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PERSPECTIVE

Headed for Recession? ...Or for Recovery?

Odds are the country is moving towards a recession, says thirty percent of
economists surveyed by the National Association for Business Economics
(NABE). The survey, released early this week, showed many economists predict
a weak economy in the first half of this year, up ten percent from last month.
Although five of the ten leading economic indicators for March were up from last
month, the key indicator of unemployment claims was the largest negative
contributor. The data shows no job growth for the past three months, with the
leading index falling 1.6% over the last six months.

While the economy is growing at a pace of 0.6%, many analysts say the
economy’s normal rate of growth should be just over 3%. The outlook is made
even cloudier given weak consumer spending as a result of the housing and
credit strain and rising prices. Even Fed Chairman Ben Bernanke recently

acknowledged for the first time that a recession was possible.

The challenge facing the Fed is keeping the economy out of a deep
recession, while at the same time, avoiding a sudden jump in inflation. Most
analysts are still predicting an interest rate cut to 2% at the next Fed meeting
April 29-30.



The silver lining to all this negative economic news is housing and inflation
may be showing signs of healing. Housing starts have fallen a startling 12% in
the last quarter. Although the news on home building suggests weak residential
investment, it also suggests that builders have finally capitulated, which is the
first step toward reducing inventory of unsold homes. Consumer Price Index
(CPI) also gave a glimmer of hope with modest price gains of 0.3% mostly from
higher energy costs. The latest CPI figure is perhaps an indication that firms are
beginning to discount prices in the face of weaker consumer demand and stiff

competition.

These are indeed small signs of hope, but signs of hope nevertheless.
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Albert Heeg Investment Management is a registered adviser and provides equity and fixed income portfolio management
to captive and commercial P&C insurance companies. This material is offered free of charge to Albert Heeg Investment
Management clients and prospects. It is for your own personal information, and we are not soliciting any action based
upon it. The material is based upon information we consider reliable, but we do not represent that it is accurate or
complete and it should not be relied upon as such. Past performance is not indicative of future results. As with any
investment vehicle, there is always the potential for gain, as well as the possibility of loss. For additional information on
Albert Heeg Investment Management and its advisory services, please view our web site at www.heeg.com, or refer to
our Form ADV Part Il, which is available upon request by calling 800-498-4334.



