales pace of
380,000, Febryary's results
were revised upward fo
324,000, but remamed an
all-time Iow, Sales had been
especially weak over the
winter, partly due to bad
weather,

The d=ze in néew home
sales was seen nationwide.
Sales grew a whopping 44
percentin the South and 36
percent in the Northeast.
They also rose about b per-
centin the West and 3 per-
cent in the Midwest,

The median sales price
was 5214,000, up more than
4 percent from. a year ear-
lier but down more than 3
percent from  Fébruary,
The number of new homes
up for =sale in March fell 2
percent to 228,000,

Still, new home sales are
down 70 percent from their
peak in July 2005 and
some analysts predict they
will sink back to the win-
ter's dismal levels after the
tex credit runs out,
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promoting  count-




priced items chosen for
longevity, quality and de- _
sign, and less in quantity."
‘That helps explain why =
some of the bottom dwell-
) ers on last year's sales
5 | charts, including Neiman
= o Marcusand Saks Fifth Ave-

_.' I - -— — —— = .= "_'-.,_

An advertisement at the future site of the Hollister Co.
clothing store is reflected on the window of designer st.
John retail store on New York's 5th Ave. '

MARY ALTAFFER / Tha Associated Press

nue, have seen big in-
creases in the past couple
of éﬂﬂnﬂl&. -
usiness consulting firm
Bain last week predicted a

4% increase in the global

hxury goods market in
2010after an 8% decline last
year. (North and South
America are expected to
gain 4% as well) Sales of ac-
cessories, shoes and leath-
er are expected to rise 5%,

ardl apparel, watches and
jewelry are forecast to
grow 4%, ] _

Still.  Neiman Marcus
and Saks are adjusting o
the realities of the postre
cession consumer. Neiman
Marcus is testing a concept
for instore departiments
geared toward the “aspira-
tional® (read: not rich)
shopper, Saks said last
month that it is closing its

| Portland, Ore., store.

But Saks CEO Stephen
Sadove says he's hearten-
ed by recent trends.

“Customers are starting
to shop again, and we are
hearing many anecdotes
from our stores that they
are seeing customers they
haven't seenin Some time,"
said Sadove. “They have
pent-up demand.”

Midprice stores win

Stores that sell more to
the middle class have dane
well as the economy has
improved. Rist says J.C.
Penney is increasmg in
popularity among survey
respondents. (8
carnings, released Thurs
day, show firstquarter

With “a number of things
sfill weighing on the con-
sumer family budget,” Pen-
ney CEQ Mike Ullman
says, shoppers continue to
be “pragmatic about where
they spend.” He says that's
leading rhore to try — and

-stick with — the midprice

department store.
“People who do come

and discover u? aren'tlre-
turning to their former loy-
alties,” Ullman says,

says that while discounters

‘have gained a lot of market

share, their sales increases
flatten when the economy
improves.

“People are getting tired
nfbeingthrenfflv' . says Wyss,
“You formed a solidarity
with the unemploved by
shopping at Walmart, and
now vou don't have to do

that anynore.”
 Discownters don’t tend
to “distinguish  them-
selves” in areas outside of
50 Penrey tries to get con-
sirmers in to buy socks and
keep ngm with an increas-
ingly diverse p_of
brands and wtﬁ%
ers

" They've attracted Stew-

“arl, who uses the hair salon

and shops Penney sales
racks along with the Lands’
End department at Sears.

Stewart, who had a baby
five months ago, says she
needed fo get a new ward-
robe that fit her better, so
she started shopping more
for clothes for herself rath-
er than for her children,

“T decided to take more
ime oul for me and my
look,” says Stewar!.

She also couldn't bear to
look at her 4yearold
daughter's room, which
wasn't fully furnished.
She's been gradually buy-
ing accessories for the
room, some from a high-
end consignment shop,
and is working with a de-
sign expert on how to ar-
range the room once she
buys larger pieces from a
furniture store.

Like many, Stewart and
her husbarnd are sticking to.
a budget but letting them-
selves enjoy spending a hit.
They decided, “Let’s go out
and do things and make
the place more livable and
likable,” she says.

“We're going to make
good investments, as we
know we're going to have
them for a while," says
Stewart. “There's no point
saying ‘'no’ to ourselves
atiymore.”



