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Are We in a Recession? 
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What is a Recession?
 A significant decline in activity spread across the economy

 A normal part of the business cycle

 Begins when the economy peaks and ends when it reaches a bottom

 Recessions cannot be verified until they actually occur

 Recent history reminds us that the exact definition is unclear

 Economic and market cycles do not always move together
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What Signals a Recession?
Recessions are relatively easy to identify in hindsight - usually pointing to a
dislocation or “bubble” in the economy

 Overheating economy

 Financial bubble

 External shock
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Market Shocks vs. Valuations
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Did 2022 Predict a Recession?

The Stock Market Typically Anticipates Recessions
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How Common are Recessions?
 In the 90 years since the Great Depression, the U.S. has experienced a

recession every 6.5 years on average

 The 14 recessions have lasted an average of 10 months

 After a 128 month expansion, 2020’s Covid-19 recession officially lasted just
two months

 The stock market has historically declined 3-9 months before a
recession starts
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Rate Hikes are Expected to Slow
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Fed Funds Rate Fed Rate Projection Market Rate Projection (7/31/2023) Market Rate Projection (7/31/2022)

Average Fed Funds Rate Since 1954 = 4.60%

Longer-run 
Fed Target

Source:  ACG Research, Bloomberg, St. Louis Federal Reserve (as of July 31, 2023). Balance Sheet Projection based on guidance from Fed meeting minutes. 
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Recession - What Does the Yield Curve Say?
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Interest Rate Term Structure
Government Issues – 3 Months to 30 Years Maturity



Recession - What Does the Yield Curve Say?

Long and variable lead times between the 10-year/2-year inversion and recessions 
Initial Inversion  Recession Start  Months Between  

August-78 January-80 16.5
September-80 July-81 9.5
December-88 July-90 18.5

March-98 March-01 35
December-05 December-07 23

August-19 February-20 6
July-22 ? ?

Average 18
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Source:  ACG Research, Bloomberg, Oxford Economics (as of July 31, 2023)
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Leading Economic Indicators
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Source:  ACG Research, Bloomberg, Bureau of Labor Statistics (as of July 31, 2023)

The Labor Market Remains Healthy

Unemployment Remains Low Demand for Workers Still Exceeds Supply
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Consumer Spending Is Still Supportive

Spending Has Been Resilient Savings Have Been Drawn Down
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Source:  ACG Research, Bloomberg, University of Michigan (as of July 31, 2023) (Pre-pandemic savings rate is the average of the 3 years prior to the pandemic)



Inflation Forecasts Vary
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Forecasts – Jan’23 Forecasts – Jul’23

Source:  ACG Research, Schroders, Bloomberg Forecasts sourced from 52 institutions (as of July 31, 2023)



Potential Near-Term Risks
 Continued decline in liquidity - strain on small banks/businesses

 Inflation starts to rise again before the Fed starts to ease

 China’s slowdown proves more problematic

 Geopolitical shocks
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Source:  ACG Research, Bloomberg, Federal Reserve (as of July 31, 2023)

Market Returns After Fed Peaks
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Now What?
 There are many uncertainties about what lies ahead

 Avoid market timing

 Maintain a strategic asset allocation

“Far more money has been lost by investors preparing 
for corrections, or trying to anticipate corrections, 

than has been lost in corrections themselves.”
- Peter Lynch

“The market is the most efficient mechanism 
anywhere in the world for transferring wealth from 

impatient people to patient people.” 
– Warren Buffett
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Disclosures and Legal Notice

The views expressed herein are those of Asset Consulting Group (ACG). They are subject to change at any time. These views do not necessarily reflect the opinions of any other firm.

This report was prepared by ACG for you at your request. Although the information presented herein has been obtained from and is based upon sources ACG believes to be reliable, no representation or
warranty, express or implied, is made as to the accuracy or completeness of that information. Accordingly, ACG does not itself endorse or guarantee, and does not itself assume liability whatsoever for, the
accuracy or reliability of any third party data or the financial information contained herein.

Certain information herein constitutes forward-looking statements, which can be identified by the use of terms such as “may”, “will”, “expect”, “anticipate”, “project”, “estimate”, or any variations thereof. As a
result of various uncertainties and actual events, including those discussed herein, actual results or performance of a particular investment strategy may differ materially from those reflected or contemplated in
such forward-looking statements. As a result, you should not rely on such forward-looking statements in making investment decisions. ACG has no duty to update or amend such forward-looking statements.

The information presented herein is for informational purposes only and is not intended as an offer to sell or the solicitation of an offer to purchase a security.

Please be aware that there are inherent limitations to all financial models, including Monte Carlo Simulations. Monte Carlo Simulations are a tool used to analyze a range of possible outcomes and assist in making
educated asset allocation decisions. Monte Carlo Simulations cannot predict the future or eliminate investment risk. The output of the Monte Carlo Simulation is based on ACG’s capital market assumptions that
are derived from proprietary models based upon well-recognized financial principles and reasonable estimates about relevant future market conditions. Capital market assumptions based on other models or
different estimates may yield different results. ACG expressly disclaims any responsibility for (i) the accuracy of the simulated probability distributions or the assumptions used in deriving the probability distributions,
(ii) any errors or omissions in computing or disseminating the probability distributions and (iii) and any reliance on or uses to which the probability distributions are put.

The projections or other information generated by ACG regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not guarantees of
future results. Judgments and approximations are a necessary and integral part of constructing projected returns. Any estimate of what could have been an investment strategy’s performance is likely to differ
from what the strategy would actually have yielded had it been in existence during the relevant period. The source and use of data and the arithmetic operations used for calculating projected returns may be
incorrect, inappropriate, flawed or otherwise deficient.

Past performance is not indicative of future results. Given the inherent volatility of the securities markets, you should not assume that your investments will experience returns comparable to those shown in the
analysis contained in this report. For example, market and economic conditions may change in the future producing materially different results than those shown included in the analysis contained in this report.
Any comparison to an index is for comparative purposes only. An investment cannot be made directly into an index. Indices are unmanaged and do not reflect the deduction of advisory fees.

This report is distributed with the understanding that it is not rendering accounting, legal or tax advice. Please consult your legal or tax advisor concerning such matters. No assurance can be given that the
investment objectives described herein will be achieved and investment results may vary substantially on a quarterly, annual or other periodic basis. There is no representation or warranty as to the current
accuracy of, nor liability for, decisions based on such information.

© 2023 Asset Consulting Group. All Rights Reserved. Asset Consulting Group is the sole owner of all rights, title, and interest to the materials, methodologies, techniques, and processes set forth herein, including
any and all intellectual property rights. No part of this document may be reproduced, stored, or transmitted by any means without the express written consent of Asset Consulting Group.
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