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IT’S OFFICIAL:  According to NBER (National Bureau of Economic Research), the “Great Recession” ended 15 months ago in June 2009. Repairing the damage caused by the 18 month long recession of 2007-2008 won’t be easy or fast.  We lost 7.3 million jobs, our economic output declined by 4.1% and the average American lost 21% of their net worth.  Although we are recovering, the recovery has been slowly decelerating to just 1.7% annualized growth in GDP last quarter from 3.7% in the first quarter. This means that our economy is no longer falling off a cliff but we are just ‘hanging ‘on.  If we continue growing at such an anemic pace, we may never get back to full employment.  Business can continue this pace of growth just by productivity enhancements without hiring more people.  This means we could continue this “Jobless Recovery” and still have unemployment in the 10% range.  Some in Congress like to blame it on the Chinese and want to put tariffs on imports so we can bring manufacturing back to the U.S.  Is that what we really want for our children?  For them to work on an assembly line producing toys, TV’s and underwear? There is a reason this work has been outsourced to China and other emerging nations: we don’t want to do it! 

   So, what is the solution to our jobless recovery?  I don’t think it’s in manufacturing toys or selling financial engineering products that make sub-prime Mortgages seem attractive.
We need to do what we have always done: find a need and fill it.  We need

health care like hip and knee replacements: things that can’t be done by low skilled workers in emerging markets.  We need to retrain our unemployed workers to provide what we need, not assembly line jobs.  We are the most resilient and innovative country on earth, we just need the right incentives. The good news is that we are getting back on track.  September, which is historically the worst month for the stock market, had the biggest gains since 1939.  The Dow was up 7.7% and S&P500 gained 8.8%.  This accounted for the vast majority of our gains for the 3rd quarter: Dow 10%, S&P500 11%.  America’s Corporations are now sitting on a pile of cash, the most since 1964, and are approaching record profits. 97% of companies in the S&P 500 companies have reported Q2 earnings which increased 38.4% year-over-year.  75% of companies beat analysts’ earnings expectations by an average margin of almost 14%.  Companies in the S&P500 experienced revenue growth of 10% year-over-year.  Weekly jobless claims dropped 16,000 to 453,000 in the last week of September, which isn’t much, but at least they aren’t increasing anymore.  Still, unemployment is stuck at 9.6%.  Second quarter consumer spending, which is 70% of our economy, is up 2.2%, the largest increase in 3 years, from 1.9% in the first quarter.

How about Real Estate? The Case-Shiller index rose 0.6% in July vs. June which is 3.2% in the past year and June 2009 to June 2010 is up 4.2%.  
The headline durable goods orders for August dropped by 1.3% but
without transportation, new orders were up 2%.  If you look at underlying details, every major category was up.  

Elsewhere around the world we are seeing a spotty recovery.  The PIIGS”, Portugal, Italy, Ireland, Greece and Spain are in trouble but the European Union can’t let them fail because the European Union itself would collapse.  These countries have fought too hard to establish the Union.  Germany is the lynch-pin and is thriving with its unemployment falling to its lowest level in 18 years to 7.5%.  China’s still growing along with the other emerging economies; the “so called” BRICs, Brazil, Russia, India and China.  But, there is some conflict on the horizon – namely, a currency war.  The U.S. wants China to lower its currency to make our products more competitive but Brazil is threatening to lower its currency.  Japan is trying to weaken its currency and all our printing of dollars is weakening our currency so the U.S. has no room to talk 

The Fed has as much as said it will continue printing money until we get full employment or inflation reaches their target - their mandate is price stability with full employment.  We don’t have full employment and our inflation rate is down.  In their last meeting they blatantly said inflation was below target and they want higher inflation.  Economist Irwin Kellner says, “Be careful what you wish for” He says: Consumer Price Index (CPI) fell in April, May and June and rose by 0.3% in July and August, a 3.6% increase annualized. 
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