Economic recovery: Are we ther:

E_conomy starting to show promising
signs, but obstacles still loom ahead

By Paul Davidson
USA TODAY

Nurse Next Door, a Ca-
nadian home health care
provider, is fielding 100 in-
quiries a month from pros-
pective franchisees in the
USA, up from 20 in spring.

Radnor, Pa., has seen two
dithering clientslose out on
office building purchases
to other buyers in the past
two weeks — a phenome-
non that hadn't occurred in
about four years.

i And in the last month,
siz customers of Maykus
Custom Homes have
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yet?

ing it's time,” says Nigel
Gault, chief U.S, economist
at THS Global Insight.

» The jobless rate last
month feli 0.4 points to 8.6
percent, the lowest since
March 2009. Although the
decline was partly because
of a 315,000 drop in the la-
bor force as discouraged
job seekers simply gave
up, employment is up an
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signed letters of intent to
buy newly built houses in
the Fort Worth area. The
previous average: one a
month — maybe.

Four years after the re-
cession officially began in
December 2007, econo-
mists, businesses and ¢on-
sumers alike have ex-
pressed a growing opti-
mism about the recovery in
recent weeks. The more
confident, if still tempered,
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outlook is taking shape as
the nation seems tobe navi-
gating past some big stum-
bling blocks —such ashigh
gas prices — that have im-
peded growth most of this
year. Sqme recent encour-
aging signs:

» Vehicle sales in No-
vember rose 14 percent
from a year ago tO an annu-
al rate of 13.6 million —
their best showing since
cash-forclunker  incen-

tives drove purchases in
August 2009, Economists
cite, in part, the recent eas-
ing of auto shipment dis-
ruptions that followed the
Japanese earthquake early
this year, as well as a less
diffident consumer.
"“We're getting some
pent-up demand kicking in
where people who have not
replaced for a long, long
time, particularly if they're
stil working ... are decid-
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average 321,000 a month
gince August, according to
the Labor Department’s
household survey. Most en-
couraging: Much of the hir-
ing appears to be by small
businesses, which, typical-
ly fuel job growth in a re-
cOvVery.

» The housing market,
though still anemic and
weighed down by foreclo-
sures, is showing small
signs of life. In October,
pending home sales rose
10.4 percent from Septem-
ber, and permits for new
single-family homes were
highest since May 2010.
Builder sentiment also has
edged up the last two
months and is at an 18-
month high.

Even so, the recovery
remains relatively tepid
amid lackluster household
income growth and still
lacks sufficient momen-
tum to generate enough
jobs to significantly lower
unemployment next year.

And financial turmoil in
Europe could still derail
the upswing. Stocks have
fallen more than 3 percent
this week after Fitch Rat-
ings and Moody’s said an
agreement at a European
summit last week does lit-
tle to alleviate the massive
debt burdens of some coun-
fries.

Many economists comn-

sider a European recession
almost certain. That would
hobble U.S. exports and cut
economic growth slightly,
but only a meltdown that
paralyzes global credit
markets would push the
U.S. back into recession,
(Gault says.

On the plus side, Demo-
crats and Republicans in
Congress now seem com-
mitted to continuing this
year's Social Security pay-
roll tax cut and extended
jobless benefits for the
long-term unemployed
through 2012. Failure to ex-
tend the tax break would
shave about half a point off
economic growth next year
and cut employment by
450,000, says Mark Zandi,
chief economist of Moody's
Analytics.

The more buoyant out-
look has lifted stocks. The
Standard & Poor’s 500 in-
dex is up 10.2 percent since
hitting a recent low Oct. 3.

After expanding at an
annual rate of just 1 per-
cent in the first half of this
year, the economy grew 2
percent in the third quarter
and is on pace for 3 percent
growth in the fourth quar-
ter.

Most economists expect
uninspiring  growth of
apout 2 percent next year
— far short of the 3 per-
cent-plus needed to make a
dent in unemployment.
Zandi says many business-
es will net ramp up hiring
significantly because
they'll remain uncertain

about taxes, federal spend-
ing and regulatory reform
until after next year’s elec-
tion shuffies a politically
divided government.

Some are more bullish.
Dean Maki, chief U.S. econ-
omist of Barclays Capital,
expects the economy to
grow about 2.75 percent
pext year as it hits a 3 per-
cent pace by the second
half on stronger income
growth, higher stocks
since 2009 and lower infla-
tion. That should be
enough, he says, to gener-
ate about 215,000 jobs a
month in the last six
months of 2012 — more
than the 150,000 or so that
many economists expect—
and cut unemploymenti to 8
percent by year’s end.

A big reason for the
fresh optimism is & pickup
in small-business hiring.

In November, small-
tirm owners increased em-
ployment slightly for the
first time in five months,
according to a survey by
the National Federation of
Independent Business,

Small businesses also
accounted for more than
half of the 206,000 jump in
private employment last
month reported by payroll
processor ADP. Many of
those firms are startups,
says Diane Swonk, chief
economist of Mesirow Fi-
nancial.

uTt smells like things are
getting better,” says Bill
Dunkelberg, NFIB’s chief
economist.



