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NEW YORK (AP) - Economists have
never been confused for great
communicators, but their latest
pronouncements have been even more
cryptic than usual.
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Bradshaw Long considered numbers geeks in the

Wii Workout popular mind, these prognosticators have
China Tech's Olympic been talking a lot about letters in recent
Feats weeks when it comes to describing how

the U.S. economy will emerge from its
current malaise.

Most are hoping for a 'V'-shaped
recovery, while others warn this
downturn feels more like a 'U' or even a
'W."' No one has forecast the dreaded 'L
- at least not yet.
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So what are these guys talking about?

The letters represent the shape of a
graph that depicts the economy's
trajectory from a peak through a
recession and back to growth. The 'V,
for example, would be most favorable, since its point would mean the
economy touched ground and bounded higher without pause.

And that seems to be the most common forecast -- that the flagging
economy will bottom some time midyear before picking up steam
toward year's end after a series of monetary policy measures take
effect.

The economy began to cool last year amid a meltdown in the housing
market. As home prices fell, risky mortgages started to falter, sending
shock waves through the markets that trade securities backed by those
assets.

That touched off a crisis in all credit markets as lenders became
unsure about whom to trust with new loans. With credit generally more
expensive, economic activity has slowed.

The Federal Reserve, which controls monetary policy by setting target
interest rates and controlling money supply, has slashed its target rate
by 2.25 percentage points since September. The aim is to make credit
cheaper and spur more business investment.

The Bush Administration pushed for and got a $168 billion tax rebate
in hopes of catalyzing consumer spending, which accounts for about
two-thirds of U.S. economic activity and is in danger of slowing as
people, concerned about job security, postpone purchases.

Because the Bush rebates won't be paid until at least May, and the
Fed's moves typically take at least six months to have an effect, many
expect a first half recession -- technically defined as two quarters of
contracting gross domestic product.
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If those policy moves work as planned, though, they are expected to
drive a quick recovery from the bottom some time later this year. That
would be the most welcome scenario on the capital markets.

But Citigroup (nyse: C - news - people ) analyst Tobias Levkovich
says the likelihood of a 'V'-shaped recovery seems 'modest' because
of concerns in the second half about the elections and 'excessive
earnings expectations.'

He thinks the more likely shape will be a 'W' -- in which 'an initial
bump from the temporary fiscal stimulus and some impact from the
Fed's recent actions' will then be overcome by the political uncertainty
and profit concerns. That would result in another decline before the
recovery takes hold in earnest.

The chances of an 'L'-shaped recovery are slim, most economists say.
That depicts an economy that falters and remains stagnant over a
longer period, like what happened in Japan starting in the 1990s.

'We won't have an 'L' because Bernanke and his cohorts are trying
everything,' said Axel Merk, manager of the Merk Hard Currency fund.
He said the policy proposals will prevent the deep recession, but
warned they won't deliver a quick fix.

'Frankly they seem a little reckless because of inflationary pressure,’
he said.

Rising oil prices and the sharply declining value of the dollar make
goods and services in the U.S. more expensive, even as U.S. exports
become more attractive. And any economic growth tends to bring even
higher prices.

Economists concerned about these issues tend to predict a 'U'-shaped
recovery, with a prolonged trough over several quarters before growth
resumes.

In that case, it won't be cheaper credit that will spur economic activity,
Merk said, but rather a revaluation of the costs to lend in a market
where confidence is low.

'We need lower home prices and lower prices for financial institutions
that need money, not lower interest rates,' he said.

The fund manager said the 'U' scenario is most likely, but added that
its shape will 'look like a bathtub.'

Copyright 2007 Associated Press. All rights reserved. This material
may not be published, broadcast, rewritten, or redistributed.

Neither the Subscriber nor AFX News warrants the completeness or

accuracy of the Service or the suitability of the Service as a trading aid

and neither accepts any liability for losses howsoever incurred. The

content on this site, including news, quotes, data and other information,

is provided by AFX News and its third party content providers for your
personal information only, and neither AFX News nor its third party
content providers shall be liable for any errors, inaccuracies or delays
in content, or for any actions taken in reliance thereon.

Overall

Your Rating Rating

Reader Comments

[)Post A Comment

More On This Topic

Companies: C

E-Mail Newsletters: Sign Up Now To Stay Informed On A Range Of Topics
Attaché: Customize Forbes.com Now To Track This Author And Industry

Article Controls

E-Mail | E-Mail Newsletters

w"del.icio.us | = Digglt! | "¥? My Yahoo! | Share | £ RSS

Related Sections

FREE quotes now!
www.lendgo.com

Buy a link here
ADVERTISEMENT

Related Business Topics

Starting A Small Business Small Business Loans

Brought to you by the sponsors below

*

FREE TRADES

E*TRRDE Securitier LLC

] AMERITRADE

$9.99 trades.
No surprises.

ForbesTraveler.com i
ULTIMATE LUXURY.
SEXY DESTINATION

_UNIQUE ADVENTU RE

R &

Forbes

WhatiTypelof
MoneyiPersonality.
DoiYoulHave?

AUTHOR Q&A
Kevin Bazzana

BOOK REVIEW

Spirituals

Marisa Rindone

James McBride's second novel impresses
and inspires.

Business Is
personal. We
treat it that way.*
A ARD
Private Company U NESS
Services c oL
EXECUTIVE
EDUCATION
cmrectmtfrbg | Pcriieas G @

http://www.forbes.com/afxnewslimited/feeds/afx/2008/02/27/afx4706112.html

2/28/08 8:47 AM

Page 2 of 3


http://www.business.com/directory/small_business/getting_started/
http://www.business.com/directory/financial_services/small_business_finance/loans/
https://forbes.adsonar.com/admin/advertisers/indexPl.do
javascript:void(0);
javascript:void(0);
http://ad.doubleclick.net/click;h=v8/3674/14/bf/%2a/y;154586395;0-0;0;21518324;3-125/125;25099393/25117250/1;;~sscs=%3fhttp://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/2132878560/LeftBottom/PWC2007258459_but_PriSp_071108/2491_258459_default.html/34326339336139363437353666653230?http://www.pwc.com/extweb/pwcpublications.nsf/docid/EBA42CFFBE0584CA852570DF005F0766?wt.mc_id=MRK080215BA185
http://www.forbes.com/markets/company_news.jhtml?ticker=C
http://www.forbes.com/peopletracker/results.jhtml?startRow=0&name=&ticker=C
http://finapps.forbes.com/finapps/jsp/finance/compinfo/CIAtAGlance.jsp?tkr=C
http://finapps.forbes.com/finapps/jsp/finance/compinfo/CIAtAGlance.jsp?tkr=C&partner=links
http://www.forbes.com/membership/editprofile.jhtml?partner=links
http://www.forbes.com/membership/signup_fifth.jhtml?comingFrom=fifth&fifthInit=1&gotoURL=http://my.forbes.com/fifth/edit.do&partner=links
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/411895648/StoryBotLogo/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://pa.yahoo.com/*http://us.rd.yahoo.com/evt=39255/SIG=123j9cm40/**http%3A%2F%2Fwww.forbes.com%2Ffdc%2Frss.html%3Fpartner%3Dmyyahoo
http://members.forbes.com/membership/editprofile.do
http://www.forbes.com/fdc/rss.html
mailto:?subject=Forbes.com:%20Market%20spotlight%3A%20Recession%20letters&body=%0D%0AMarket%20spotlight%3A%20Recession%20letters%0D%0A%0D%0Ahttp%3A%2F%2Fwww.forbes.com%2Ffeeds%2Fafx%2F2008%2F02%2F27%2Fafx4706112.html%3Fpartner%3Demail
http://www.facebook.com/sharer.php?u=
http://digg.com/submit
http://del.icio.us/post
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/412402506/x112/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/1392898328/TradingCenter1/Etrade_log_TradCenter_20080101/ETrQ20721_log_TradCenter_070401.html/34326339336139363437353666653230?_RM_REDIR_=ad.doubleclick.net/click;h=v2%7C394B%7C0%7C0%7C%2a%7Ct;166840867;0-0;0;23177008;31-1%7C1;24296722%7C24314575%7C1;;%3fhttps://us.etrade.com/e/t/jumppage/viewjumppage?PageName=activetrader&SC=NPNN67W&WT.mc_id=NPNN67W
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/1136241565/TradingCenter2/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/506848104/TradingCenter3/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/1858865662/TradingCenter4/TDAMQ2300091_tra_Ros_080201/x23.html/34326339336139363437353666653230?_RM_REDIR_=ad.doubleclick.net/clk;183411252;22622671;u
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/433627276/RootModule/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/4046575/TravelerModule/FTDC_Module_test_D_080205/FADC_cookiedrop.html/34326339336139363437353666653230?_RM_REDIR_=www.forbestraveler.com/vacations/?partner=fdc_module_Kiteboarder
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/1454055484/x83/Investopedia_module_OLD_070712/Investopedia_terms_070712.html/34326339336139363437353666653230?_RM_REDIR_=www.investopedia.com/articles/basics/07/money-personality.asp?partner=forbes-am
http://www.forbes.com/2008/02/27/hungary-pianist-nyiregyhazi-oped-books-cx_rh_0227bazzana.html
http://www.forbes.com/2008/02/22/slavery-james-mcbride-cx_mr_0222bookreview.html
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/492490470/Loge/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/537218845/LeftBottom2/HBSStra_but_RosDoma_080201/2832_296423_default.html/34326339336139363437353666653230?http://altfarm.mediaplex.com/ad/ck/9203-53890-1235-4?mpt=537218845

Market spotlight: Recession letters - Forbes.com

Home > News & Analysis

FORBES STOCK
MARKET COURSE
Today On Forbes.com a marvelous gift for both
Sp|n Cycle new and exparienced investors
Michael Maiello runchase now
Want to make a pile in money management? Step 1: Attract CLICK HERE -

attention. Step 2: Attract assets.

= Grave Dancer Augurs Housing Recovery
= Jim Rogers Sees Red

= Complete Coverage: Wall Street

=2 'Y

Slow U.S. GDP Slows Tuning In Mobile TV-- (Mis)judgement

Washington Cracks
Wall Street Chinese Style Down On Drug Trade

News Headlines | More From Forbes.com | Special Reports

Subscriptions >

Subscribe To Newsletters Subscriber Customer Service

SITEMAP HELP CONTACT US INVESTMENT NEWSLETTERS FORBES CONFERENCES FORBES MAGAZINES FORBESAUTOS

Click here
to enter
Europe

/)N International
(j Business Wales

Ad Information Forbes.com Mobile RSSCJ Reprints/Permissions Subscriber Services
© 2008 Forbes.com LLC™ All Rights Reserved Privacy Statement Terms, Conditions and Notices

Tested By Market Data By Market Data By Market Data By Investopedia Polska

T — THOMSON . 1) Forbes
[ | PMSON | quotemedia ( Forbe

SPIRENT a INVESTOPEDIA —lé [AuT OS]

Luxury Travel
Forbes

TRAVELER

Stock quotes are delayed at least 15 minutes for Nasdaq, at least 20 minutes for NYSE/AMEX.U.S. indexes
are delayed at least 15 minutes with the exception of Nasdaq, Dow Jones Industrial Average and S&P 500

which are 2 minutes delayed.

Powered By Oracle DBA by

& atat | |Dprmuan

GROUP
REMOTE DBA

Intelligent Contant

Distribution System Oracle -SQL-MySQL

http://www.forbes.com/afxnewslimited/feeds/afx/2008/02/27/afx4706112.html

2/28/08 8:47 AM

Page 3 of 3


http://www.forbes.com/
http://www.forbes.com/news/
http://www.forbes.com/forbes/2008/0310/072.html?partner=links
http://www.forbes.com/2008/02/26/zell-housing-blackstone-face-markets-cx_af_0226autofacescan03.html?partner=links
http://www.forbes.com/2008/02/26/jim-rogers-china-face-markets-cx_md_0225autofacescan.04.html?partner=links
http://www.forbes.com/wallstreet/?partner=links
http://www.forbes.com/2008/02/28/briefing-gdp-bernanke-markets-econ-cx_ss_0228markets14.html?partner=links
http://www.forbes.com/2008/02/27/china-mobile-tv-tech-wireless-cx_ew_0227chinawire.html?partner=links
http://www.forbes.com/2008/02/27/darfur-spielberg-china-oped-cx_lbmb_0228darfur.html?partner=links
http://www.forbes.com/2008/02/27/drugs-cocaine-latin-cx-0228oxford.html?partner=links
http://www.forbes.com/news
http://www.forbes.com/search/storyTypeResults.jhtml?storyType=Special+Report
http://www.forbes.com/breakingnews
http://www.forbes.com/fdc/subservices.shtml
http://www.newsletters.forbes.com/DRHM/servlet/ControllerServlet?Action=DisplayMainPage&SiteID=es_764&pgm=148200
http://www.forbes.com/fdc/subservices.html
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/366989045/LeftBottom3/Wireless_but_BehavCookie_060906/House_but_Tech-DLNode_050809.html/34326339336139363437353666653230?_RM_REDIR_=www.forbesstockmarketcourse.com
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/987501686/LeftBottom4/IBW2007283089_but_Ros_080204/2654_283089_default.html/34326339336139363437353666653230?_RM_REDIR_=www.ibwales.com
http://ads.forbes.com/RealMedia/ads/click_lx.ads/forbes.com/afx/story/id4706112/1043712445/x84/default/empty.gif/34326339336139363437353666653230?adTerms=macroeconomic+stories%2COECD+reports+United+States+Japan&tickerTerms=C
http://www.forbes.com/fdc/reprints/Reprints.jhtml
http://www.forbes.com/rss/
http://www.forbes.com/fdc/subservices.html
http://www.forbes.com/adinfo/
http://www.forbes.com/fdc/privacy.html
http://www.forbes.com/fdc/terms.html
http://www.forbes.com/mobility/
http://www.forbes.com/fdc/contact.html
http://www.newsletters.forbes.com/
http://www.forbes.com/fdc/help.html
http://www.forbes.com/magazines/
http://www.forbes.com/fdc/sitemap.html
http://www.forbesconferences.com/
http://www.forbesautos.com/
http://www.spirentcom.com/
http://www.hemscott.com/
http://www.thomson.com/
http://www.quotemedia.com/
http://www.investopedia.com/
http://www.investopedia.com/
http://www.forbes.pl/
http://www.forbes.pl/
http://www.forbesautos.com/
http://www.forbesautos.com/
http://www.forbestraveler.com/
http://www.forbestraveler.com/
http://www.pythian.com/
http://www.pythian.com/

