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***AFF ANSWERS***
debt ceiling freeze now

No deficit reductions or debt ceiling deal now

The Daily Telegraph, 6/22 (“US debt at risk of downgrade, say leading rating agencies,” Jun 22, 2011, The Daily Telegraph (London), lexis)

US politicians are risking a downgrade to America's credit rating unless they reach an agreement to raise the country's legal borrowing limit, two of the world's biggest rating agencies have warned. The outlook for America's government debt - the most widely held by investors and historically one of the world's safest investments - would be cut to negative from stable should Congress fail to deliver an agreement before the August 2 deadline, according to Andrew Colquhoun, head of Asia-Pacific sovereign ratings at Fitch. Republicans and Democrats are locked in negotiations in Washington over how to raise the $14 trillion limit, which is legally required for the US to keep borrowing. With the deficit set to be a key issue in next year's presidential election, there are fears that neither party will give up the ground necessary to reach a compromise until the last minute. The Republicans are seeking significant spending cuts as a condition of any agreement, while the Democrats are keen to delay fiscal retrenchment until the economy is stronger. The warning from Fitch was echoed by Moritz Kraemer, the head of sovereign ratings for Europe at Standard & Poor's. "The problem is this flexibility needs to be employed and for that you need political consensus," Mr Kraemer told a conference in London yesterday. "That's not very visible right now." In April, S&P became the first of the world's three largest rating agencies to cut the outlook on US government debt to negative because of the fear of a political gridlock in the US capital. With the election little more than a year away, few expect that situation to markedly improve. However, Mr Colquhoun of Fitch said that he does expect an agreement on lifting the debt ceiling to be reached and that a technical default would be avoided. The US is expected to post a budget deficit of 10.8pc this year, according to the IMF. $14trillion The US's legal borrowing limit, which Republicans and Democrats are in talks about raising

spending now

Obama supports new space development and funding now

Waterhouse 6/6 (6/6/11, Mike Waterhouse, Newsnet5.com, “President Obama talks with Leon Bibb about economy, jobs, NASA,” http://www.newsnet5.com/dpp/news/political/president-obama-talks-with-leon-bibb-about-about-economy-jobs-nasa)

NASA GLENN RESEARCH CENTER Despite concerns that the future of the NASA Glenn Research Center in Cleveland may be in jeopardy with the ending of the space shuttle program, the president said the center’s purpose fits with the next generation of America’s space program. “Even though the space shuttle is phasing out, what’s that next big leap? That’s exactly part of our plan to make sure we’re researching new fuel, new mechanisms to allow for long-term space flight. There’s some additional technological leaps that we have to make. We’re using the same technologies we were using back in the 60s, in some cases,” Obama said. He said the Glenn Research Center will be a critical part of the future of the space program. 

Spending on wars in Afghanistan and Iraq outweigh any new spending

Dwyer 6/22 (6/22/11, Devin Dwyer, ABC News, “Afghanistan War Costs Loom Large Over Obama Troops Announcement,” http://abcnews.go.com/Politics/afghanistan-war-costs-soar-obama-troops-announcement/story?id=13902853)

President Obama's planned drawdown of U.S. troops in Afghanistan next month fulfills a promise he made more than a year ago, but also underscores the overwhelming costs of America's longest war. While the United States grapples with debt and deficit crises, taxpayers are expected to spend more than $118 billion this year in Afghanistan for military operations, base security, reconstruction, foreign aid, embassy costs and veterans' health care. That's more than double the amount the Department of Homeland Security spends per year to secure the nation's borders, screen air travelers and help Americans recover from natural disasters, among other services. Afghanistan war spending is roughly six times the annual budget of NASA. All told, the war that began in October 2001 has cost taxpayers more than an estimated $443 billion, according to the Congressional Research Service, and the lives of more than 1,523 U.S. military service members. Polls show the U.S. public has become increasingly war weary, leading members of both parties -- including some Republican candidates for president -- to pressure Obama to expedite his Afghanistan plan and reprioritize the war funds. The pace of U.S. withdrawal proposed by Obama "sounds a little slow and a little cautious, when you look at one out of every six Defense Department dollars going in support of what we're doing in Afghanistan," former Utah governor and GOP presidential candidate Jon Huntsman said today on "GMA." "Nine years and 50 days into this conflict, the money that has been spent on both conflicts, well over $1 trillion, I think we have to say, 'What have we accomplished in Afghanistan?'" he said. Huntsman is not alone. While 57 percent of Americans in the latest ABC News poll say the war has contributed to long-term national security, far fewer, 25 percent, say it has contributed "a great deal," which is the kind of payback many want to see, given the war's steep price tag. The Pentagon says all of its war-related costs since Sept. 11, 2001, including in Iraq, have topped $1 trillion. Add diplomatic expenses and care for veterans and total government spending reaches an estimated $1.3 trillion. In a Senate speech Tuesday, freshman Democrat Joe Manchin of West Virginia said it was time to "rebuild America, not Afghanistan," and that Obama should pursue significant troop reduction immediately. Earlier in the week, members of the U.S. Conference of Mayors also urged Congress to end both the Afghan and Iraq wars and invest the money instead on jobs at home. Still, while Obama is expected to announce a reduction of 5,000 to 10,000 troops from Afghanistan by the end of the year, and as many as 30,000 "surge" troops next year, the shift won't dramatically reduce the burden of war on America's budget, statistics show. The Pentagon estimates show that taxpayers could save $30 billion in the first year of a drawdown. But the nonpartisan Congressional Budget Office projects war costs in both Iraq and Afghanistan in the next decade could still top $496 billion, even if troop levels fall to 45,000 from 99,000 by 2015.

nasa spending now

Obama is actually boosting NASA funding

Chang 10 – science reporter for The New York Times (Kenneth, February 1, “Obama Calls for End to NASA’s Moon Program”, http://www.nytimes.com/2010/02/02/science/02nasa.html) WSX

In place of the Moon mission, Mr. Obama’s vision offers, at least initially, nothing in terms of human exploration of the solar system. What the administration calls a “bold new initiative” does not spell out a next destination or timetable for getting there.

In the meantime, instead of using the Constellation’s Ares I rocket and Orion crew capsule to ferry astronauts to the International Space Station, $6 billion would instead go to financing space taxi services from commercial companies.

Under the proposal, NASA’s budget would rise to $19 billion in the 2011 fiscal year from $18.7 billion. It would also get additional increases in subsequent years, reaching $21 billion in 2015. In total, NASA would receive $100 billion over the next five years.

Whether Congress agrees to the restructuring of NASA remains to be seen. As reports of the impending cancellation of Constellation leaked out last week, members of Congress, particularly in Alabama, Florida and Texas, the homes of the NASA centers most involved with Constellation, expressed concern.

“If early reports for what the White House wants to do with NASA are correct, then the president’s green-eyeshade-wearing advisers are dead wrong,” Senator Bill Nelson of Florida said in a statement last week.

Congress may also balk at the price tag. After spending $9 billion over the past four years on Constellation, canceling the contracts with Boeing, Lockheed Martin, Alliant Techsystems and other companies will cost an additional $2.5 billion, Dr. Logsdon said NASA officials had told him.

If implemented, the NASA a few years from now would be fundamentally different from NASA today. The space agency would no longer operate its own spacecraft, but essentially buy tickets for its astronauts. 

No fiscal restraint in NASA – cutting program results in net increase in budget

Thompson 10 – senior editor at The Atlantic(Derek, February 1, “Why Obama is Smart to Cut the NASA Moon Plan”, http://www.theatlantic.com/business/archive/2010/02/why-obama-is-smart-to-cut-the-nasa-moon-plan/35109/) WSX

Where I feel sympathy for the space program is not the space part, but the program. Florida's Sen. Bil Nelson told reporters ""I, for one, intend to stand up and fight for NASA, and for the thousands of people who stand to lose their jobs." Job loss is a real concern, but one fact that will be obscured by the noise over our lunar drawback is that total NASA spending will actually go up in Obama's budget by $1 billion. Other agencies that fall under discretionary spending will not be so lucky because of the announced freeze to demonstrate the administration's seriousness about fiscal restraint.

Nelson's plea reveals the political impossibility of meaningful spending cuts. If it is unacceptable to increase a department's budget by one billion dollars while cutting one of its programs whose advocates admit is "not for practicality," then what part of fiscal restraint will be acceptable? 

No fiscal prudence – Obama’s NASA budget includes earmarks and wasteful spending

Olsen 11 - represents Texas’s 22nd Congressional District (Pete, March 18, “Transparency and fiscal discipline must be part of final Shuttle decision” http://dailycaller.com/2011/03/18/transparency-and-fiscal-discipline-must-be-part-of-final-shuttle-decision/) WSX

Earlier this month, the space shuttle Discovery completed its final mission. America now awaits the final two shuttle missions, the flights of Endeavour and Atlantis. The end of the shuttle program should be the dawn of the next vehicle system to carry Americans into space. However, in two successive budgets, the administration has attempted to kill NASA’s human space flight program, citing cost as the primary reason. However, it has no problem using taxpayer dollars to retire one of the orbiters to a museum in a politically important state.

Tucked away in the president’s 2012 budget proposal is an earmark for $14 million in taxpayer funds to prepare shuttle Atlantis for display in the Air Force’s Wright-Patterson Flight Museum in Dayton, Ohio. This might seem like a drop in the water in the context of the massive federal budget, but it is further evidence that this administration is comfortable wasting the taxpayer’s dime. There is no need for tax dollars to fund this when guaranteed private funding exists — though perhaps not where the president wants the orbiter to go. Private entities in Houston, the home of the Johnson Space Center and the human space flight function of NASA, have already offered to fund the preparation and permanent housing of one of the retired orbiters should it be selected to receive one. Under specific, NASA-established criteria for determining the best location for exhibiting the retired orbiters, competing communities must complete a thorough proposal that includes a plan to pay for, or raise through private funding, the costs associated with hosting the shuttle.

NASA has repeatedly delayed the announcement of where the final orbiters will be housed. The decision was expected last year and was postponed again into 2011. While NASA Administrator Charles Bolden is expected to make the “official” announcement of the decisions on April 12, the administration’s handling of this process is disappointing at best and political at worst. The space community and those interested in hosting an orbiter have been thrown for a loop with the president’s Air Force earmark. If the decision has already been made internally, without a final and formal announcement, it is inappropriate and unfair to the communities that have a relevant history and interest in housing a shuttle. The administration’s budget maneuver is a disappointing move that rightfully fuels speculation of political intent. More importantly, the unnecessary allocation of taxpayer funds in this process is simply wrong.

Our nation faces record deficits, and we are fighting two wars. To use the Air Force budget in this way is indefensible, especially when private funding is available. Taxpayers should be troubled by the threat of their hard-earned tax dollars being wasted in this way. As Discovery, Endeavour and Atlantis roll off the flight line and into the museums, the American people should be confident that fiscal prudence and history determined their final homes — not wasteful political considerations. 

Obama’s 2011 NASA budget proposal increased spending and received bipartisan oppositionWashington Times 10 (February 26, “Refocused NASA gets bipartisan criticism” http://www.washingtontimes.com/news/2010/feb/26/criticism-of-refocused-nasa-bipartisan/) WSX

President Obama’s decision to kill the U.S. government’s manned space flight program and quash a planned mission to the moon ran into bipartisan opposition on Capitol Hill on Thursday.
Republicans and Democrats alike on the House Science and Technology Committee - many with major space-program facilities in their districts - expressed dismay with Mr. Obama’s decision, included in his proposed fiscal 2011 budget for NASA released earlier this month.

Rep. David Wu, Oregon Democrat, called the decision “premature” and asked whether Mr. Obama’s cuts “doom us to a future where there are no Americans in space or at least that the dominant language in space is not English.”

Added Texas Republican Rep. Michael T. McCaul, “I’m concerned about human space-flight mission being completely cut from this program. It seems to me that we’re getting away from the core mission of NASA.”

Mr. Obama’s fiscal 2011 budget actually calls for a slight spending increase for NASA over the next five years, but not nearly enough to fund the estimated $81 billion Constellation program, established under President George W. Bush and aimed at returning U.S. astronauts to the moon by 2020. 

no link – mars direct

Mars direct would only cost a third of a single shuttle launch

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

While Zubrin’s proposal for a two-person crewed Mars mission using three Falcon Heavy launches is a bit tight (and arguably doesn’t quite close), his full-scale four-person Mars Direct mission, consisting of two vehicles per complete expedition, could certainly be accomplished using multiple Falcon Heavy launches. A Mars Direct-style mission could be undertaken using only three Falcon Heavy launches per Mars-bound payload: the first launch would deliver the payload itself, while the subsequent two would deliver two high-performance hydrogen/oxygen propulsion stages, which would be mated to the payload and ignited successively to send the spacecraft Mars-bound. This system could throw between 45 and 55 tonnes trans-Mars, again depending on the opportunity, which would be sufficient to undertake Mars Direct with some (needed) margin. Assuming three launches per Mars-bound spacecraft, and two payloads sent to Mars roughly every two years, the average launch costs would be $375 million per complete expedition, using the upper end of the price range quoted by SpaceX. For perspective, this is about one third the cost of a single shuttle launch—a small price to pay for a continuing program of exploration. The same sort of dual-stage approach could be used to deliver comparable payloads to lunar orbit, for a more near term (and probably more realistic) return to the Moon program. 

no link – transorbital railroad

Transorbital railroad would save money – cheaper launches by the government and creates a larger tax base

Zubrin 11 (By Robert Zubrin, May 25, The Washington Times: “Treating space like the American West; It's time to build a transorbital railroad”, lexis) WSX

As noted above, the budget required to run the transorbital railroad would be 25 percent that of the space shuttle program, but it would accomplish far more. The U.S. government could use it to save a great deal of money because its own departments in NASA, the military and other agencies could avail themselves of the transorbital railroad's low rates to launch their payloads at trivial cost. Much greater savings would occur, however, because with launch costs so reduced, it would no longer be necessary to spend billions to ensure the ultimate degree of spacecraft reliability. Instead, commercial-grade parts could be used, thereby cutting the cost of spacecraft construction by orders of magnitude. While some failures would result, they would be eminently affordable and, moreover, would enable a greatly accelerated rate of technological advance in spacecraft design, because unproven, non-space-rated components could be put to the test much more rapidly. With both launch and spacecraft costs so sharply reduced, the financial consequences of any failures could be readily met by the purchase of insurance by the launch companies, which would reimburse both the government and payload owners in the event of a mishap.

With such a huge amount of lift capability available to the public at low cost, both public and private initiatives of every kind could take flight. If NASA desired to send human expeditions to other worlds, all it would have to do would be to buy space on the transorbital railroad for its payloads. But private enterprises or foundations could use the transorbital railroad to launch their own lunar or Mars probes - or settlements - as well. Indeed, three launches of the Falcon Heavy probably would be sufficient to launch a minimal-scale human Mars expedition, and with a price tag of $7.5 million for the three, the total cost of such a private-sector effort likely would be no more than that sometimes spent by wealthy backers of teams striving to win the America's Cup yachting event.

Those with ideas for commercial space activities - ranging from space hotels to private orbital research labs - would have the opportunity to put their business plans into action. As such enterprises multiplied, a tax base would be created both on Earth and in space that ultimately would repay the government many times over for its transorbital railroad program costs. 

Transorbital launcher will pay for itself – cheap launches and stimulates economic activity

Breakstone 11 (Allan, May 29, “Zubrin's Proposal to Fund "Pathway to the Stars" Fueling the "transorbital railroad”, http://www.spacefuture.com/journal/journal.cgi?art=2011.05.29.zubrins_proposal_to_fund) WSX

Of Zubrin’s preferred launcher, the Falcon Heavy, he wrote in a slide presentation at the International Space Development Conference three days previous, “Assuming it achieves good reliability, it will outclass all current launch vehicles by any reasonable formula.”

With Falcon Heavy as the centerpiece of the transorbital railroad, Zubrin expects 795 metric tons launched to orbit per year. That would be ten times the average yearly launch capacity of the retiring Space Shuttle, at a quarter of the cost to the taxpayer.

Zubrin believes his transorbital railroad will pay for itself, creating US$7.2 billion per year of space-based and associated economic activity. He thinks the system will create market demand to drive development of ever better launch systems. 

econ low

Economy weak now – unemployment and inflation are high

Kowalski 6/27 (6/27/11, Alex Kowalski, Bloomberg, “Consumer Spending in U.S. Stagnated in May,” http://www.bloomberg.com/news/2011-06-27/consumer-spending-in-u-s-unexpectedly-stagnated-in-may-as-prices-climbed.html HL)

Consumer spending unexpectedly stagnated in May as employment prospects dimmed and rising inflation caused Americans to cut back. Purchases were little changed, the weakest outcome since June 2010, after a revised 0.3 percent gain the prior month that was smaller than previously estimated, Commerce Department figures showed today in Washington. The median estimate of economists surveyed by Bloomberg News called for a 0.1 percent gain. Prices excluding food and energy rose more than forecast. Walgreen Co. (WAG) is among retailers that indicated 9.1 percent unemployment and higher gas and grocery bills have prompted shoppers to pare back purchases of less essential goods. Federal Reserve policy makers said the restraint on purchasing power may prove temporary as commodities prices start to decline, allowing the economy to pick up later this year. 

Econ weak now – multiple factors

Isidore 6/22 (6/22/11, Chris Isidore, CNN Money, “Fed gloomier about the economy,” http://money.cnn.com/2011/06/22/news/economy/federal_reserve_meeting/index.htm)

It also issued new economic projections that call for slower economic growth, higher unemployment and higher inflation in 2011 and 2012 than in its previous forecast. At a press conference Wednesday afternoon, Fed chairman Bernanke referred to the new forecast as a significant revision. The Fed said in its statement that it believed some of the headwinds would be short-lived, including supply disruptions from the Japanese earthquake, and the "effect of higher food and energy prices on consumer purchasing power." Read the Fed's statement But Bernanke said he and other Fed policymakers aren't certain how much of the weakness is due to those temporary factors and how much is due to longer-lasting problems. He said continued problems in the housing market, excess private sector debt and weakness in the financial sector might be more serious than previously thought. And he suggested the labor market is a long way from being healed.

Econ weak – unemployment is high and growth is low

Ellis 6/23 (6/23/11, Blake Ellis, CNN Money, “Jobless claims jump 9,000 in latest week,” http://money.cnn.com/2011/06/23/news/economy/initial_claims/index.htm)

NEW YORK (CNNMoney) -- The number of Americans filing for first-time unemployment benefits rose more than expected last week, remaining above the 400,000 mark for the 11th straight week. There were 429,000 initial jobless claims filed in the week ended June 18, the Labor Department said Thursday. That was up 9,000 from the week before, and worse than the 413,000 claims economists surveyed by Briefing.com had expected. While a level below 400,000 is typically associated with payroll growth, claims have remained above that mark since the beginning of April. The four-week moving average of initial claims, calculated to smooth out volatility, was unchanged from the week before. "Jobless claims remain elevated, and this will remain the limpest economic recovery since the Great Depression," said John Lonski, chief economist at Moody's Economy. "This is telling us that we're not making much progress at bringing back the nearly 7 million jobs that have been lost since January 2008." Lonski said the recent rise in jobless claims is partly due to higher energy costs, which have led to higher prices for consumers. "Consumers are showing enough resistance to recent price hikes, so sales probably will be below expectations, inventories are mounting, and as a result employment is lower than otherwise," he said. Unemployment will plague cities for years Thursday's disappointing report comes a day after Federal Reserve Chairman Ben Bernanke issued a gloomy assessment of the economy, acknowledging a slowdown in economic growth and employment. And while he insisted that a gradual recovery is still underway, investors were spooked by his comments, sending stocks lower. Declines in the stock market are also detrimental to the employment picture, since household wealth and spending are closely tied to the market. "The recent past shows that the economy tends to stagnate whenever share prices fail to rise," said Lonski. "Bernanke attempted to reassure financial markets that the U.S. economy would regain momentum, but this latest rise in jobless claims suggests markets will remain highly skeptical of his claim that a self-rejuvenation of economic activity is forthcoming." 

Economic collapse worse than 08 coming – Japan earthquake, European debt crisis, signs in the U.S., and oil prices 

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

 Are we about to see a repeat of 2008 (or something even worse)? Suddenly all kinds of people are coming out of the woodwork and warning that we could be on the verge of the next major financial collapse. Of course many economists and financial pundits just enjoy hearing themselves talk, and sometimes they will make outrageous claims just to get attention, but when so many ominous warnings come out all at once it does tend to make one sit up and take notice. The truth is that global financial markets are even more vulnerable today than they were in 2008, and all over the globe we are seeing trouble signs. Japan is trying to recover from the worst natural disaster that they have ever seen and they are dealing with a nuclear crisis that never seems to end. The Europeans are trying to put another bailout package for Greece together and about a half dozen more European nations that are drowning in debt will need bailouts after that. In the U.S., there are all kinds of signs pointing to the collapse of the economy and the politicians in Washington D.C. continue to "kick the can down the road" and hope that our economic problems will somehow fix themselves.

Oil prices are incredibly high and turmoil is sweeping the globe. Conditions are certainly developing that could bring about a "perfect storm" and cause another global financial collapse.

The following is just a sampling of the financial warnings that we have seen in recent days from some prominent voices¦.

*Economist Nouriel Roubini: "I think right now were on the tipping point of a market correction. Data from the U.S., from Europe, from Japan, from China are suggesting an economic slowdown."

*Jim Rogers: "I would expect to see some serious problems in the foreseeable future¦.By 2011, 2012, 2013, 2013, I dont know when, were going to have an economic slowdown again."

*Mark Mobius, the executive chairman of Templeton Asset Managements emerging markets group: "There is definitely going to be another financial crisis around the corner because we havent solved any of the things that caused the previous crisis."

*David M. Blitzer, Chairman of the Index Committee at S&P Indices: "Home prices continue on their downward spiral with no relief in sight."

*Jeffrey Gundlach, CEO of DoubleLine Capital: "I think were looking at some type of echo in the credit crisis coming up here. Thats what Im afraid of."

*Carl Icahn: "I do think that there could be another major problem. Now, will it happen next week, next year, i dont know and certainly nobody knows, but i dont think that the system is working properly. I really find it amazing that were almost back to where it was, where theres so much leverage going on in the investment banks today. Theres just way too much leverage and way too much risk-taking, with other peoples money."

Sadly, the world really did not seem to learn much of anything from 2008. Global financial markets are still pretty much operating the same way that they did before the last crisis.

But back before the crisis in 2008 things were much more stable around the globe.

More ev – Japan earthquake will kill global economy

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

When the horrible earthquake and tsunami struck Japan earlier this year, most economists brushed it off and believed that Japan would be "resilient" and would bounce back very quickly.
At the time, I went directly against the mainstream consensus with this article: "14 Reasons Why The Economic Collapse Of Japan Has Begun".

I followed that up with another article entitled "The Japanese Economy Is In Much Bigger Trouble Than Most People Think".

So who was right?

Well, it turns out that Japan is now officially in a recession. Their economy contracted at a 3.7 percent annualized rate during the first quarter.

As bad as that number is, just remember that the tsunami did not even hit until March 11th.

So what is the 2nd quarter number going to look like?

There is often a lag between a disaster and the economic effects of the disaster. The economic impact of this nightmare is going to be felt in Japan for many years to come. In fact, it is going to be very interesting to see what kind of earnings reports we seeing coming out of Japan in the months ahead.

The economic problems in Japan are also really starting to be felt around the rest of the globe. The other day, USA Today published an article with the following headline: "U.S. economy damaged more than thought by Japan quake".

Amazingly, everyone seems to be really surprised that the worst tsunami in modern history is having a significant economic impact.

Meanwhile, the crisis at Fukushima just continues to get worse.

In case you havent noticed, the Japanese are not even close to finding a solution to this crisis.

If you want to get a good idea just how bad things are getting around Fukushima, just read this article by Natural News: "Land around Fukushima now radioactive dead zone; resembles target struck by atomic bomb".

The mainstream media has been doing their best to downplay the crisis at Fukushima, but the truth is that it is now a worse disaster than Chernobyl and life in that region will never be the same again.

More ev – European financial collapse destroys global economy

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

Conditions are also ripe in Europe for another financial collapse.

Have you been watching what has been going on in Greece?

Its crazy. Without another bailout the Greek government will soon start defaulting on their debts.
The EU and the IMF dont want to give Greece more bailout money unless there are some significant "strings" attached. But they also know that if Greece is not bailed out it will cause complete chaos in the financial markets.

The Greek population does not want more bailouts and more austerity. There have been protests all over the country. Greek citizens have been pulling billions out of Greek banks as the country descends into chaos.

In the end, another bailout deal will get pushed through and the can will be kicked down the road a little while longer.

But what about all of the other European nations that need bailouts?

The government of Ireland is already indicating that they may need another bailout.

Portugal, Spain and Italy (along with several other European nations) are also teetering on the brink of financial disaster.

Most Americans do not realize it, but the European sovereign debt crisis really could set off another global financial crash. Everyone really should be watching Europe. It is going to be a very interesting summer.

The United States economy will collapse – housing data, jobs, and no confidence

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

Of course the United States continues to be an economic basket case.

More depressing housing data came out today. U.S. home prices are now 5.1% lower than they were a year ago and they have fallen back to mid-2002 levels. CNN is declaring that a housing "double-dip" has been confirmed.

Sadly, U.S. home prices have now fallen farther during this economic downturnthan they did during the Great Depression.

Also, the consumer confidence index fell from 66 in April to 60.8 this month.

Americans are becoming more pessimistic about the economy.

According to Gallup, 41 percent of Americans believed that the economy was "getting better" at this time last year. Today, that number is at just 27 percent.

We are seeing a tremendous about of inflation in 2011, but incomes are not rising. Unemployment is still rampant and very few jobs are being created. What is even sadder is that a very high percentage of the jobs that are being created are part-time or temporary jobs.

But this was supposed to be the "recovery". Barack Obama and the Congress pushed through "stimulus package" after "stimulus package". We added trillions to our national debt. The Federal Reserve has been printing money like crazy. An all-out effort was made to pump up the U.S. economy in the short-term.

So after all of that, is this what the "recovery" is going to look like?

Meanwhile, all of those efforts have also made our long-term economic problems even worse.

Because of our exploding national debt and the reckless money printing by the Federal Reserve, faith in the U.S. dollar is dying. Even the United Nations is warning of a potential dollar collapse.

We are in big, big trouble.

This is about as good as things are going to get for the U.S. economy. Despite unprecedented efforts, the U.S. economy is still struggling mightily and our long-term economic problems are scarier than ever.

Sadly, most Americans still believe that wonderful economic times are on the way. Most believe that this downturn is just temporary and that things will soon be better than ever.

How do you think they are going to feel when they find out the truth? 

Stagflation likely – litany of reasons

Philippines News Agency (PNA) 11 (June 15, “Roundup: U.S. economic confidence plummets in June, survey shows”, lexis) WSX

Americans' confidence in their economy plunged during the week ending June 12 on the heels of a worsening jobs outlook, six straight weeks of stock market losses and amid fears of a global economic slowdown, according to a Gallup poll released Tuesday.

While economic confidence saw a bump in May during the week after al- Qaida kingpin Osama bin Laden's death, Americans had become more pessimistic about the economy, with confidence reverting to the late April level, the survey indicates.

Gallup's economic confidence index consists of two items: one measuring Americans' views about whether the U.S. economy is "getting better" or "getting worse" and the other measuring Americans' ratings of current economic conditions as "excellent," "good," "only fair," or "poor." The plunge was attributable to declines in both items, Gallup found.

The number of Americans who said the U.S. economy was getting better took a nose dive to 30 percent, down from 37 percent during most of May and near the year's lowest point. The figure is five points below the reading for the same week in 2010.

Nearly half of Americans rated the current economic conditions as poor, matching the highest level for "poor" ratings so far in 2011. These ratings are three points worse than the previous week and three points lower than a year ago.

Gallup's measures of unemployment and underemployment - those working part-time but seeking full-time jobs - have shown no improvement compared with a year ago.

At the same time, the official U.S. unemployment rate, as reported by the Bureau of Labor Statistics, worsened from 8.8 percent in March to 9 percent in April and hit 9.1 percent in May.

Even a recent decline in the gas price to 3.78 U.S. dollars per gallon failed to offset the decline in consumer optimism, in part because overall pump prices remained more than 1 U.S. dollar per gallon higher than a year ago, Gallup found.

LONG- OR SHORT-TERM PROBLEM?

The key question now was whether this economic softening will be modest and transitory or whether it was a harbinger of something more significant, Gallup said.

Barry Bosworth, former presidential adviser and senior fellow at the Brookings Institution, told Xinhua that while the United States was unlikely to sink into another recession, the growth was likely to remain under 3 percent for the rest of the year - short of the 3 percent to 3.5 percent growth that most economists said was needed to significantly reduce the high rate of unemployment.

The economy would continue to see low growth, and there was very little room to do anything at the policy level, he said.

"I think the unemployment rate will stay pretty much unchanged for the rest of the year," he said.

Bernard Baumohl, chief global economist at the Economic Outlook Group, told Xinhua that while he foresaw no double-dip recession, the economy had certainly slowed down compared to last year's robust pace.

"We entered 2011 with considerable momentum, lots of steam. There was a great deal of optimism about how the economy would do in 2011, and then suddenly we got hit by all these geopolitical events in the Middle East and the disaster in Japan, and then suddenly it changed the whole equation," he said.

Indeed, after the onset of political tumult in the Middle East and the earthquake and nuclear crisis in Japan, economists began to re-assess their outlook for the economy.

All in all, many uncertainties have plagued the economy, Baumohl said. Oil and gas prices were likely to remain elevated, the cost of living was rising faster than wage growth, and the housing market remained comatose.

Taken together, those factors had prompted business leaders to exercise caution with regards to hiring and investing, which was likely to cause the economy to grow at a lackluster pace this year, he said.

Perhaps more worrisome was the likelihood of a coming period of weaker growth and elevated inflation, which will resemble a mild form of stagflation - a stagnant economy worsened by heightened inflation - although it was unlikely to be as harsh as the stagflation of the 1970s, he said.

Non-Unique - Another recession is coming in the status quo
SCM 6/28 (6/28/11, Symmetry Capital Management, LLC, Seeking Alpha, “Economy: Lukewarm Data, Lousy Outlook,” http://seekingalpha.com/article/277028-economy-lukewarm-data-lousy-outlook) 

We remain lukewarm on the next two to four quarters in the U.S., bearish on the rest of the world, and highly confident that a recession will unfold beginning in 2012 or 2013. In the meantime, if policymakers in the eurozone, China, or U.S. take their eyes off the ball, a global recession could unfold much sooner. We apparently have some company on our recession call in economist Gary Shilling, who astutely points out that of his four economic cylinders—consumer spending, employment, housing, and business inventories—only the latter is showing much strength. He's correct on that, and inventories had a bit of a bounce in 4Q2010 according to the latest GDP data. Nonresidential equipment and software investment was strong throughout 2010, although it hasn't surpassed its all-time high of 2008. Corporate profits ended 2010 at record highs, although excluding financial companies, profits are right around their all-time high of 2006. One indicator signalling potential trouble ahead is net state and local government saving, which has started falling. In 60% of prior occurrences since 1970, this signal has been followed by recession within one to 1.5 years on average. Shilling still likes the long Treasury bond, as he has since 1980-something. Unless there's a 180-degree turn in Washington on fiscal policy, we're inclined to agree with him—a (relatively) risk-free 4%-plus in a boiling frog economy, with a poor demographic outlook and a very low probability of either inflation or Fed rate hikes, is not a bad place to be. At this point, Europe and the U.S. appear to be engaged in high stakes kabuki theater (that's our hope anyway), while China looms as the rather unpredictable wildcard. Its economy is currently flirting with recession (pdf), and it may be exposed to hidden systemic leverage and fragility, but its central government can potentially react to a crisis more rapidly than most democratically elected ones. One possible silver lining to a crisis in China is that it might finally deflate the unrealistic and over-the-top descriptions of its economy that some well-known western pundits have been fond of making for the last decade.

at: econ growing now

Economic growth rate slowing – effects of stimulus wearing out

Gulf Oil & Gas 11 (June 15, “World Economy - Jun 11”, lexis) WSX

Economic indicators show that the slowing pace in the US economic recovery continues. While the government-led support was the main driver for the expansion since the economy's trough levels in the first half of 2009, consumption has picked up over the past months. This has marked an important improvement in the recovery.

However, it seems that some of this rebound in private household consumption stemmed from the stimulus initiatives - monetary and fiscal. With the current weakening situation, it remains to be seen whether this positive development continues at just a lower expansion rate or whether it will decelerate more significantly with the fading ability to stimulate the economy by monetary or fiscal means.

The most important evidence for the deceleration came from the confirmation of the Bureau of Economic Analysis that the economy has indeed declined by 1.8% in the 1Q11. While this was lower than expected, it is a backward-looking indicator. On a positive note, the major reason for the low growth rate was the massive fall in defense spending of 11.7% q-o-q. Historically, such large shortfalls were due to postponements of projects that were then realized in the next one or two quarters.

This would give some support to the remainder of the year. Personal consumption grew at a healthy 2.2% q-o-q, but was lower than in the previous two quarters. While this is not dramatic, the again weakening labour market situation is raising concern about the ability of consumers to continue to increase spending at a significant rate.

While it should not be expected that consumption will strongly decelerate at this time, however, it will not act as a big growth-engine in the near future as long as the labour market situation does not improve much.

Unemployment rates have increased again and stood at 9.1% in May, compared to 9.0% in April and back from the March level of 8.8%, the lowest rate in the past two years. Furthermore, job additions in the non-farm payroll area have been very low at only 54.000, compared to 232.000 job additions in April and marked the lowest number since September 2010. This is low, considering that more than 8 million jobs have been lost in the recession. This also affected consumer sentiment, which, according to the Conference Board, declined from an index level of 66.0 in April to 60.8 in May.

The ISM indices from May underline that the economy - while still expanding - is slowing down in its growth rate. The ISM for the manufacturing sector moved to 53.6 from 53.7, after a steep decline in April from the March levels of 59.7 and February levels of 66.9.

recovery impossible
The economy won’t recover – U.S. is past the point of no return

Bonner 10 – author of books and articles on economic and financial subjects (Bill, August 27, “What Will the New Economy Look Like?”, http://www.csmonitor.com/Business/The-Daily-Reckoning/2010/0827/What-will-the-new-economy-look-like) WSX
Eventually, investors are going to realize that the discussion of a “recovery” is nonsense. The economy can never recover the pace and frenzy of the bubble years – and so much the better. It has to move on to something new. The big question is: What will this new economy look like? 

One important detail: in this new economy US stocks are not likely to be as highly prized as they are now. That is not to say that companies won’t make money. They will – especially those that are taking advantage of strong rates of growth overseas. But investors are likely to appreciate them less regardless. That’s what happens in a bear market: the price-to-earnings ratio falls. Earnings do not necessarily go down; but the multiple investors are willing to pay for each dollar of earnings does.

When people are optimistic about the financial future they’re willing to pay 20 or 30 times for each dollar of earnings. But when they are gloomy and negative they’re unwilling to pay anything more than 10…or even 5…times for each dollar of earnings.

Americans, and to a lesser extent people living in other developed economies, are going to feel increasingly negative as the years go by. For one thing, their economies are likely to underperform their competitors in the emerging world. But I’m going to focus on another reason today: their government financing systems are fundamentally dishonest and bankrupt. To make a long story short, their economies have been living on borrowed money and borrowed time. The moment for settling up is approaching. It is going to be painful, gloomy and depressing. All asset classes – save maybe cash and gold – are likely to fall.

This message came out this week from two important sources. Professor Lawrence Kotlikoff of Boston University and former Reagan-era OMB chief David Stockman. Both make the same point: government finances are worse than we thought and headed for disaster.

Of course, we knew that. You can’t go deeper and deeper into the hole forever. But two things are new: (1) these arguments are reaching the mainstream media; and (2) they show that federal finances are already beyond the point of no return.

I’m going to briefly rehearse the numbers and basic ideas for you. Because it’s easy to forget what is going on. One day the Dow goes up; the next day, it goes down. One day, the economy seems to be recovering; the next, it seems to be slipping backwards. It is as though we were on a ship that has hit a submerged reef. This ship is still afloat. The bartender is still serving drinks. People stand around and argue about politics. The music is still playing. It’s easy to forget that the ship is sinking.

Kotlikoff and Stockman each put forward evidence that clearly shows the US to be effectively bankrupt. If you add municipal debt to the official national debt, says Stockman, the total is already at Greek levels: about 120% of GDP.

Stockman has an axe to grind. He blames the Republican Party for abandoning old-time fiscal rectitude for the allure of “vulgar Keynesianism” (in which “deficits don’t matter” because we will “grow our way out” of them. Tax cuts, for example, are supposed to be self-financing, because they boost GDP, which increases tax receipts even at lower rates.)

Win-win is an attractive goal in contract negotiations; it rarely works its magic in public finances. When you cut taxes the first time, you may get an offsetting boost in GDP. But rarely a second or third time.

The Reagan-era cuts seemed to pay off. The economy boomed.

Republicans believed they had the winning formula: promise voters the moon and count on supply-side growth to pay for it. But the boom of the ’80s and ’90s was really Paul Volcker’s victory…not a victory for Republican fiscal management. After Volcker got control of inflation, the economy was able to grow and prosper for the next 20 years as interest rates fell and stocks rose.

The “deficits don’t matter” creed backfired under the administration of George W Bush. Spending programs – projected into the future – created huge structural deficit gaps that cannot now be closed by any reasonable economic growth assumptions.

In addition to the government deficit there is the accumulated trade deficit of $8 trillion – money spent by the private sector on goods and services bought overseas and not offset by investment back into the US by means of higher exports.

Official federal debt and the accumulated trade shortfalls adds up to $26 trillion – not quite 200% of GDP, but getting there.

Stockman:

    [N]ow there is no discipline, only global monetary chaos as foreign central banks run their own printing presses at ever faster speeds to sop up the tidal wave of dollars coming from the Federal Reserve.

Stockman also condemns the growth of the financial sector:

    The combined assets of conventional banks and the so-called shadow banking system (including investment banks and finance companies) grew from a mere $500 billion in 1970 to $30 trillion by September 2008.

    But the trillion-dollar conglomerates that inhabit this new financial world are not free enterprises. They are rather wards of the state, extracting billions from the economy with a lot of pointless speculation in stocks, bonds, commodities and derivatives. They could never have survived, much less thrived, if their deposits had not been government-guaranteed and if they hadn’t been able to obtain virtually free money from the Fed’s discount window to cover their bad bets. 

Kotlikoff focuses more on the total of US debt, including unfunded “unofficial” debts and obligations. He puts the total at $202 trillion – an amount that clearly can’t be paid.

    Let’s get real. The US is bankrupt. Neither spending more nor taxing less will help the country pay its bills. 

David Stockman said it, not us. 

econ resilient

Economy more resilient than predicted – has taken shocks and still growing

The Business Insider 11 (Bob Eisenbeis, March 31, “This Market Is Showing Incredible Resilience In The Face Of Many Crises”, lexis) WSX

No, not shock and awe as in how the military uses the terms, but rather shock as a characterization of what has hit the US and world economies recently and awe in terms of how resilient both have been. Just think of the variety of shocks that financial markets have had to digest and synthesize.

First there was the financial crisis, the shutdown of the commercial-paper and mortgage markets, and broad concerns about systemic risk. Then there were failures of major private-sector and government-sponsored institutions, government injections of capital, and guarantees of bank liabilities.

Europe has been wrestling with its own debt and fiscal finance problems, and these have caused politicians both in Europe and the US to face the hard realities that governments “ local, state, and federal “ cant continue to run increasing deficits forever; and the public has sent a strong reaffirmation of that fact.

We see the US fighting two wars, in Iraq and Afghanistan, that have sapped our military capabilities and have not been particularly well received in that part of the world. Then, the self-immolation of a street vendor culminated in the toppling of an autocratic Egyptian government. Demands for freedom and liberalization have spread farther and faster in the Middle East than one could have imagined.

Now, a third military front has been opened in Libya, and there is much concern and confusion both in the US and the rest of the world as to what the objectives are and how to define success. And then there are the triple disasters of earthquake, tsunami, and nuclear reactor farm meltdown, which promise to further worsen Japans deficit, in order to finance rebuilding. Oh, and did I mention the flooding in Australia and major quake in New Zealands capital? The global political economy is facing as much uncertainty as has ever been experienced in recent times.

Yet, in the face of all these events, the US stock market has essentially regained its lost value. To be sure, the job market is lagging and has a long way to go to recoup the 7.4 million or so jobs that were lost during the recession. The housing market faces a glut of excess supply that will take a long while to work off. However, corporate profits are at an all-time high, interest rates are low, and inflation has so far remained contained. Real economic growth has been positive and has increased at a steady, albeit modest, pace. State tax revenues are recovering. Consumer spending on services, durables, and nondurables are all positive and have been for the last few quarters. Who would have guessed that outcome, despite the best efforts of politicians and economic policy makers?

An individual investor, however, is likely to be shell-shocked to the point of numbness by now. Witness the reaction to assertions about the municipal bond market that have triggered large sell-offs “ especially by uninformed investors. Both risk and uncertainty are still high, and one wonders where the next shock will come from. Will it come from Europe or the UK, as policy makers begin to raise interest rates out of concern for domestic inflation, which is clearly on the increase? Will the surprise come from the FOMC, in an early truncation of its most recent QE II purchases of government securities? Will it come from a pullback in US consumer spending, as food and energy costs continue to rise? (Consumer confidence has recently taken a large hit, due in no small part to the increases in headline-inflation components.) Or will it come in the form of an external shock due to an acceleration and spread of the turmoil in the Middle East, which would further threaten world energy supplies?

What are the best policies for governments to follow under such circumstances? First, they should recognize that the real economies dont seem to be as fragile as many fear. US GDP is currently at an all-time high, in both real and nominal terms, “ and exceeds its level at the onset of the financial crisis. This means that somebody is making something, somebody is selling services, and most people are still working. The economies of the world will pick up again when governments act to remove imbalances, that is, when fiscal responsibility is restored, tax and spending programs are brought into balance, promises that cant be kept are revoked, central-bank balance sheets are restored to normal, and clear strategies for dealing with political unrest and their implications for energy policies are formulated and articulated. When all this is done, uncertainty will be reduced and risks clarified. Then businesses can begin investing and hiring again.

Global economy resilient and recovering now – rebalancing 
Finfacts Team 11 – [May 16, “Global Economy: Resilience, rebalancing and financial repression” http://www.finfacts.ie/irishfinancenews/article_1022299.shtml] WSX

Global Economy: Despite many headwinds, Joachim Fels, economist at Morgan Stanley, the US investment bank, based in London, sees an economic outlook characterised by resilience, rebalancing and financial repression.
The economist says the global economy is quite resilient to the recent shocks and he says the recovery will be quite sustainable because of global rebalancing. Being constructive on growth does not mean that the outlook is blindly bullish. Fels says that while the global GDP will not continue to grow at the 5% snapback pace seen in 2010, GDP will moderate to a little over 4% this year (4.2% to be precise) and 4.6% next year. He says the important point is that Morgan Stanley looks for global growth to be above its long-term trend rate, which is 3.6% for the last 40 years.

Too young to die: Fels says this global recovery is only two years old - - it only started in the middle of 2009. On average, recoveries in the global economy have lasted a little more than six years. The shortest one over the past 40 years took place in the second half of the 1970s and lasted only four years. The longest one was in the 1980s and ended after eight years. Recoveries typically end when major imbalances in an economy have developed and become unsustainable - - such as overinvestment in the late 1990s or overconsumption in the late 2000s - - and when monetary policy becomes very tight. Neither is true now.

The global economy is relatively resilient: Despite the oil price shock, initial conditions are favourable because household and corporate balance sheets have improved since the financial crisis. Balance sheet clean-up and repair in the private sector has partly come at the expense of the public sector balance sheet, but that's another story. Personal savings rates have increased in former bubble economies like the US and the UK, and corporate profit margins have widened to record highs. This implies that the capacity of both households and companies to absorb shocks from higher oil and commodity prices has increased.

Global monetary and fiscal conditions are still very expansionary: Fels says most governments are shying away from tightening fiscal policy despite large deficits. The global real short-term interest rate is still negative and way below the growth rate of the economy, indicating very easy monetary policies. Long-term interest rates are also very low and have eased further recently. As for the monetary policy tightening in China and other EM (emerging) countries, the MS view is that much of this is not genuine tightening. For example, the many increases in banks' required reserves imposed by the People's Bank of China are largely aimed at neutralising the hot money inflows that pump up domestic liquidity. This is not a genuine tightening, but rather an attempt to make sure that liquidity doesn't get even more abundant.

Moreover, while many central banks have been raising nominal interest rates, in most cases the increases in policy rates have lagged behind the increase in inflation. So, real rates have eased further in many cases. In short, monetary and fiscal conditions are still very easy around the world and should make the recovery quite resilient for now.

Global rebalancing is a powerful underlying trend: The economist says global rebalancing means that the big consumers in the world economy are becoming savers, the big importers are becoming exporters, the big exporters are becoming importers and the big savers are becoming consumers. Global rebalancing requires new capital spending: the US export sector doesn't have enough capacity and needs to expand - - one reason for strong spending on equipment in the US. Conversely, China needs to direct more resources into the domestic economy. So, global capex (capital expenditure) is likely to be supported over the next several years, and companies have enough cash on their balance sheet to finance this spending. With the global imbalances that built up in the credit-fuelled boom of the 2000s diminishing and global capex being supported, this recovery look set to be more sustainable over time.

Global inflation is our bigger worry: Super-expansionary monetary policy in the mature economies is imported by emerging economies through their US dollar soft or hard pegs. This has been pumping up EM growth and commodity prices and is fuelling EM wage and consumer price inflation. Having gained a toe-hold in EM, inflation is then exported into mature economies through more expensive goods exports. ‘Rationally inactive' central banks in the mature economies accommodate this imported inflation, ultimately risking a domestic inflation take-off.     

Financial repression at work: Joachim Fels says that normally, one would expect an ongoing, sustainable recovery and higher inflation to push bond yields significantly above their current low levels. Paradoxically, however, MS believes that bond yields will remain relatively low (though not as low as they presently are) despite resilient growth and upside inflation surprises.  One reason is that the major central banks' responses to higher inflation will be relatively muted, given concerns about high unemployment (as in the US) and peripheral sovereign and banking problems (as in the Eurozone).  Thus, real short-term interest rates are likely to remain unusually low for quite some time.

Another factor that is likely to put a lid on bond yields is financial repression.

The economist says economic history is replete with examples of how governments, though taxation and various forms of regulation, have strongly encouraged or forced private and institutional investors to keep buying government bonds at uneconomic prices at times of elevated inflation rates. In these episodes, low or even negative real interest rates helped governments to cope with high public debt levels.  This time will be no different, in the MS view.  Regulators are already (for the sake of financial stability) forcing banks, insurance companies and pension funds to increase their holdings of safe government bonds, thus creating a captive investor group. This, together with low short-term interest rates and higher inflation, is likely to promote a prolonged period of very low or even negative real interest rates that should help to make the high and rising public debt bearable for governments. 
The economy is recovering and resilient – job growth and Obama’s statements

Associated Press Online 11 (By JEANNINE AVERSA, AP Economics Writer, May 7, “Businesses now hiring at fastest pace since 2006”, lexis) WSX

American companies are on a hiring spree. Businesses delivered a jolt of strength to the economy by creating 268,000 jobs in April, the biggest monthly total in more than five years. The gains were solid across an array of industries, even beleaguered construction.

It was the third month in a row of at least 200,000 new jobs. The private sector has added jobs for 14 consecutive months. Even a slight rise in the unemployment rate to 9 percent appears to be a quirk.

The job growth was better than economists expected and perhaps the strongest sign yet that what they call a "virtuous cycle" has taken hold: When people spend more, corporate earnings rise, leading to more hiring and then more spending.

Companies have added more than 200,000 jobs for three months in a row.

"This was really a good report because ultimately it is all about jobs," said Joel Naroff, president of Naroff Economic Advisors. "More and more, it is looking as if the recovery is on track despite the headwinds it is facing."

Those include higher prices for crude oil and gas. But energy prices fell sharply earlier this week, apparently reflecting lower consumption in the United States and a stronger dollar. Analysts think the price of gas may have peaked for the summer at about $4 a gallon.

The rise in the unemployment rate, to 9 percent in April from 8.8 percent the month, was the first increase since November. But it appeared to be because of a temporary disparity in two surveys the government uses to track jobs.

Wall Street was pleased by Friday's report from the Labor Department. The Dow Jones industrials rose more than 150 points shortly after the opening bell. The Dow closed up 55 points, or 0.4 percent.

Businesses added jobs in April across the economy. Retailers, factories, financial companies, education, health care and the construction industry all reported gains.

And the government said the job gains it reported for March and February turned out to be even stronger than previously thought. Private employers have now added jobs for 14 straight months.

Economists say companies are paying for new hires by starting to spend some of the almost $2 trillion in cash that businesses stockpiled after the recession ended in June 2009. Analysts have said the use of corporate cash reserves is the most effective way to strengthen the job market.

Once again, governments at the federal, state and local levels all cut jobs 24,000 in April. Counting those cuts, the economy as a whole added 244,000 jobs last month. The private-sector job gains were the most since February 2006.

"It is a sigh of relief: Economic momentum has not been lost," said Sung Won Sohn, economist at California State University. He said he was surprised that energy prices hadn't scared businesses away from hiring more.

President Barack Obama, refocusing on the economy after a week in which the killing of Osama bin Laden had dominated his agenda, said the figures were a sign that "we are regaining our footing."

"We've made this progress at a time when our economy's been facing some serious headwinds," the president told workers at a transmission plant in Indiana. He cited high gas prices and the earthquake in Japan.

"There will undoubtedly be some more challenges ahead, but the fact is that we are still making progress," he said. "And that proves how resilient the American economy is, and how resilient the American worker is, and that we can take a hit and we can keep on going forward."

Average hourly earnings rose to $22.95 in April, up 2 cents from March. Pay gains are trailing inflation. Over the past year, wages have grown 1.9 percent, while inflation has come in at 2.7 percent.

There was no evidence that the disaster in Japan, which disrupted supplies of some car parts, led the U.S. auto industry to cut jobs last month. All three Detroit car companies have been hiring at factories and in engineering departments.

Among the companies using more of their cash to hire is Amazon.com. It's also spending more on new facilities, including plans to add 10 distribution centers this year. A warehouse in Washington state will create several hundred jobs, and a customer service center in West Virginia will add 200 jobs.

"We're just seeing tremendous growth, and because of that we're having to invest in a lot of capacity," Thomas Szkutak, Amazon's chief financial officer, said last week.

Even with last month's burst of hiring, 13.7 million people remained unemployed in April. That's double the number when the recession began in December 2007.

Including part-time workers who would rather be working full-time and people who have given up looking altogether, roughly 25 million are "underemployed." They represent 15.9 percent of the work force, the highest proportion since February.

The two surveys the government uses to gauge the job market can diverge sharply from time to time. That appeared to account for the increase in the jobless rate in April. The surveys tend to even out.

To calculate the number of jobs that companies have added or subtracted each month, the government surveys about 140,000 businesses and government agencies. That survey covers about a third of all workers in the United States.

For the unemployment rate, it calls about 60,000 households and asks people if they're working or looking for a job. This includes the self-employed, farm workers and domestic help people not counted in the first survey. In April, the number of farm workers who said they had a job fell sharply. Economists suspect that may have been because of bad weather that delayed planting.

It's typical in economic recoveries for the unemployment rate to bounce around sometimes rather than falling month after month. In fact, economists think the rate will probably rise further this summer because more people start looking for work and are counted as unemployed. By the end of the year, though, economists say the rate should be back under 9 percent.

Most analysts say the factors that held back overall economic growth at the start of the year, including higher gas prices and lower consumer spending, were probably temporary. They predict the economy, which has been expanding for almost two years now, will grow ever faster for the rest of the year.

Retailers reported strong April sales, partly because Easter fell later than usual but also because people appear to be more willing to spend. Auto companies say sales are brisk. And factories have expanded production this year at the fastest pace in a quarter-century.

Nigel Gault, an economist at IHS Global Insight, cautioned that hiring could slow in the coming months, as suggested by a big increase in first-time applications for unemployment benefits over the past month.

But the job gains of the past three months, which average 233,000 for the government and private sector combined, show "good momentum that should allow the economy to absorb the twin shocks from the Middle East and Japan without too much damage," Gault said. 

deficit spending good for econ
Deficit spending acts as a stimulus for economic growth

Chicago Sun-Times 5/12/94 (lexis)
A veteran Northwestern University economist, Eisner worries that the government is acting too aggressively to cut the federal deficit. 

His recent book, The Misunderstood Economy (Harvard Business School Press), makes a case for deficit spending when it promotes economic growth.

Eisner is a past president of the American Economic Association and he has just received the annual award of the international economics honor society, Omicron Delta Epsilon.

In the book, Eisner argues that deficit spending on the part of the federal government is a plus for the economy, not a threat, even though he leads off his opening chapter with a quote from James Madison: "A public debt is a public curse." And another one from Thomas Jefferson, wishing for a constitutional amendment "taking from the federal government the power of borrowing."

By Chapter 5, Eisner cites the great British economist John Maynard Keynes to support the idea that deficits can benefit the economy. He also quotes Dwight Eisenhower supporting the full use of the federal government's "power" and credit to make sure the country never again suffers another Great Depression.

Much of what is written and said about the damage done by federal budget deficits "is sheer nonsense," Eisner writes. The nonsense, he writes, starts with the idea that the federal government will one day go bankrupt if deficits continue to build up. It is nonsense because the government "can simply print the money needed."

The book makes it evident that Eisner loves to teach. He tackles the idea that the interest the government pays on the national debt can eventually wreck the economy.

More nonsense, he writes. Actually, the interest on the debt comes to less than 3 percent of gross domestic product, and most of the interest -- spendable money -- ends up in the pockets of the middle class via pension funds and other savings vehicles.

As Eisner points out, government spending is financed by taxes and deficits. The good professor prefers deficits. When you and I and our employers pay taxes, all we have to show for it is a piece of paper, a form showing taxes paid.

At best, deficit spending may reward us with spendable interest payments. All economic theory and all evidence indicate, Eisner writes, that people with more income and wealth spend more, to the benefit of the economy.

Today Eisner is worried about twin trends that seem to run counter to the main thesis of his book.

In Washington the talk is of reduced federal spending and balanced budgets and higher interest rates. All translate to less spending, public and private, and less support for the national economy.
Deficit spending acts as an economic stimulus

New Straits Times 1/19/03 (lexis)
"Pump priming" in simple economic language means the Government spending more to stimulate a sluggish economy.

This is usually done by spending on infrastructure projects and social services, where the money that a Government spends flows down to the contractors, the workers and eventually circulates among the consumers.

Renowned economist Maynard Keynes first proposed this policy as a means to get a sluggish economy out of a recession.

Central to this measure is the practice of Government budget deficit financing, where in order to fund the projects the Government has identified, it borrows, resulting in higher debts and a budget where revenue lags behind expenditure.

This is what Governments in many countries, including the United States, Singapore, China, Thailand, Indonesia, Britain and Malaysia, are presently doing.

Even the World Bank and the International Monetary Fund are today advocating the use of budget deficit financing to revive a sluggish economy.
Federal deficit spending almost always generates economic growth

Hoff and Shreve 03 (Derek and David, Fellow @ Miller Center of Public Affairs + Asst Prof @ UVA, AScribe Newswire, 9/26, lexis)
The "kind of demand we need" is that generated by middle-income and working-class prosperity. In clear terms, Clark reminded us that America is most prosperous when it adheres to its 70-year tradition of modest redistribution from the wealthy to everyone else. Taxes are not only the price we pay for civilization, but when levied primarily on those who can most afford them-and combined with public spending that benefits middle-income and working-class Americans-they also generate economic growth.

As John Maynard Keynes explained in his path-breaking 1936 book, "The General Theory of Employment, Interest, and Money," the rich spend a smaller proportion of their income than do the poor, so a modest top-down redistribution of income places more money into the hands of individuals most likely to spend it. In turn, this enhanced purchasing power-the "kind of demand we need"-drives economic growth, ultimately rewarding the wealthy with rising profits and income in exchange for their willingness to be taxed.

It isn't class warfare if everybody wins.

As Keynes also noted, federal deficit spending almost always generates economic growth by putting more money into the economy than it removes. As a generally positive force that increases the rate of redistribution, deficits can mask the ill effects of policies that favor the wealthy. George W. Bush has embraced them for this reason.
Federal spending acts as an economic stimulus—Reagan experience proves

Financial Post 11/16/96 (lexis)
Frum confuses cause and effect. He credits tax cuts as the sole explanation for sound economic growth in the U.S. in the 1980s, while assuming that the high level of government spending during the same period was merely an unfortunate nuisance along the road to economic prosperity.

This ignores the fact that U.S. economic growth under Reagan was greatly enhanced because of deficit spending, rather than in spite of it. It may be folly to believe that tax cuts alone can drive economic growth, without the stimulative aid of high government spending, which was the hallmark of the Reagan years.

Perhaps today's policy-makers should take heed from the U.S. experience: Voodoo Economics may work, so long as they are supported by good old Keynesian pump-priming.
Deficit spending helps the economy 

Stiglitz 04 (2004, Joseph Stiglitz, recipient of the 2001 Nobel Prize for Economics, a Professor of economics at Columbia University, Chairman of the President's Council of Economic Advisers during the Clinton Administration, Chief Economist and Vice President for Development of the World Bank, The Economists’ Voice, Vol. 1 issue 1, “The Parties’ Flip-Flops on Deficit Spending: Economics or Politics?” http://ic.ucsc.edu/~fravenna/econ100n/ReadingStiglitz.pdf) 

When Economists Agree Deficit Spending Works: To Correct Lack of Demand Indeed, this cynicism ignores a half-century of economic science — one result of which has been that there is an overwhelming consensus among economists about a few basic propositions. And one area of such consensus involves the key circumstances when deficits matter, and when they do not. Suppose the economy is operating below its potential — say, because of a lack of aggregate demand. In that case, an increase in aggregate demand can help the economy. And deficits normally increase demand. That's because the government is spending more money, or because low taxes encourage increased consumer spending — or both. Keynes made this point clear a long time ago — and he is still correct. No wonder, then, that the IMF’s imposition of fiscal stringency in East Asia and Latin America — when those countries already faced a downturn — was a disaster. The IMF policy had the predictable consequence of making the economic downturns worse, turning downturns into recessions, and recessions into depressions. The right prescription for the affected countries was not balancing the budget, but running a temporary deficit to stimulate the economy — as Keynes knew. 

Spending cuts NOW undermine future economic recovery efforts
Irwin 11 – writes about economics and the Federal Reserve for The Washington Post (Neil, June 7, “Bernanke: Economy can withstand recent setbacks”, http://www.washingtonpost.com/business/economy/deficit-must-fall-to-prevent-economic-crisis-bernanke-warns/2011/01/07/ABZv6jD_story.html) 

The recent slowdown in the U.S. economy is being driven by temporary factors, and growth is likely to accelerate later in the year, Federal Reserve Chairman Ben S. Bernanke said Tuesday.

The Fed chairman gave no indication that signs of economic weakness over the past few weeks, including a disappointing report on the job market Friday, will lead the central bank to consider new steps to try to boost growth, such as a third round of injecting billions into the economy by buying Treasury bonds.

Rather than suggest the Fed might ease its monetary policy further — a controversial program announced in November is set to expire this month — Bernanke in effect argued that the things holding back the U.S. economy will not be fixed by the central bank printing even more money.

“The U.S. economy is recovering from both the worst financial crisis and the most severe housing bust since the Great Depression, and it faces additional head winds ranging from the effects of the Japanese disaster to global pressures in commodity markets,” Bernanke said at the International Monetary Conference in Atlanta. “In this context, monetary policy cannot be a panacea.” 

William C. Dudley, president of the Federal Reserve Bank of New York, gave a separate speech Tuesday evening that articulated a related idea — that the United States needs fundamental, structural changes to make the economy poised for stronger growth. He was a strong internal advocate of earlier rounds of bond pur­chases, or quantitative easing, but in Tuesday’s speech did not advocate for expanding that strategy.

“We, as a nation, have to take steps that facilitate the needed structural adjustment of U.S. economic activity that will position us to thrive in the next chapter of global economic transformation,” Dudley said at the Foreign Policy Association Corporate Dinner in New York. “We need to make sure that the next business cycle will be more sustainable than the last, which was built on an unstable foundation of asset price gains, easy credit and outsized financial-sector profits.”

Both speeches reflect a growing sense within the Federal Reserve that the central bank has done about all it can to try to support the economy. The Fed’s main policy tool of monetary policy can help economic growth by making more money available to households and businesses to borrow at cheaper interest rates; by keeping prices for other assets, such as the stock market, high; and by decreasing the value of the dollar on international currency markets.

By those measures, the economy should be doing great. Banks and corporations are sitting on trillions of dollars in extra cash, interest rates are low for all sorts of borrowers and stock prices have risen steadily for nine months. The Fed’s strategy of keeping its target interest rate near zero and buying $600 billion in bonds, expiring in June, has worked in some narrow sense but hasn’t been enough to create jobs in any large numbers.

That being the case, Fed officials are unconvinced that the tools they have available, such as a third round of bond purchases, or QE3, would create meaningful economic improvement.

That's not to say they are crowing about the economic situation.

“U.S. economic growth so far this year looks to have been somewhat slower than expected,” Bernanke said in his comments. “A number of indicators also suggest some loss of momentum in the labor market in recent weeks.”

But Bernanke said he views the causes as partly temporary, suggesting that momentum will accelerate as the year progresses. “With the effects of the Japanese disaster on manufacturing output likely to dissipate in the coming months, and with some moderation in gasoline prices in prospect, growth seems likely to pick up in the second half of the year.”

The economic recovery is proceeding at a rate that is “frustratingly slow from the perspective of millions of unemployed and underemployed workers,” he said.

Bernanke did offer a warning — that seemed to be aimed at some Republicans in Congress — that cutting federal spending too quickly could undermine growth.

“If the nation is to have a healthy economic future, policymakers urgently need to put the federal government’s finances on a sustainable trajectory,” he said. “But, on the other hand, a sharp fiscal consolidation focused on the very near term could be self-defeating if it were to undercut the still-fragile recovery.” 

