
WHAT THE STIMULUS DID FOR AMERICA
The economic boost was strong, and some politicians want an encore.
provided by Leonard R. Simpson, RFC, AIF
Money in the mailbox, and relief for the consumer. The 2008 economic stimulus package didn’t reduce oil prices and didn’t solve the credit crunch, but it certainly tuned up the engine of the U.S. economy – consumer spending. We’ve just learned that personal spending went up by 0.8% in May, the largest gain in six months.1 
Want to hear something more impressive? Disposable income shot up 5.7% in May – the biggest monthly increase in 33 years. Additionally, overall income increased 1.9%, and the personal savings rate for May hit 5%, the highest rate since May 1995.1
Clearly, the stimulus was a great economic aid at a point when gas prices and food prices were threatening the quality of life for the average American. It gave the consumer a break; it lifted morale. Even if the effect was “psychological”, let’s not forget how much psychology drives consumer purchases and the stock market.
A second stimulus? Some politicians want to see it happen, and it could happen, though it might not in 2008. As early as February, U.S. governors pressed President George W. Bush for a second stimulus package that would boost funding for state infrastructure repair and thereby create new jobs and build state economies. In May, House Speaker Nancy Pelosi (D-CA) called for a follow-up stimulus plan.2 Earlier this month, House Financial Services Chairman Barney Frank (D-MA) echoed her opinion, stating that “additional fiscal stimulus is necessary.”3 On June 26, presidential candidate Sen. Barack Obama (D-IL) spoke of “a second stimulus package, another round of rebates, as well as a permanent $1,000 tax cut for individuals and families” affected by “rising costs”.4 Sen. John McCain (R-AZ) has also suggested he is open to the idea of a second stimulus package. 
The Bush administration has stated that it wants to see the full effects of this stimulus package play out before considering any further action. On June 6, President Bush called on Congress to follow through on other types of measures that might help the economy, such as permitting the expansion of oil exploration in the U.S. and making tax cuts passed during his presidency permanent.5 With the Bush administration ending in January, the time horizon for any stimulus proposal originating from the White House is quite short. While calls for another stimulus have occurred since winter, the economy will likely dictate whether another package is needed. 
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