Sctob

iy

" 18, 13839

™
£ 5
~d
13
3
a8
i
iis
[t8

7738392 CIALOG Fils 6&9: NEWIWIRE AZAP ¥Usz Format 8 for FULL TEXTX
Enges in 2conomy, businzss fostsr zoft landing.

Ezarsy, Sharman

K=utairs R OOSO@L01 oct 5, 18839

FILEZ: NW Fila 8§
\\AIL“EILITY FULL TEX
CEZCRIPTORZ: United 5t

2z LINE COUNT: 00083
ates zcenomic conditions--Analysis

3

CHANGES IN ECONOMY, BUSINESS FOSTER SOFT LAMNDING
BY SHARMAN EZAREY
CHICAGD, OC

T
ETTOR O ANEG A ITaAR
sHION FOR THE U.3.

y REUTER - BETTEZR INVENTORY COMTROL, A LARGER SERVICE
2, MORE  OREN CTENTRAL BANK POLICY MAY HAVE PROVIDED 4
ECONOMY 'S SOFT LAMOING, ECOMOMISTS SAID.

AND NOW, IN THE ZEVENTH YEAR OF ITS LONGEST PEACETIME EXPANSION, THE
ECONOMY  APFEARS  SET  FOR  ANOTHER REBOUND, HAVING PERHAPS AVERTED A
E?EI“N WHICH TYPICALLY FOLLCOWS SUCH PROTRACTED ECCONOMIC STRENGTH, THEY
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"IT'S NOT  CLEAR  THAT EVERY LOW POINT HAS TO BE A RECESSION," SAIC
AMFEELL  HARVEY, ASSIZTANT PRCOFESS0OR OF FINANCE AT DUKE UNIVERS ITY': FUQUA
CHOOL OF BUSINESS.

RECESSION, TRADITIONALLY DEFINED AS AT LEAST TWO CONSECUTIVE QUARTERS

7 NEGATIVE GROWTH IN REAL GRO335 NATIONAL PFRCDUCT, FCOLLOWED ALL THE

REVIOUS  EIGHT EXPANSIONS  SINCE  WORLD WAR II. THE SHORTEST RECESSION IS

G ONE  OF  THE MOZT RECENT, HAVING CCCURRED BETWEEN JANUARY AND JUNE OF
3380,

CHANGESZ IN THE 4.3, ECONCMY HAVE MODERATED THE CYCLE OF BOCM AND BUST,
AID VICTOR ZARNCWITZ, PROFESSCR COF ECONOMICS AMD FINANCE AT THE UNIVERSITY
F CHICAGD BUSINESS 3CHOOL.

THE MODERATION "HAS ACCELERATED IN RECENT YEARS. ALTHOUGH I BELIEVE
HCH  COF THE FROCESS IS BEHING U3S. I'M NOT SURE IT WILL PRCCEED AT THE SAME
ATE," HE ZSAID,.

SOME  ECONOMISTS GSPECULATE  THAT THE MODERATICMN IN THE BUSINESS ¢
AY  HAVE HAD FARTLY TO 0O WITH COMPANY INVENTORIES, WHICH HAVE EXACERBATED
ATT SWINGZ,

TINVEMTORIES ARE  MUCH MORE TIGHTLY MANAGEDC THab IN THE PAST," 34
: VAN HORME, A FROFESSOR OF FINANCE AT STANFORD UNIVERSITY'S B
CHOOL. "WE DON'T HAVE THESE ACCUMULATIONS.!

FACING OVERFLOWING ZTORE ROOMS, COMPANIES WERE FORCED T2 SWIFTLY PARE
ROCUCTION AND WORKERES, ACCELERATING ECONOMIC CONTRACTION.

AND ZARNCWITZ  CITEC THE ENGRMOUS GROWTH OF THE SERVICE SECTOR, WHICH
z ’AID NMOW  REPRESENTS MORE THAN 680 PCT OF GNP. "WE HAVE A VERY LARGE
ROFPORTION OF SERVICEZ (WHICH ARE) MUCH MORE STABLE THAN GOODS2. SERVICEZR
AN T BE 3TORED.Y

IN ACDITION, POLICIES AT THE FEDERAL RESERVE UNDER CHAIRMAN ALAN
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GREENZPAN HAVE BEEN EASIER TO ANTICIPATE, ALLOWING BUSINESSES TO RETTER
PLAN INVESTHMENT CECISTIONS,

"IT'E MORE  OF A POLICY WITH FEWER SURPRISES: SOMETHING LIKE BUSINESS
A USUAL,Y DUKE'S HARVEY SAID.

THEEE  CHANGE:S  MAY  HAVE  BUCYED THE 4.5, ECONOMY DURING SOME OF THE
POTENTIALLY DEVAESTATING SHOCKE OF THE 189803, SUCH AS THE STOCK MARKET
TRASH, THE ECONOMIZTS ZSAID,

THE 1887 CRASH WAS "DEFINITELY A SHOCK. (BUT IT WAS NOT) TRANSLATED
INTC A RECESEION. IT POTENTIALLY COULD HAVE HAD AN IMPACT AND DIDN'T, M
HARVEY SAID,

ALTHOUGH  FEARS  OF AN UPCCOMING RECESSION ARE ABATING, THE ECONOMY MAY
CREMAIN  VULNERABLE TO A SURPRIZE, PARTICULARLY AN EXTERNAL ONE, SUCH AS THE
THARP  RISE IN OIL PRICES WHICH LED TO A RECESSION IN THE EARLY 18703, THE
ECONOMIZTS SAIC. :

"THE BIG QUESTION MARK I3: IF THERE WAS AN EXTERNAL 3SHOCK, CCOULD THE
ECONOMY RIDE IT QUT? IT'S JUST NOT CLEAR," HARVEY 3SAID. REUTER
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