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THE BUMPY ROAD TO ECONOI'IIC RECOVERY

THB U.S. ECONOMY IS ON THE ROAD TO RECOVBRY. Thla has been increaelngly

apparent Btnc6 the beglnnlng of 1983. Flgure8 that doplct ttrength ln tho economy,

such ag rlstng lndustrlal productlon, lncreaeod factory orders, and surglng r€tall
sal68, ere belng reclted by government economists. Yot chengoE ln somo lndlcators,

euch ag lnterest rat€8, tho money supply, and unemploymont, lmply that the roed to

recovery may be a bumpy one. Whatsvsr lts course, lt ls unllkely that this recovory

will come to an abrupt halt ae dld th6 on€ tn 1980.

There ls ltttl€ doubt that th€ oconomy ls expandlng. Revlsod U.S. Department of

Commercs flgures show that the gro6s national product (GNP) grow by aboul 2.5

percont ln thls yearre flrst quart6r. Th6 productlon of goode and eervlces, which

comprlses th6 GNP, ie llkely to contlnue to expend ln th€ second quertor and beyond.

ThtB projoctton ls baeed on thB fact that industrtal productlon ln Aprll, the flr8t
month of tho Becond quart6r, wa8 up by 2.1 percent; f8ctory ordere, which lead to
Bubsoqu€nt n€ar-t6rm productlon, were also up 2.1 percent; and sales ln May by tho

t6n larg€st r€tallers ln th6 United States were 3.6 porcont to 23.8 percent hlgher
than ln th6 same porlod a y6ar ego. Such strong saloe lndlcate that thos6 r6tallerB

are llkely to lncreaao thelr orders of goods to replace tho8e that w€r€ recontly sold.
The road to recovory may be lmpeded by thr6€ factors. Flr8t. tntorest rat68 aro

llkely to remaln hlgher than usual. In additlon, th6y may move upward occaslonally,

aB thoy have ln r6c6nt we€ks, rathor than downward continually, ae would b€ pr6-
ferred. S€cond, one msasuro of tho mon€y supply, lill (prlmarlly cash and checklng-
typ€ d6po6lts), grew at an 11.9 percent rat6 from last October, 1982, through March,

1983, almost 4 percentage polnts hlghsr than targeted by tho Fodoral Reserv6. Such

growth, larg€ly attrlbutablo to th6 n6w banklng accounts lntroducod natlonwldo laet

October, brlngs concern about renewed lnflation and r€strlctive monetary policy
(hlgher lnterest ret€8) to lnvestora and consumers allke. Flnally, th€ un€mployment

rat€, currontly at 10.1 perc€nt of tho labor forc€, may rlee brlefly this summar as

discouraged Job eeekere ro€nter th6 work force to look for Jobs.

Dosplte th686 thr6o factor8, the recovory ls llkely to contlnuo. The Dopartment

of Commercers index of Ieadlng economlc lndlcators rose 1.1 p€rcont tn AprU, tho
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tenth consscuuvo month ln whlch e rlee has taken place. Th6 factor whlch contrlb-
ut6d most to the rls6 was the lncrease tn th6 evorage Amerlcanrs work we6k. Thlg

bodee well for tho unemployed; aa th6 currontly employed r6ach th6k llmlts on regu-
Iar and overtlme work houra, companlee wlll Btart to r€hlr6 workerg. Flnally, con-
sumor confldence hae surged ln Aprll, ae lndlcated tn th6 Univerelty of Mlchlgante

conaumor confldonco lndex rlee from 80.8 to 80.1. Thls level has not been eeen elnce

May, 1977.

If tha rocovery oondnues, the farm economy wlll beneflt. Increased conaumor

spending ehould be reflocted ln fmd purchaaea. oepecially of meat. An lncreaeed

demand for m6at wlll help Bupport farm llveetock prlcee. In the longer run, a8 the
U.S. oconomy rocovera, the world oconomy wlll also recovor, reeuldng ln lncreaesd

oxport domand for U.S. agrlcultural commodltlos.
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