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Productivity Wave Coming Too Late

Data as of March 31, 2023, latest available as of June 30, 2023. Source: FactSet, BLS. Past performance is not a guarantee of future results. 



Recessions Aren't Synchronized

*Housing is Residential Fixed Investment; 1965-Present. Data as of June 30, 2023. Source: BEA, NBER, and Bloomberg. Past performance is not a guarantee of future results. 



Leading Indicators Point to Recession

Data as of May 31, 2023, latest available as of June 30, 2023. Source: Conference Board US and FactSet. Past performance is not a guarantee of future results. Investors cannot invest directly 

in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges)



Economy Can Turn Quickly

*The chart includes data from recessions according to NBER, starting with the recession that began on Dec. 1969. Data as of March 31, 2023, latest available as of June 30, 2023. Source: 

FactSet, U.S. Bureau of Economic Analysis, NBER. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not 

reflect any fees, expenses or sales charges.



U.S. Recession Risk Indicators
• 12 variables have historically foreshadowed a looming recession

• The overall dashboard is currently signaling recession

Data as of Aug. 31, 2023. Source: BLS, Federal Reserve, Census Bureau, ISM, BEA, American Chemistry Council, American Trucking Association, Conference Board, and Bloomberg. The 

ClearBridge Recession Risk Dashboard was created in January 2016. References to the signals it would have sent in the years prior to January 2016 are based on how the underlying data was 

reflected in the component indicators at the time.
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Long and Variable Lags

*A Persistent Hike Cycle is the period when the majority of Fed rate hikes occur in a tightening cycle. The date of the initial rate hike in the tightening cycle may not align with the start of the 

Persistent Hike Cycle. Source: FactSet. Past performance is not a guarantee of future results. 



Lending Standards Retrenching

Data as of March 31, 2023, latest available as of June 30, 2023. Sources: Federal Reserve System, FactSet. Past performance is not a guarantee of future results. 



Corporate Loan Demand Plummeting

Data as of June 30, 2023. Source: Federal Reserve, Bloomberg. Past performance is not a guarantee of future results. 



Small Banks Pack a Big Punch

*Large banks comprise top 25 U.S. commercial banks ranked by size of domestic assets – all of which are over $150 billion. Small banks comprise all other U.S. commercial banks with assets 

under $150 billion. Data as of June 30, 2023. Source: Federal Reserve, FactSet. Past performance is not a guarantee of future results. 



Hikes Pressuring Small Businesses 

*Actual interest rate paid on short-term loans by borrowers per NFIB Small Business Economic Trends data. Data as of May 31, 2023, latest available as of June 30, 2023. Source: NBER, NFIB, 

Federal Reserve, FactSet. 



Small Business Pain Ahead

Data as of May 31, 2023, latest available as of June 30, 2023. Source: FactSet, NFIB. Past performance is not a guarantee of future results. 



Small Businesses Driving Labor Demand

*Post-pandemic growth is contribution to total change between Dec. 2019 and June 2023 (preliminary data), latest data available as of June 30, 2023. Right chart:  Data as of March 2022, 

latest data available as of June 30, 2023. Source: BLS. Past performance is not a guarantee of future results. 



A Path to Slower Consumption?

Left chart: Data as of March 31, 2023, latest available as of June 30, 2023. Right chart: Data as of Apr. 30, 2023, latest available as of June 30, 2023. Source: FactSet and Federal Reserve. Past 

performance is not a guarantee of future results. 



Delinquency Rates Rising

HELOC stands for Home Equity Line of Credit. Data as of March 31, 2023, latest available as of June 30, 2023. Source: NY Fed, Equifax. Past performance is not a guarantee of future results. 



What's The Fed Telling Us?

The Sahm Rule refers to an increase in the 3-month moving average. Data as of May 31, 2023, latest available as of June 30, 2023. Source: FactSet, BLS, Federal Reserve Bank of St. Louis. 



The Fed Has Little Tolerance For Job Losses

NFP stands for Non-farm Payrolls. Data as of June 30, 2023. Source: FactSet, BLS. Past performance is not a guarantee of future results. 



Don’t Make the Same Mistake Twice
Crashes are longer, more extreme, and more likely to be followed by a recession

Effective Fed Funds Rate chart is as of June 30, 2023. Core Consumer Price Index and Unemployment Rate are as of May 31, 2023, latest available as of June 30, 2023. Source: BLS, Federal 

Reserve Bank of St. Louis, FactSet. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, 

expenses or sales charges.



Canary in the Coal Mine

Data as of June 23, 2023, latest available as of June 30, 2023. Source: Bloomberg, BLS. 



Market Outlook



Who’s Right?

EPS Growth YoY is YoY growth of current constituents. Data as of June 30, 2023. Source: Bloomberg, BEA, FactSet, S&P. Past performance is not a guarantee of future results. Investors 

cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Markets Don't Always Lead

Source: FactSet, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or 

sales charges.



Cart Before the Horse?

Note: Distance from Recession Start and Distance from Recession End do not add to Length due to rounding. Source: NBER, S&P, FactSet, and Bloomberg. Past performance is not a 

guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Are We There Yet?

*Current reflects the 2022 Peak-Trough from market close on Jan. 3 to Oct. 12, 2022. Data as of June 30, 2023. Source: FactSet, S&P, Shiller data, Haver, Deutsche Bank. Past performance 

is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Finding Fair Value

*Trough at Oct. 12, 2022. Note: Chart uses monthly NTM P/E ratios on the S&P 500 Index since 1964. Data as of June 30, 2023. Source: S&P, FactSet, Credit Suisse. Past performance is not 

a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



What's the Path for Earnings?

*Current reflects the 2022 Peak-Trough from market close on Oct. 12, 2022 to Feb. 3, 2023. Data as of June 30, 2023. Source: S&P, FactSet, NBER, and Bloomberg. Past performance is not a 

guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges. 



Not the Dot Com

Data as of June 30, 2023. Source: FactSet, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect 

any fees, expenses or sales charges. 



New Secular Bull Market?

Secular bear market average drawdown includes selloff beginning September 1929. Data as of June 30, 2023. Source: Bloomberg, FactSet. Past performance is not a guarantee of future 

results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Economic and Market Summary
Third Quarter 2023

Data as of June 30, 2023. All opinions and data included in this commentary are as of the publication date and are subject to change. The opinions and views expressed herein are of the 

author and may differ from other portfolio managers or the firm as a whole and are not intended to be a forecast of future events, a guarantee of future results or investment advice. This 

information should not be used as the sole basis to make any investment decision.

Recession Dashboard Overall Signal

Recession

U.S. Economic Outlook

• U.S. recession risks remain elevated with the overall signal continuing to 

flash red.

• The lagged effects of Fed tightening are beginning to arrive and should 

weigh on economic growth in 2023. 

U.S. Market Outlook

• Downside to earnings expectations and multiple compression are risks 

to equities in 2023.

• We continue to believe that markets will experience heightened 

volatility until visibility is restored regarding the path forward for the 

economy and earnings.

• Historically, bear markets are rare and typically provide good 

opportunities for long-term investors. 



Glossary of Terms

BEA: Bureau of Economic Analysis

Bloomberg US Aggregate Bond Index: an unmanaged index of U.S. investment-grade 

fixed-income securities.

Bloomberg US Corporate Investment Grade Bond Index: an unmanaged index of U.S. 

investment-grade corporate bond securities.

Bloomberg Global Aggregate Total Return Index: measure of global investment 

grade debt from a multitude of local currency markets. This multi-currency benchmark 

includes treasury, government-related, corporate and securitized fixed-rate bonds from 

both developed and emerging markets issuers.

CPI (Consumer Price Index): measure of the average change in U.S. consumer prices 

over time in a fixed market basket of goods and services as determined by U.S. Bureau of 

Labor Statistics.

EPS (Earnings per Share): the portion of a company's profit allocated to each 

outstanding share of common stock.

Fed (Federal Reserve Board): the U.S. central bank, responsible for policies designed to 

promote full economic growth, full employment, and price stability.

GDP: Gross Domestic Product

GFC (Great Financial Crisis): the severe economic and market downturn experienced in 

2007-2008.

Home Sales Median Price: measures the price at which half of existing homes sold for 

more and half sold for less.

MSCI All Country Asia Index: unmanaged index of large and mid cap stocks across 

Developed Markets countries and Emerging Markets countries in Asia. 

MSCI EM Index: unmanaged index of large- and mid-cap stocks in 27 emerging market 

countries.

MSCI Europe Index: unmanaged index of large- and mid-cap stocks across 15 

Developed Markets (DM) countries in Europe.

MSCI EAFE Index: unmanaged index of equity securities from developed countries in 

Western Europe, the Far East, and Australasia.

MSCI Germany Index: unmanaged index of large- and mid-cap stocks across the 

German market.

MSCI Japan Index: unmanaged index of large- and mid-cap stocks across the Japanese 

market.

MSCI UK Index: unmanaged index of large- and mid-cap stocks across the UK market.

MSCI USA Index: unmanaged index of US large- and mid-cap equity securities.

NAREIT All-Equity REITS Total Return Index:  free-float-adjusted market capitalization 

weighted index that includes all tax qualified REITS listed in the NYSE, AMEX and 

NASDAQ National Markets.

NFIB (National Federation of Independent Business): a U.S. small business advocacy 

association, representing over 350,000 small and independent business owners.

NFIB Small Business Optimism Index: measure of small business sentiment produced 

by the National Federation of Independent Business based on its monthly survey of 

small business owners.

P/E Ratio: Price/Earnings ratio



Glossary of Terms

PMI: Purchasing Manager’s Index

Russell 1000 Index: a subset of the Russell 3000 Index that includes approximately 

1,000 of the largest companies in the U.S. equity universe.

Russell 1000 Growth Index: unmanaged index of large-cap stocks chosen for their 

growth orientation.

Russell 1000 Value Index: unmanaged index of large-cap stocks chosen for their value 

orientation.

Russell 2000 Index: unmanaged index of small-cap stocks.

Russell 2000 Growth Index: unmanaged index of small-cap stocks chosen for their 

growth orientation.

Russell 2000 Value Index: unmanaged index of small-cap stocks chosen for their value 

orientation.

Russell Mid Cap Index: unmanaged index consisting of the 800 smallest companies in 

the Russell 1000 Index.

Russell Mid Cap Growth Index: unmanaged index of mid-capitalization U.S. equities 

that exhibit growth characteristics.

Russell Mid Cap Value Index: unmanaged index of mid-capitalization U.S. equities that 

exhibit value characteristics.

S&P MidCap 400 Index: unmanaged index of 400 US mid-cap stocks

S&P 400 Growth Index: unmanaged index of mid-cap stocks having higher price-to-

book ratios relative to the S&P 400 MidCap as a whole.

S&P 400 Value Index: unmanaged index of mid-cap stocks having lower price-to-book 

ratios relative to the S&P 400 MidCap as a whole.

S&P 500 Growth Index: unmanaged index of large-cap stocks selected based on sales 

growth, the ratio of earnings change to price and momentum.

S&P 500 Value Index:  unmanaged index of large-cap stocks selected based on the 

ratios of book value, earnings, and sales to price.

S&P 600 Index: unmanaged index of 600 US small-cap stocks 

S&P 600 Growth Index: unmanaged index of US small-cap growth stocks, selected 

based on sales growth, the ratio of earnings change to price, and momentum.

S&P 600 Value Index: unmanaged index of US small-cap value stocks, selected based 

on ratios of book value, earnings, and sales to price. 

S&P 500 Index: Unmanaged index of 500 stocks that is generally representative of the 

performance of larger companies in the U.S.

Yield Curve: Comparison of interest rates at a point in time of bonds with equal credit 

quality but different maturity dates.

YoY: Year Over Year

U.S. Treasurys: Direct debt obligations issued and backed by the "full faith and credit" of 

the U.S. government. The U.S. government guarantees the principal and interest 

payments on U.S. Treasuries when the securities are held to maturity. Unlike U.S. Treasury 

securities, debt securities issued by the federal agencies and instrumentalities and 

related investments may or may not be backed by the full faith and credit of the U.S. 

government. Even when the U.S. government guarantees principal and interest payments 

on securities, this guarantee does not apply to losses resulting from declines in the 

market value of these securities.
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Additional Important Information
“Anatomy of a Recession” is a trademark of ClearBridge Investments, LLC. 

ClearBridge Investments, LLC is a subsidiary of Franklin Resources, Inc. 

This material is intended to be of general interest only and should not be 

construed as individual investment advice or a recommendation or solicitation to 

buy, sell or hold any security or to adopt any investment strategy. It does not 

constitute legal or tax advice. This material may not be reproduced, distributed or 

published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, 

opinions and analyses are rendered as at publication date and may change 

without notice. The underlying assumptions and these views are subject to 

change based on market and other conditions and may differ from other portfolio 

managers or of the firm as a whole. The information provided in this material is 

not intended as a complete analysis of every material fact regarding any country, 

region or market. There is no assurance that any prediction, projection or forecast 

on the economy, stock market, bond market or the economic trends of the 

markets will be realized. The value of investments and the income from them can 

go down as well as up and you may not get back the full amount that you 

invested. Past performance is not necessarily indicative nor a guarantee of future 

performance. All investments involve risks, including possible loss of principal.

Any research and analysis contained in this presentation has been procured by 

Franklin Templeton for its own purposes and may be acted upon in that 

connection and, as such, is provided to you incidentally. Data from third party 

sources may have been used in the preparation of this material and Franklin 

Templeton ("FT") has not independently verified, validated or audited such data. 

Although information has been obtained from sources that Franklin Templeton 

believes to be reliable, no guarantee can be given as to its accuracy and such 

information may be incomplete or condensed and may be subject to change at 

any time without notice. The mention of any individual securities should neither 

constitute nor be construed as a recommendation to purchase, hold or sell any 

securities, and the information provided regarding such individual securities (if 

any) is not a sufficient basis upon which to make an investment decision. FT 

accepts no liability whatsoever for any loss arising from use of this information 

and reliance upon the comments, opinions and analyses in the material is at the 

sole discretion of the user.

Products, services and information may not be available in all jurisdictions and are 

offered outside the U.S. by other FT affiliates and/or their distributors as local laws 

and regulation permits. Please consult your own financial professional or Franklin 

Templeton institutional contact for further information on availability of products 

and services in your jurisdiction.

Issued in the U.S. by Franklin Distributors, LLC, One Franklin Parkway, 

San Mateo, California 94403-1906, (800) DIAL BEN/342-5236, 

franklintempleton.com - Franklin Distributors, LLC, member FINRA/SIPC, is the 

principal distributor of Franklin Templeton U.S. registered products, which are not 

FDIC insured; may lose value; and are not bank guaranteed and are available only 

in jurisdictions where an offer or solicitation of such products is permitted under 

applicable laws and regulation.

Australia: Issued by Franklin Templeton Investments Australia Limited (ABN 87 

006 972 247) (Australian Financial Services License Holder No. 225328), Level 19, 

101 Collins Street, Melbourne, Victoria, 3000. Austria/Germany: Issued by Franklin 

Templeton International Services S.à r.l.,Niederlassung Deutschland , Frankfurt, 

Mainzer Landstr. 16, 60325 Frankfurt/Main, Tel. 08 00/0 73 80 01 (Germany), 08 

00/29 59 11 (Austria), Fax: +49(0)69/2 72 23-120, info@franklintempleton.de, 

info@franklintempleton.at Canada: Issued by Franklin Templeton Investments 

Corp., 200 King Street West, Suite 1500 Toronto, ON, M5H3T4, Fax:(416) 364-

1163, (800) 387-0830, www.franklintempleton.ca.

Netherlands: Franklin Templeton International Services S.à r.l., Dutch Branch , 

World Trade Center Amsterdam, H-Toren, 5e verdieping, Zuidplein 36, 1077 XV 

Amsterdam, Netherlands. Tel +31 (0) 20 575 2890. 

United Arab Emirates: Issued by Franklin Templeton Investments (ME) Limited, 

authorized and regulated by the Dubai Financial Services Authority. Dubai office: 

Franklin Templeton, The Gate, East Wing, Level 2, Dubai International Financial 

Centre, P.O. Box 506613, Dubai, U.A.E., Tel.: +9714-4284100 Fax:+9714-4284140.

France: Issued by Franklin Templeton International Services S.à r.l., French branch, 

55 avenue Hoche, 75008 Paris France. Hong Kong: Issued by Franklin Templeton 

Investments (Asia) Limited, 17/F, Chater House, 8 Connaught Road Central, Hong 

Kong. Italy: Issued by Franklin Templeton International Services S.à.r.l. – Italian 

Branch, Corso Italia, 1 – Milan, 20122, Italy. Japan: Issued by Franklin Templeton 

Investments Japan Limited. Korea: Issued by Franklin Templeton Investment Trust 

Management Co., Ltd., 3rd fl., CCMM Building, 12 Youido-Dong, Youngdungpo-

Gu, Seoul, Korea 150-968. Luxembourg/Benelux: Issued by Franklin Templeton 

International Services S.à r.l. – Supervised by the Commission de Surveillance du 

Secteur Financier - 8A, rue Albert Borschette, L-1246 Luxembourg - Tel:+352-46 

66 67-1 - Fax:+352-46 66 76. Malaysia: Issued by Franklin Templeton Asset 

Management (Malaysia) Sdn. Bhd. & Franklin Templeton GSC Asset Management 

Sdn. Bhd. This document has not been reviewed by Securities Commission 

Malaysia. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; 

Rondo ONZ 1; 00-124 Warsaw Romania: Franklin Templeton International 

Services S.À R.L. Luxembourg, Bucharest Branch, at 78-80 Buzesti Str, Premium 

Point, 8th Floor, Bucharest 1, 011017, Romania. Registered with Romania Financial

Supervisory Authority under no. PJM07.1AFIASMDLUX0037/10 March 2016 and 

authorized and regulated in Luxembourg by Commission de Surveillance du 

Secture Financiere. Telephone: + 40 21 200 9600 Singapore: Issued by Templeton 

Asset Management Ltd. Registration No. (UEN) 199205211E and Legg Mason 

Asset Management Singapore Pte. Limited, Registration Number (UEN) 

200007942R. Legg Mason Asset Management Singapore Pte. Limited is an 

indirect wholly owned subsidiary of Franklin Resources, Inc. 7 Temasek Boulevard, 

#38-03 Suntec Tower One, 038987, Singapore. Spain: Issued by Franklin 

Templeton International Services S.à r.l. – Spanish Branch , Professional of the 

Financial Sector under the Supervision of CNMV, José Ortega y Gasset 29, Madrid, 

Spain. Tel +34 91 426 3600, Fax +34 91 577 1857. South Africa: Issued by Franklin 

Templeton Investments SA (PTY) Ltd which is an authorised Financial Services 

Provider. Tel:+27 (21) 831 7400 ,Fax:+27 (21) 831 7422. Switzerland: Issued by 

Franklin Templeton Switzerland Ltd, Stockerstrasse 38, CH-8002 Zurich. UK: Issued 
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Commission de Surveillance du Secteur Financier to conduct certain financial 

activities in Denmark, in Sweden, in Norway, in Iceland and in Finland. Franklin 

Templeton International Services S.à r.l., Swedish Branch, filial conducts activities 

under supervision of Finansinspektionen in Sweden.

Offshore Americas: In the U.S., this publication is made available only to financial 

intermediaries by Franklin Distributors, LLC, member FINRA/SIPC, 100 Fountain 

Parkway, St. Petersburg, Florida 33716. Tel:(800) 239-3894 (USA Toll-Free),(877) 

389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. Investments are not FDIC 

insured; may lose value; and are not bank guaranteed. Distribution outside the 
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jurisdictions. This is not an offer to sell or a solicitation of an offer to purchase 

securities in any jurisdiction where it would be illegal to do so. Please visit 

www.franklinresources.com to be directed to your local Franklin Templeton 

website.

Copyright © 2023 ClearBridge Investments. All rights reserved.

06/23 AOR GLPB


	Slide 1
	Slide 2: Productivity Wave Coming Too Late
	Slide 3: Recessions Aren't Synchronized
	Slide 4: Leading Indicators Point to Recession
	Slide 5: Economy Can Turn Quickly
	Slide 6: U.S. Recession Risk Indicators
	Slide 7: U.S. Recession Risk Indicators
	Slide 8: Long and Variable Lags
	Slide 9: Lending Standards Retrenching
	Slide 10: Corporate Loan Demand Plummeting
	Slide 11: Small Banks Pack a Big Punch
	Slide 12: Hikes Pressuring Small Businesses 
	Slide 13: Small Business Pain Ahead
	Slide 14: Small Businesses Driving Labor Demand
	Slide 15: A Path to Slower Consumption?
	Slide 16: Delinquency Rates Rising
	Slide 17: What's The Fed Telling Us?
	Slide 18: The Fed Has Little Tolerance For Job Losses
	Slide 19: Don’t Make the Same Mistake Twice
	Slide 20: Canary in the Coal Mine
	Slide 21: Market Outlook
	Slide 22: Who’s Right?
	Slide 23: Markets Don't Always Lead
	Slide 24: Cart Before the Horse?
	Slide 25: Are We There  Yet?
	Slide 26: Finding Fair Value
	Slide 27: What's the Path for Earnings?
	Slide 28:  Not the Dot Com
	Slide 29: New Secular Bull Market?
	Slide 30: Economic and Market Summary
	Slide 31: Glossary of Terms
	Slide 32: Glossary of Terms
	Slide 33: Biographies
	Slide 34: Additional Important Information

