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Thursday, December 14, 1978

‘Inflationary stagnation’

in °79, says bank economist

By TIM RICHARD

America's inflationary excesses of
1978 leave the nation vulnerable reces-
sion in 1979, .

But David Littmann, vice-president
of economics for Manufacturers
National Bank, said there could be
some good economic news next year if
inflation is reduced by less federal
borrowing and less expansion of the
money supply.

In either event, “inflationary stagna-
tion" and little real growth in produc-
tivity are in store, Littmann told the
Detroit Economic Club Monday.

Littmann gave the overview speech

" for the club’s annual economic fore-

casting luncheon. Whatever else hap-
pens, he foresees a flattening of the
boom which in January will erter a
record 46th month.

IF FEDERAL monelary and fiscal
policies are brought under control, Lit-
tmann said, four good things could
happen next year:

REAL GROWTH in 1979 will be
lower than in 1978, it is generally
agreed, he said.

“In contrast to the outlook presented
a year ago, there are now several

major sectors of the economy," Lit-
tman said, listing two sectors:

“The growth rate of mortgage and
consumer instaliment credit cannot be
maintained.

“Incomes will be pinched by
inflation, and spending for autos and
residential housing will undergo some
retrenchment.”

Littman said financial markets, both
in the U.S. and the rest of the world,
are watching American policy “with
extreme anxiety.”

He continued: “Less deficit spend-
ing is irterpreted favorably. Less
money and credit expansion now
translates into positive responses . . .

"It is recognized that control pro-
grams merely distort the economy and
create shortages. Moreover, controls
attack rather than

® “After a period of i
prices in the first half of 1979, the U.S.
economy could turn the comer on
inflation before next year end.

* “Interest rates, after reaching a
peak early next year, could descend
progressively during the year and into
1980,

* “Capital spending should remain
strong; savings and investment,
expressed in real terms, could
improve,

* “The US. net export position
could show a dramatic turnaround,
ending the year 1979 as a positive fig-
we.”

He predicted a one per cent real
growth in the gross national product
barring major strikes and no manda-
tory controls or credit allocations by
the federal government.

LITTMANN, who has degrees from
Institute of Te
Antioch and the University of Mich-
igan with advanced study at the Lon-
don School of Economics and Political
Science, has developed a monthly
index of business activity for the met-
ropolitan area and the state.

He recalled that his forecast for 1978
bad been on target:

*If policy-makers continue to stimu-
late the economy by adopting wider
deficits and faster growth rates for
mongy, then 1978 will show dramatic
acceleration in prices and interest
rates,” he predicted a year ago.

“*Unfortunately, this is exactly what
happened,” he told the Economic
Club. ““Despite the fact that the US..
economy this year will show a real
output gain of at least 3.8 per cent—
which exceeds the average 3.5 per cent
expansicn rate for our economy since
World War 11—there has been no let-
up in policy stimulation.

“Largely as a result of these
inflationary excesses, the economy
now enters 1879 with considerable vul-
nerability to recession and great
uncertainty regarding even more gov-
ernment-imposed controls,” he
warned,

causes, of inflation. Therefore, move-
ment toward such programs would
appear as desperate actions.™
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DAVID LITTMANN
‘Inflationary stagnation’
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As comfortable as it is handsome,
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Cive a gift that lives forever.
Portraits by Hubert Volkmann
Now thru Christmas.

Somerset Mall

Where the unusual is the usual.
Big Beaver at Coolidge, Troy.
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HOLIDAY HOURS
Jor your
SHOPPING CONVENIENCES
Monday thru Friday
9:30 to 9 p.m.
Saturday 9:30 to 6 p.m.
Sunday 12 to 5 p.m.
Gene Sims and Harry Solomon
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FOR A PROUD FATHER
OR GRANDFATHER

Iy A great gift
2 idea. A 3”
long sterling
knife that
can be en-
graved with
children’s
names and
birthday on
one or both
sides. Room
forup to 12
names and

S s oot . dates.
name and date engrave

free in time for Christmas, free $1 5.00
Gift Wrapping for the Holiday.
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Creative Jewelers Diamonds

Precious Stones
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T
N A@ , HARVARD ROW MALL
>, <11 Mile & Lahser
G

353~JI4U

N

See 103 Settings of

DREXEL-HERITAGE at

GORARS

1465 W..BIG BEAVER + TROY NCHIGAN 48084 +640-2070

Gant takes a firmly traditional approach to
sensuously luxurious Viyella. Vivella is a
velvety rich blend of wool-cotton, sinfully
soft and warm. Gant uses it, interestingly,
in a simple classic, trimly cut, without any
fuss. It comes in Tartan plaids, mini-Tartans,
and rugged plaids at $40; and in solids of
camel or navy at 37.50.
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Exciting
Diamonds
bring exciting

moments for less
from

diamond jewalers
16338 Middlebelt

{between 5 & 6 Mile)
Livenia, M1 48154 ,
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Honthaitle W
& Clack Shop
We Speciatise in the sole and
repalr of antique
watches and clocks
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