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mounting that the economic downturn in the US could turn into a
deep and protracted recession of the kind that plagued Japan in the
early 1990s, driving policymakers and investors to consider whether
Increasingly radical measures may be needed to avert such an
outcome.J 00000 0OOODOOOOOOOOOOOOO
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[1 O This debate has superseded the old argument as to whether the
US is in recession or not. Most economists now believe it is,
following February’ s grim jobs report and evidence of stagnation in
real consumer spending.l] O U OO OO (Morgan Stanley) I 0 U 00 [
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Doo0dooooooodod”™ ® Theeconomic debate is
shifting to how deep and long it will be,” said Richard Berner, chief
US economistat Morgan Stanley. 1 O 0 D OO0 0000000
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(1 O O Until recently the mainstream view was that any recession



would be mild, due to the lack of imbalances in the corporate sector
outside housing. Growth outside the US was strong and there was a
boost on the way from Federal Reserve rate cuts and the $168bn
fiscalstimulus. O D 000000000 odooooooon
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taken hold as the labour market started to crack, house price declines
have intensified and financial markets deteriorated further until the
Fed’ s latest liquidity operation. Economists worry that consumers
are overextended and could start pulling back.C1 O U0 O 0O O 00 [
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DO000000000000000000 There is growing
awareness that monetary policy alone may not be able to curb the
risk of a severe recession, because of wide risk spreads and
constraints imposed by inflation.J 0O O 0O O O (BIS)O O O O O
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difficulties now facing policymakers to maintain simultaneously real
growth, price stability and financial stability seem as great today, if
not greater, than at any other time in the post-War period,” said
William White, chief economist at the Bank for International
Settlements. 1 J OO0 OQOOOO" OO OOO0ODOOOO
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[1 Some analysts expect a double-dip recession, with growth fading



again after a short-lived boost from the fiscal stimulus around
midyear, 00000000000 0OOOOOO50000
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0 0O 0O O O O This bleak view is reflected in financial markets,
where the return on five-year Treasury inflation-protected securities
is slightly negative suggesting that investors believe the Fed will not
be able to run positive real interest rates on average for five years.
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