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Rita Kostopoulos
Fresh Start
Unlike the movie,
Warren attorney Rita
Kostopoulos’s story
doesn’t end with a
Big Fat Greek Wedding. She had
already been married
and divorced before
starting college.
“At age 32,” she
recalls, “I found
myself wondering
what I was going to
do with the rest of
Rita
my life.”
Kostopoulos
Working at her
family’s
Greek
Coney Island, Kostopoulos put herself through
Wayne State University with a Bachelor of Science degree in management (cum laude) and
then through Wayne State Law School.
“I always found it a fascinating field,” she
says when asked why she went into law.
At age 39, Kostopoulos found herself a proud
member of the bar. She clerked for Macomb
County Circuit Judge James Biernat for a year
and looked for a full-time position - and she
looked and looked.
“I looked for quite a long time,” she says, “but
I couldn’t find an opening. I thought it was my
age.”
Working out of her home, she took whatever
cases she could through family and friends. Her
determination paid off. In 2004, she founded her
own firm, Kostopoulos & Associates, and now
has five attorneys, and two offices, one in Warren across Van Dyke from the General Motors
Technical Center and the other in St. Clair
Shores.
“At the time I was very disappointed,” she
says of the days when she couldn’t find a job
with a firm. “Now I’m glad it turned out that
way.”
Originally, the firm took whatever cases came
up. In 2004, they began doing bankruptcy cases.
Dubbed “The Fresh Start Center Law Firm,”
Kostopoulos & Associates sees clients seven
days a week, Saturdays and Sundays being especially busy.
“It helps them eliminate debt and get on their
feet again,” Kostopoulos says of her bankruptcy
clients. “It’s a fresh start.”
Now the 47-year-old self-made lawyer’s talents are being called upon to revitalize the Hellenic Bar Association, which had gone somewhat
dormant since its founding in 1958.
Founded by George Cholack, James G. Pyrros
and Theodore Souris, the Hellenic Bar Association was created as a way for Greek lawyers to
get together. One of the bar’s early successes was
getting Souris on the Michigan Supreme Court.
Appointed and elected in 1960, Souris, at age 33,
was the youngest justice to serve on the Michigan Supreme Court and the first Greek.
Other prominent Hellenic Bar Association
members include State Reps. Andrew Kandrevas
and Bob Constan, noted labor arbitrator George
Roumell, Wayne County Assistant Prosecutor
Athina Siringas involved in the Kwame Kilpatrick restitution matter, Wayne County Circuit
Judge Eric Cholack, District Judges James
Plakas and James Kandrevas and Grosse Pointe
Farms Councilman Louis Theros.
As its president, Kostopoulos hopes to renew
interest in the specialty bar for attorneys of
Greek background. She plans to have a Web site
and more events.
“We’re hoping to bring it back to its glory,”
she says.
The Hellenic Bar Association will also focus
on helping establish the Hellenic Museum of
See PROFILE, Page 2
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Law professor calls immigration system ‘broken’
Wayne State immigration reform lecture
mirrors Obama administration’s view
BY TARYN HARTMAN
Legal News

Coming on the heels of a pertinent November 13 address on immigration reform from
Homeland Security Secretary Janet Napolitano, Wayne State law professor Rachel Settlage gave her own lecture on the topic last
week as the last event in a speaker series sponsored by the law school’s new Program for
International Legal Studies.
“What both sides agree on is the current
system is broken,” Settlage told a packed classroom last Wednesday afternoon. “It’s broken
and it needs to be fixed.”
Settlage explained that the current familyand employment-based systems of immigrating
into the United States — which boasts the
highest rate of immigration into the country
than any other nation in the world — are
severely crippled by the limited number of
visas that can be legally awarded each year,
often numbering less than 10,000.

Her sentiments echo that of the current
administration, which earlier this month called
for Congress to take up comprehensive immigration reform in early 2010. Democratic Representative Luis Gutierrez of Illinois will be
overseeing the effort in the House and Senators
Chuck Schumer and Lindsey Graham will
spearhead the Senate initiative, according to a
November 14 Wall Street Journal article.
Settlage’s lecture addressed a handful of
myths surrounding the immigration debate and
the approximately 12 million undocumented
aliens — 4 percent of the current population —
currently living and working in the United
States. Among the misconceptions Settlage
sought to refute were that undocumented persons take jobs from U.S. citizens, drive down
wages and usurp the nation’s public benefits.
Rather, Settlage said, the undocumented
population has been shown to make little negative impact and in fact be a fiscal benefit to
society by consuming goods and services, lowering consumer prices, and contributing and

improving entrepreneurship and other benefits
to their immediate communities. Settlage was
quick to point out that undocumented individuals and their families simply are not and never
have been eligible to access health care and
other public benefits, and are in fact often
exploited by employers through severely
depressed wages.
Undocumented immigrants compose 5.4
percent of the nation’s labor force and anywhere between 25 percent and 75 percent of all
agricultural workers, Settlage said. In addition
to taking low-skill jobs U.S. citizens simply
don’t want, she added, undocumented workers
use “borrowed” or phony Social Security numbers to obtain employment and through payroll
taxes annually contribute $8.5 billion to Social
Security in benefits they will never benefit
from.
New to Wayne State’s faculty this fall, Settlage is an immigration law expert who’s
worked as an advisor on the topic for the
Department of State and most recently taught
an immigration rights clinic at the University
of Baltimore’s School of Law. She’s launching
a similar Asylum and Immigration Law Clinic
See BROKEN, Page 2

Wayne State law professor Rachel
Settlage is an immigration law expert
who joined the faculty this fall.
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Trial Basis

Law firm returns to
DPS with 2nd year
of entrepreneurship
program for teens
BY TARYN HARTMAN
Legal News

Photo by John Meiu

The Association of Defense Trial Counsel (ADTC) conducted its November Membership Meeting on Tuesday, Nov. 10, at Sinbad’s at the River in Detroit. Among those enjoying the evening were (l-r) Charles Trickey of Hom, Killeen, Siefer, Arene, &
Hoehn, ADTC treasurer; Kevin Moloughney of Collins, Einhorn, Farrell, & Ulanoff PC, ADTC director; John McSorley of Garan
Lucow Miller PC, ADTC director; Brian Einhorn of Collins, Einhorn, Farrell, & Ulanoff PC, ADTC past president; Ralph Chapa
of Kaufman, Payton, & Chapa PC, ADTC director; Kevin Moffatt of Martin, Bacon, & Martin PC, ADTC past president; Macomb
County Circuit Court Judge Diane Druzinski, guest speaker; Jonathan Wayman, ADTC president; Third Judicial Circuit of
Michigan Judge Amy Hathaway, guest speaker; David Thomas of Rutledge, Manion, Rabaut, Terry, & Thomas PC, ADTC past
president; Monroe County Circuit Court Judge Michael LaBeau, guest speaker; Matt LaBeau of Garan Lucow Miller PC; Alicia
Siefer of Garan Lucow Miller PC; Cynthia Geller of Law Offices of Cynthia L. Geller PLLC; and Daniel Siefer of Hom, Killeen,
Siefer, Arene, & Hoehn. According to ADTC President Wayman, the three circuit court judges were there to share their experiences along with what’s expected of attorneys in their courtrooms.

Foley & Lardner is back in the Detroit Public Schools with the second year of its Improving Detroit through Entrepreneurship Advancement (IDEA) program, which itself has undergone some improvement and advancement
from last year’s pilot curriculum.
Designed to teach high-school students how
to construct a realistic plan for a new Detroitbased business, the IDEA program is this year
offered only at Martin Luther King High
School instead of the six DPS career and technical centers that participated in the program’s
initial installment, primarily to allow for more
interaction between the approximately 97 participating students and Foley & Lardner volunteers.
“To get a really good work product by the
end of the year, we need to allow for more oneon-one mentoring time,” said Marcus Sprow, a
Foley patent attorney and self-described “quarterback” of the IDEA program, which was
launched after firm attorneys decided to establish a unique means of giving back to the
Detroit community. Sprow said the need for
more time to establish closer working relationships with the students was the biggest lesson
the f irm took away from IDEA’s inaugural
year.
Over the course of the year, IDEA students
gather once a month to hear presentations from
local business leaders and Foley attorneys on
different aspects of creating and maintaining a
small business. The program’s second session
See PROGRAM, Page 2

DAILY BRIEFS
Public Notice
The Wayne County Clerk’s Office will be closed Thursday, Nov. 26
and Friday, Nov. 27 in observance of the Thanksgiving holiday.
The Third Circuit Court Civil, Criminal and Family Divisions will
be closed on Thursday, Nov. 26 and Friday, Nov. 27 in observance of
Thanksgiving. The court will reopen on Monday, Nov. 30.
In observance of the Thanksgiving holiday, the 36th District Court
will be closed on Thursday, Nov. 26 and Friday, Nov. 27. Only criminal
arraignments will be conducted.
The Wayne County Probate Court will be closed in observance of
Thanksgiving on Thursday, Nov. 26 and Friday, Nov. 27 and will reopen Monday, Nov. 30 at 8 a.m.

CLS of Detroit to hold annual
Advent Evening of Reflection
The Catholic Lawyer Society of Detroit will hold its Annual Advent
Evening of Reflection on Wednesday, Dec. 9 at the Manresa Jesuit
Retreat House in Bloomfield Hills. The evening will begin with a dinner at 6 p.m. Followed by a presentation in the Manresa Lounge by Fr.
Thomas Ryan, SJ around 7 p.m. entitled “What might the coming of
Jesus into our lives mean this Christmas of 2009?” The Evening of
Reflection will end with a mass at 8 p.m. celebrated by Fr. Ryan.
The cost of the Evening will be $35. Checks should be made
payable to the Catholic Lawyer Society of Detroit and may be collected

at the door or sent in advance to: Catholic Lawyer Society of Detroit,
C/O Lawrence J. Paolucci, Wayne County Probate Court, 1305 Coleman A. Young Municipal Center, Detroit, MI. 48226.
RSVP by Dec. 2 by emailing Lawrence J. Paolucci at
lpaolucci@wcpc.us or calling (313) 224-5602.

Polish American Legal Society’s
annual Christmas party Dec. 4
The Polish American Legal Society (PALS) will celebrate its annual
Christmas Party on, Friday December 4, from 6 to 11 p.m. at the American Polish Cultural Center in Troy. For more information, contact
Mark Plawecki at (313) 277-7143.

WBA and Straker to hold
annual holiday party Dec. 10
The Wolverine Bar Association and the D. Augustus Straker Bar
Association will fellowship at their annual holiday party on Thursday,
Dec. 10 from 5:30 p.m. to 8 p.m at Seldom Blues Restaurant in downtown Detroit. Refreshments and a cash bar will be available. The cost is
a $40 donation ($25 for WBA members, Straker members, and law
students) towards the Wolverine Bar Foundation or Pontiac’s Grace
Centers of Hope in support of their service to the community.
Contact the WBA Office at (313) 962-0250 with any questions.
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Taking Stock
MALCOM BERKO

Profiting from war?
Dear Mr. Berko:
If President Obama increases
our
troop
strength
in
Afghanistan, I’m told that we
will win that war just as we did
in Iraq. Now, if we win the
Afghanistan War, what will the
unemployment situation look
like (how much worse will it be)
when all of our troops come
home? When we finished Iraq,
we sent most of our men to
Afghanistan so the soldiers did
not have to return to compete in
the workforce. This really concerns me because we have such
high unemployment in the country. And in my state (Florida),
it’s over 10.5 percent. I have
been very lucky because I
bought six defense stocks in
March 2003 when Bush began
his campaign to free Iraq. My
investments are in Boeing, Teledyne, General Dynamics, Elbit
Systems,
Lockheed
and
Raytheon. I’ve nearly doubled
my money in all of them and I’m
concerned that if we win in
Afghanistan that defense orders
for these companies will slow
down and that the value of these
stocks will go down, too. Please
tell me what you think of my
stocks. Please tell me if I should
sell.
H.D., Fort Walton Beach, Fla.
Dear H.D.:
Wow, that’s one of the most
bizarre reasons to sell a stock
that I can imagine. But I believe
that five of those defense issues
will continue heading higher
whether we win that war or not.
Congress and the defense industry have had a long-term love
affair since Dwight Eisenhower
declared, “Beware of the military industrial complex.” But
pretty soon, the next president
may warn us, “Beware of the
health care industrial complex.”
But you need not worry. The
U.S. and our allies will not prevail in Afghanistan. An acquaintance who lost his legs in a Vietnamese prison told me, “If we
allow our morals and kindness
to inhibit the defense of our
society, then we will be
destroyed by a merciless society
whose morals we consider evil.”
He was a little more graphic in
his comments, but I think my
paraphrasing equably expresses
his thoughts. This is why we lost

in
Vietnam,
Iraq
and
Afghanistan. Our boys will not
be coming home soon so don’t
worry that they will compete for
jobs with others who are looking
for work.
However, I would sell Lockheed Martin (LMT — $80.10)
immediately. And if you were
following the stock properly, it
would have been sold when it
f irst drifted below the magic
$100 number in July of this year.
I think LMT could drop to the
mid $60s, at which time, I’d
repurchase the stock. Boeing
(BA – $52.61) is a huge company with $68 billion in revenues,
but its $326 billion backlog suggests that you should add to your
position. Elbit Systems (ESLT
— $62.81), which makes
unmanned air vehicles (drones)
and intelligence reconnaissance
systems, has lots of momentum
going for it. The Street believes
ESLT has good upside potential.
General Dynamics (GD —
$67.80) will have a so-so year in
2009, but 2010 and beyond look
very prosperous. I’d increase my
position. Raytheon (RTN —
$48.81) has a strong balance
sheet and a superb three-to-fiveyear revenue and earnings
growth potential. The coming
few years look good for RTN.
Teledyne’s (TDY — $36.66)
Electronics & Communications
division, its Engineered Systems, its Aerospace Engines
division and its Energy & Power
Systems are experiencing
declining revenues. TDY does
not float my boat so I’d sell the
shares.
All in all, it has been difficult
to lose money in defense issues.
The defense industry is one of
the half-dozen lobbies that own
Congress lock, stock and barrel,
playing those baby-kissers like
puppets on knee and string. And
many retired senators and congressmen owe their conspicuous
consumption retirement and special bank accounts to the defense
lobby.
––––––––––
Please address your financial
questions to Malcolm Berko,
P.O. Box 8303, Largo, FL 33775
or
e-mail
him
at
mjberko@yahoo.com. Visit Creators Syndicate Web site at
www.creators.com.
© 2009 Creators Syndicate Inc.

Business & Economy
MISSOURI

Midwest home sales post 26 pct. annual increase
Median sale price increase of 1 percent led the country
BY DAVID TWIDDY
AP Business Writer

KANSAS CITY, Mo. (AP) —
Home sales in the Midwest surged
in October as first-time home buyers sought to beat the initial deadline for a federal tax credit and
difficult market conditions last
year made comparisons favorable.
The National Association of
Realtors said Monday there were
111,000 resales in the Midwest, up
26 percent from October last year
and the best showing in the country. The median sale price for the
region rose 1 percent — also leading the country — to $146,600.
Nationally, home resales rose
21 percent from a year ago, without adjusting for seasonal factors.
The median sale price fell 7 percent to $173,100, the Realtors
association said.
Economists and local real
estate experts say the tax credit,
worth up to $8,000 for first-time
home buyers, is responsible for
some of the boost in sales. The tax
credit was originally supposed to
end this month, but Congress

recently agreed to extend it to
cover contracts signed by April 30.
The Midwest lacked the big
increases in home prices and frenzied selling seen along the coasts
so the region was expected to have
an easier time recovering. But the
Midwest relies heavily on manufacturing and the unemployment
rate has risen to 10 percent in
October, well above 6.6 percent a
year ago.
All 12 major Midwestern cities
tracked in the Associated PressRe/Max Monthly Housing Report,
also released Monday, showed
annual increases in sales in September, all but three by double
digits. All but four showed median
sale price declines.
The report analyzed sales transactions in the metropolitan statistical areas recorded by all real estate
agents, regardless of company
affiliation.
Here are some of the highlights
from the region:
— Biggest sales gain: Des
Moines, Iowa, saw the number of
sales jump 39 percent from a year
ago. Meanwhile, median price

declined about 5 percent yearover-year to $144,000.
John Knox, an agent with Iowa
Realty in Ankeny, a northern suburb of Des Moines, said 37 percent of sales in his off ice’s
pipeline are first-time home buyers looking to take advantage of
the tax credit.
“Overall, our projections for
2009 were pretty dismal and it’s
been an exceptional year,” Knox
said. “We have historically low
(interest) rates and we have great
inventory and it’s at or below market price. So we kind of have a
perfect wave, a perfect storm.”
— Smallest sales gain: Sales in
Wichita, Kan., were the worst in
the region, nudging ahead only 1
percent from a year ago. The
median sales price declined 5 percent to $120,850.
The city’s aviation industry has
been hit hard by the economy as
orders for business jets and other
aircraft have dried up, leading to
large layoffs. Wichita’s unemployment rate in October was 7.9 percent, well above the 4.3 percent
rate a year ago.

▼

Home prices up for 4th month in a row
WASHINGTON (AP) — The summer’s trend of
rising home prices is flattening as the traditional
home shopping season ends, two reports Tuesday
showed.
The Standard & Poor’s/Case-Shiller home price
index of 20 major cities rose 0.3 percent to 144.96 in
September, the fourth monthly increase in a row. The
seasonally adjusted index is now up more than 3 percent from its bottom in May, but still 30 percent
below its peak in April 2006.
Another reading of home prices published by the
Federal Housing Finance Agency held steady from
August to September. Analysts expect prices to dip
again this winter as foreclosures increase.
“As long as the unemployment rate stays elevated,
you’re going to see pressure on the pace of foreclosures, which are going to find their way back onto the
market, depressing prices,” said Dan Greenhaus, chief
economic strategist with Miller Tabak & Co.
Home prices are a key ingredient to rebuilding the
economy. Homeowners feel wealthier when their
property appreciates in value and are more likely to
spend money. Rising prices also help millions of
homeowners who owe more to the bank than their
homes are worth.

Currently, roughly one in four homeowners are in
that situation, according to First American CoreLogic.
While prices nationally are likely to keep rising
through November, “we are very worried about the
potential for a huge wave of supply next year, both
from private sellers and banks,” wrote Ian Shepherdson, chief U.S. economist at High Frequency Economics. “Prices could easily reverse their recent
gains.”
Home prices rose in 11 major cities with the
strongest gains in San Francisco and Minneapolis,
according to the Case Shiller report. Prices fell by the
most in Las Vegas and Cleveland.
Compared with a year earlier, the 20-city index
was down 9.4 percent, the smallest year over year
decline since January 2008.
“With housing remaining an albatross around the
economy’s neck, nothing would perk things up more
than some increases in home prices,” wrote Joel
Naroff, chief economist at Naroff Economic Advisors. “That seems to be happening.”
The price reports came a day after the National
Association of Realtors said home resales surged by
more than 10 percent in October as buyers took
advantage of a special tax credit for first-time owners.

PROGRAM:

Attorneys to go into classroom
From Page 1
of the year was held last Wednesday at Wayne State University and
focused on financing, featuring
CEO and Fund Manager of the
Renaissance Venture Capital Fund
and former Dickinson Wright
partner Chris Rizik.
Also new to the program this
year are mentoring days at King
High, when volunteer Foley attorneys actually go into the classroom two weeks after each IDEA
session to help students apply the
principles they’ve learned to their
business plans, which will take
shape over the course of the year.
At the program’s final session in
the spring, a panel of judges will
evaluate some of the program’s
best business plans and award
scholarships to the winning students.
Sprow explained that the programs goal is to help students
come up with a more realistic idea
of what a business plan is, what
elements it contains and the types
of questions would-be entrepreneurs are likely to face along the
way.

“People were eager to jump on
board again,” Sprow said, adding
that close to half of Foley’s
Detroit off ice is involved with
IDEA in some capacity. “There
was never a question that we were
going to continue the program,”
only a matter of logistics like
where and how many students it
would include, Sprow said.
“I think we’re fortunate to have
a school that’s as enthusiastic as
King is to get involved with this,”
he said.
IDEA was originally envisioned as a multi-year partnership
with DPS, although Sprow is
unsure as to whether it will continue its current model of working
with only one high school at a
time or grow to include more
schools and students.
“We’d like to reach as broad an
audience as possible,” he said.
The next IDEA session will
take place January 20 and cover
human resources matters including the types of people who will
make an emerging business successful and legal issues that come
up in the hiring and interviewing
process.

Hellenic Museum planned
From Page 1
Michigan in the historic 1906
Emery Leydon Ford House at 67
E. Kirby across from the Detroit
Institute of Arts and in the heart
of the Detroit Cultural Center.
The Hellenic Museum of
Michigan will showcase the story
of Detroit’s Greek immigrants and
will participate in Wayne State’s
Greek studies programs. The

Photo by Taryn Hartman

Approximately 40 people attended Wayne State law professor Rachel Settlage’s lecture last
week on the need for immigration reform. Settlage plans to launch an Asylum and Immigration Law Clinic at WSU in January.

BROKEN:

Prof says immigration law is a growing field
From Page 1

PROFILE:

building will also be available to
Greek organizations.
“There are quite a few Greeks
in Michigan,” Kostopoulos says.
“The Greeks are a lively bunch,”
No doubt, beginning with their
energetic leader.
For more information on the
Hellenic Bar Association, contact
Rita Kostopoulos at (586) 5740916 or e-mail her at
kosto1@comcast.net.

Submit news & views to
bcox@legalnews.com

at WSU in January. The clinic had
already enrolled the maximum of
eight students, all graduating
third-years, and has a waitlist of
students wanting in.
The students will represent
local undocumented persons in
immigration matters including
asylum, relief for victims of traff icking and domestic violence,
and obtaining special visas for
juveniles, among other cases. The
clinic will fill a palpable void left
by the Archdiocese of Detroit,
which previously provided a significant amount of this kind of
legal assistance through its since-

closed Community Immigration
Legal Services program.
“My problem will not be getting cases, it will be having to
turn away cases,” Settlage said.
“There’s a huge, huge need for
these types of services.”
The Asylum and Immigration
Law Clinic brings Wayne’s total
roster of practical clinics to seven
and joins similar immigration
clinics at nearby University of
Detroit Mercy and University of
Michigan Law Schools. Settlage
said Michigan State’s law school
is planning to start its own next
fall, adding to the more than 50
such clinics at law schools around
the nation.

“It’s absolutely a growing
field,” Settlage said of immigration law. “Given the increasing
numbers of people immigrating to
the United States, this is an area
of law that’s not going away.”
Settlage, whose career has
taken her to Arizona in addition to
Baltimore and DC, said she’s
never worked in an area where the
local community’s need for immigration services has been met.
“The stakes in immigration
cases, particularly asylum immigration cases, are so high. It’s
often a matter of life and death,”
Settlage said. “There’s nothing
better than to be able to say to a
client, ‘You’re safe now.’”

Rodney Blockyou, an agent
with JP Weigand & Sons, said the
market is in a holding pattern as
potential customers and sellers get
a feel for when the job losses will
cease.
“They can give all the stimulus
they want but if (buyers) are going
to lose their job or are fearful of
losing their job they’re not going
to do it,” Blockyou said, referring
to the first-time home buyer credit.
— Biggest price gain: Cleveland, Ohio, led the region with the
median sale price rising 15 percent
year-over-year to $117,500. Overall sales also rose, gaining almost
6 percent from October 2008.
Colleen Rock, an agent with
Re/Max Crossroads, said she’s
seeing some stability returning to
parts of town and more interest in
higher-priced homes, possibly
because people are relocating to
the area.
But she stopped short of saying
the Cleveland market has recovered. The city’s economy is still
struggling with job losses and she
expects another round of foreclosures that could depress prices
again.
“Without having a crystal ball,
just because we’re stabilizing I
can’t comfortably tell you we’re
back to a normal market,” Rock
said. “It might be another year.”
On a related note, the Detroit
market saw its median sale price
rise 6 percent to $69,000, the first
year-over-year increase in more

than a year. Sales, meanwhile,
increased 8 percent.
— Biggest price decline:
Chicago, the region’s priciest market, posted a 15 percent drop in
the median sale price to $185,000.
Sales, however, were brisk, rising
34 percent from a year ago.
Earl Ruthman, an agent with
Coldwell Banker Leader Realty in
Chicago, estimated 70 percent of
his office’s sales have been with
first-time home buyers, but he’s
also seeing people looking to
move up to the next level of housing.
At the same time, he said, cautious lenders and low appraisals
are keeping prices down.
“Even if I sold a house for
$250,000 and the appraisal comes
out at $230,000, nine out of 10
times the sellers will have to renegotiate the price and be closer to
$230,000,” he said. “The
appraisals are causing a lot of this
fall in prices.”
— Inventory highlight: The
number of unsold homes fell in
every Midwestern city last month
from a year ago except Des
Moines, according to the APRe/Max report. Indianapolis,
Detroit and Cleveland again led
the region, with inventory drops of
more than 28 percent each. Des
Moines added 24 percent its October 2008 backlog.
Housing experts say reducing
the existing inventory of unsold
homes is key to sustaining a resurgence in home prices.

WASHINGTON, D.C.

Expansion downgrade
Economic recovery likely not
quite as energetic as thought
BY JEANNINE AVERSA
AP Economics Writer

WASHINGTON (AP) —
Remember the economy’s return
to growth last quarter? Well, it
probably wasn’t as energetic as
first thought.
A government report released
Tuesday shows that the economy
expanded at a pace of 2.9 percent
from July through September,
according to Wall Street economists surveyed by Thomson
Reuters. If they are right, it would
mark a slower expansion than the
3.5 percent pace reported a month
ago. Most of that rebound reflected federal support for spending on
homes and cars.
The main forces behind the
expected third-quarter downgrade:
commercial construction was
weaker, the nation’s trade gap was
more of a drag, businesses
trimmed more of their stockpiles
and consumers didn’t spend as
much.
So, the good news is the economy finally started to grow again,
after a record four straight losing
quarters. The bad news: The
rebound, now and in the months
ahead, probably will be lethargic.
Federal Reserve officials and
other economists say growth won’t
be strong enough to quickly drive
down the nation’s unemployment
rate. The nation’s current 10.2 percent jobless rate marks only the
second time in the post-World War
II period that unemployment has
topped 10 percent.
“It’s a half-speed recovery,”
said Stuart Hoffman, chief economist at PNC Financial Services
Group. “We’re in the slow lane.”
Some economists think growth
will slow to around a 2.5 percent
pace in the current quarter,
although a few say it could clock
in at about 3 percent if holiday
sales come in better than expected.
Most say they think the economy will weaken again next year,
with growth at a pace of around 1
percent as the impact of the $787
billion stimulus package fades and
consumers keep tightening their
belts under the strain of high
unemployment and hard-to-get
credit.
In the third quarter, the popular
Cash for Clunkers rebates and an
$8,000 tax credit for f irst-time
homebuyers juiced up sales of cars
and homes. The clunkers program

is over now, but the tax credit has
been extended and expanded
beyond first-time buyers.
What’s not clear is whether the
recovery can continue after government supports are gone.
If consumers clam up, the
economy could tip back into recession. President Barack Obama
recently cautioned that the economy could suffer a “double dip”
downturn.
Fed Chairman Ben Bernanke,
however, says he doesn’t think that
will happen. But last week the Fed
chief did warn the recovery faces
“important headwinds,” such as
tight credit and a weak job market
that will make consumers cautious
in their spending.
Those factors “likely will prevent the expansion from being as
robust as we would hope,”
Bernanke said.
The government takes three
cracks at estimating economic
activity for any given quarter. Each
estimate is based on more complete data. Tuesday’s will be the
second reading of the third-quarter
GDP data.
The return of economic growth
puts the White House in a delicate
position: The president wants to
take credit for ending the recession, but unemployment is still
causing pain and anxiety throughout the country.
Millions have yet to feel a benefit from the recovery in the form
of a new job or even an easier time
getting a simple loan. Even those
with jobs are reluctant to go on a
spending spree. The values of their
homes and 401(k)s remain shrunken.
Some economists think the jobless rate could climb as high as 11
percent by the middle of next year
before making a slow descent. It
could take at least four years for
the unemployment rate to drop
back down to more normal levels.
“The best thing we can say
about the labor market right now is
that it may be getting worse more
slowly,” Bernanke said last week.
Against that backdrop, Obama
said he’s weighing tax breaks that
could encourage businesses to hire
again.
Unlike past rebounds that were
driven by the spending of everyday Americans, this one appears to
hinge on spending by businesses,
foreigners and — until it runs out
— the government.

