After months of gloom, investors
and businesses 3
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turn the corner., By David Smith
and Kirstie Hamilton
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He expects business activity
o mcrease in the new year,
with Companies starung 1o
spend much more on mergers
and acquisiions, adverising
and marketing budgets. and cap-
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Part of this could be because
the sharp decline in company
profits s coming to an end
“Amid the US carporate.
carmings wreckage, there are
signs that the outlook is stabilis-
ng.” says SG Secunities. “This
is better than we could say at
the same ume last quarter ™

Brian Hilliard, SG's head of
economic rescarch, sayss “We
always saw the fourth quarter
as a black hole. What it is look
ing like is that this will be the
low pomt.”

Others are picking up similar
straws in the wind Adam
Singer, chief executive of
Telewest, the cable-television
company, says: “We haven'l
scen ceven a blip in demand
You mught expect businesses
like ours to do well in reces
sions but we have been sur-
pnsed by the fast take-up of
higher-value products, such as
high-speed internet access.”

Doug Flynn, chief executive
of Aegis, Bntain's second-
largest advertsing and market-
ing company, says. “There are
micro and macro signs that the
upturn will be soomer and
steeper than people expect We
are planning for flat revenues
next year but have some reason
for hope of better — and we do
nol think we are looking at life
through rose-tinted spectacles.”

ITV advertising was forecast
to decline by 20% in Novem-
ber, but early mdications are
that the actual fall may be about
15%. While hardly good news,
this is the first time in a year
that ITV advertising has beaten
the market's expectations

Other companies are also
doing better than they had
hogd In the last recession
MFI, the kitchens company, suf-
fered badly as consumers
slashed their spending

John Hancock, MFT's chief
executive, fully expected his
customers (o put their plans for
a new kiichen on hold i the
wake of September 11 The real-
ity has been quite different

“To our surprise, we have
seen no real effect on consum-
ers,” he says. “If anything, the
second hall of the year 1s
actually proving stronger than
the first. If you have a pretty
benign environment, with inter-
est rates at their lowest for 50
years and unemployment at a
30-year low, that is not the pic-
ture of an economy about to fall
off a cliff ™

Even in the beleaguered air-
line sector, which suffered a

new blow to ger confi-
dence with ‘\Jomhy’s Amen-

can Airlines crash in New
York, the picture is not univer-
sally gloomy
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UNTIL Wednesday last week
the ome place you would not
have expected a stron recov
€Ty was America. The Septem.
ber 11 anacks on New York
and Washingron shook the
Ration 10 its roots and were fol.

lowed by a mood of panic over
anthrax and fear of mm ter-
rorist attacks
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Britain will avoid
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the recovery will
be strong?

because of these fears and soar
ing unemployment that people
stayed at home. A mood of col
lective gloom, it seemed, had
descended over the economy

If so, Amencans have a
strange way of showing it Offi.
cial figures revealed that Amen
can retanl sales jumped by 7 1%
in October, casily a record and
more than outweighing Septem
ber's 24% fall
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“People complain of being mis-

eruble and nervous, but there
are plenty of things happening
to temper that misery ”

He points not only 10 the
incennive deals o buy new cars
but also to the summer tax
rebates, most of which are yet
10 be spent, further tax cuts to
come, mortgage refinancing at
low interest rales, lower energy
prices and above-inflation
growth in incomes

“We're seeing a classic cych
cal wuptum pgencrated by
extremely loose fiscal policy,”
Shepherdson says. He does not
even expect Amenca s gross
domestic product to fall in the
curremt quarter, which would
mean the economy had avoided
formal recession following its
third-quarter contraction

Nol all the data are strong
Figures on Fnday showed the

TRADE TALKS BACK ON TRACK
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| 3th successive fall in Amen-
can industnal production and

at 1.1%. the biggest monthly
fall since November 1990
Most economists also thunk that
Amernca s recovery is not yet
happening, but that it will soon

“The odds of a short reces
sion  have increased,” says
Ethan Hams, chief US econo-
mist at Lehman Brothers. “We
believe a tumround is still sev
eral months away. but the pre-
conditions for a solid recovery
continue o build

“Military victory in Afghani-
stan does not guarantee an end
to the terrorist threat, but it car
nes a strong symbolic value
Equally important is the contin
uing decline in o1l prices.”

Cheaper oil could be a big fac-
tar in a recovery When the min-
isterial meeting of the Organisa
tion of Petroleum Exporung
Countnies ( ) broke up In
Vienna on Thursday, it was
with a warning on oil pnces

“I wouldn't be surprised if oil
fell to $10 a barrel,” said Adel
Khalid Al-Sabeeh, Kuwait's oil
minister Although his warming
was intended as a shot across
the bows to non-Opec members
such as Russia, which have
refused to cut their production
to boost the oil prce ialo
Opec's $22 1o $28 a barrel
range — on Friday mﬂ”
was $18 — it confi the
weakness of the market

Economusts say lower ol
prices are the equivalent of 3
tax cut — cheaper petrol pneces
free money for consumers 10
spend on other things, while cul-
ting industry’s costs.

“The collapse in oil pnces 18
very significant,” says
Lyons, head of global-markets
research at Standard Chartered
“We have a price war that Is
pushing prices lower. This i
excellent news for consumers
and the world economy

In Britain the Bank of Eng-
land, which published its quar-
terly inflation report last week,
surprised analysts with its
upbeat tone

Mervyn King, the deputy gov-
emor, said there was only a
| in 10 chance of a recession,
using the Bank’s definition —
GDP over any four rs
dropping below its level of the

nous four )

The Bank, while warning that
there were still serious
a more prolonged global down-
turn, was upbeat about longer-

term growlh prospects. While
the probability of growth at the
end of next year being less than
1% was just 10%, the probabil-
ity of it exceeding 3% was
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