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Global economy is in a sustained slowdown.Global
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High Recession Risk

Low Recession Risk Source:Source:   Ned Davis Research, Inc.

Monthly Data 1970-03-31 to 2022-11-30Global Recession Probability Model

Shaded Areas Represent OECD-Defined

Global Slowdown Periods

Analysis Dates: 1970-03-31 - 2022-11-30Analysis Dates: 1970-03-31 - 2022-11-30

Probability Probability 

ModelModel

Actual:Actual:

Recession Recession 

(% of Time)(% of Time)

No Recession No Recession 

(% of Time)(% of Time)

Above 70 85.16 14.84

Between 30 and 70 58.21 41.79

Below 30 15.20 84.80

Global Recession Probability Model (2022-11-30 = 98.15)
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Monetary and fiscal support is fading rapidly almost everywhere.
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Source:Source:   Ned Davis Research, Inc.

Monthly Data 1991-03-31 to 2022-09-30

NDR Real Monetary, Fiscal, and Exchange Rate Policy Index For Select Major Economies

Shaded Areas Represent Contractions Based on

Peaks and Troughs of OECD Reference Series

China (2022-08-31 = 29.89)

Eurozone (2022-09-30 = -8.83)

Japan (2022-08-31 = 24.18)

U.K. (2022-08-31 = -10.40)

U.S. (2022-08-31 = -37.78)

U.S. unwinding 
the fastest
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Savings still strong, but real spending is falling.
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*Canada, the Eurozone, the U.S., and the U.K. Source:Source:   Haver Analytics

Quarterly Data 1999-12-31 to 2022-06-30Aggregate Gross Household Savings for Select Major Economies
Aggregate Gross Household Savings for Select Major Economies* (2022-06-30 = $700.2 billion)

Four-Quarter Smoothing (2022-06-30 = $899.4 billion)
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Retail Sales for G7 Economies (Quarterly Change) 2022-10-07
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Global bullwhip has led to excessive inventories.
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New Orders Greater

Inventories Larger Source:Source:   S&P Global PMI

Source:Source:   S&P Global PMI

Monthly Data 2005-06-30 to 2022-09-30Global Manufacturing PMI New Orders Minus Inventories Indexes

Shaded Areas Represent Contractions Based on

Peaks and Troughs of OECD Reference Series

Global Manufacturing PMI New Orders Minus Inventories (2022-09-30 = -2.59)

Percentage of Countries with Manufacturing PMI New Orders Index Greater than Inventories Index(2022-09-30 = 32.14)
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Remains persistently high.
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Consumer Price Measures by Economy Monthly Data 2002-09-30 to 2022-09-30

© Copyright 2022 NDR, Inc. Further distribution prohibited without prior permission.
All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

ICS_203.RPT

Consumer Price Measures by Economy Monthly Data 2002-09-30 to 2022-09-30
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Inflation
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There may be some signs of reprieve.
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Source:Source:   Federal Reserve Bank of New York, OECD, Main Economic Indicators (MEI), www.oecd.org

Monthly Data 2009-01-31 to 2023-06-30OECD CPI vs. Global Supply Chain Pressure Index I

Full HistoryFull History

1998-06-30 to 2022-08-31

Correlation Coefficient = 0.53

Chart ViewChart View

2009-01-31 to 2023-06-30

Correlation Coefficient = 0.80

OECD Area CPI (Year-to-Year Change, Scaled Left)(2022-08-31 = 10.2%)

Global Supply Chain Pressure Index (Advanced Nine Months, Scaled Right)(2023-06-30 = 1.05)
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Source:Source:   Haver Analytics, S&P Global PMI

Source:Source:   Haver Analytics, S&P Global PMI

Monthly Data 2009-11-30 to 2022-09-30Composite PMI Output Prices vs. CPI

Full HistoryFull History

2009-11-30 to 2022-08-31

Top Clip Correlation = 0.85

Bottom Clip Correlation = 0.49

Developed Market Composite PMI: Output Prices (Advanced One Month, Scaled Left)(2022-09-30 = 59.70)

Advanced Economies CPI (Year-to-Year Change, Scaled Right) (2022-08-31 = 7.66%)

Emerging Market Composite PMI: Output Prices (Advanced One Month, Scaled Left) (2022-09-30 = 51.98)

Emerging Economies CPI (Year-to-Year Change, Scaled Right) (2022-08-31 = 11.04%)

Supply chain 
pressures easing
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Food and energy prices have also peaked... but remain elevated.
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Source:Source:   Food and Agriculture Organization of the United Nations, www.fao.org

Source:Source:   Food and Agriculture Organization of the United Nations, www.fao.org

Monthly Data 1990-01-31 to 2022-09-30FAO Food and Agricultural Price Index
Nominal Price Index (2022-09-30 = 136.30)

Real Price Index (2022-09-30 = 133.40)

Nominal Price Index (Year-to-Year Change) (2022-09-30 = 5.5%)

Real Price Index (Year-to-Year Change) (2022-09-30 = 3.8%)
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Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

(Weighted combination of RBOB and Unleaded Gasoline from
October 2005 through December 2006; Unleaded Gasoline used prior)

Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

Weekly Averages of 91-Day Perpetual Futures Contracts; Central Appalachian Coal Futures
prior to 2012-06-12; Coal (API2) CIF ARA (ARGUS-McCloskey) Futures since 2012-06-12.

Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

Source:Source:   Commodity Systems, Inc. (CSI) www.csidata.com

Weekly Data 1983-03-31 to 2022-10-07Energy Complex Prices
West Texas Intermediate Crude Oil (US$/barrel) (2022-10-07 = 89.00)

Heating Oil (US cents/gallon) (2022-10-07 = 365.10)

Reformulated Blendstock for Oxygenate Blending (RBOB) (US cents/gallon) (2022-10-07 = 253.58)

Natural Gas (US cents/MMBtu) (2022-10-07 = 711.90)

Central Appalachian Coal (US$/ton) (2022-10-07 = 156.31)
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Inflation targets won't be met anytime soon.
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Source:Source:   Bureau of Labor Statistics, S&P Dow Jones Indices and CoreLogic

Monthly Data 1977-09-30 to 2024-01-31Home Prices vs CPI for Rent

Full HistoryFull History

1977-09-30 to 2022-08-31

Correlation Coefficient = 0.65

S&P Core Logic Case Shiller National House Price Index (Smoothed Y/Y Change, Advanced 18 Month…(2024-01-31 = 17.9%)

Consumer Price Index for Rent of Primary Residence (Smoothed Y/Y Change, Scaled Right)(2022-08-31 = 6.3%)
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Labor Force Participation Rate for Developed Economies Monthly Data 2005-12-31 to 2022-09-30
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Labor Force Participation Rate for Developed Economies Monthly Data 2005-12-31 to 2022-09-30
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Labor Force Participation Rate for Population Aged 15-64

Australia 2022-08-31 = 80.5% Canada 2022-09-30 = 79.2% France 2022-06-30 = 73.5% Japan 2022-08-31 = 80.8%
United Kingdom 2022-06-30 = 78.6% United States 2022-08-31 = 74.2%
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Are secular disinflationary forces still intact?

Monthly 1/31/1985 - 8/31/2022

(IE704) 

Overall CPI
8/31/2022 = 10.2%

( )

Core CPI
(ex-food and fuel)
8/31/2022 = 7.2%

( )

Source: OECD, Main Economic Indicator (MEI), www.oecd.org
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Want to avoid a perpetual stagflation scenario. 
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Source:Source:   S&P Dow Jones Indices

Source:Source:   Bureau of Labor Statistics, Department of Commerce

Quarterly Data 1953-12-31 to 2022-06-30S&P 500 Index Performance in Growth/Inflation Scenarios

Shading indicates NBER-defined recessions.

Non-Recessionary Scenarios:

Overheating = GDP above trend, Inflation more than 1 ppt above trend 

Strong Growth/Low Inflation = GDP above trend, Inflation less than 1ppt above trend 

Slow Growth/Low Inflation = GDP below trend, Inflation less than 1 ppt above trend 

Stagflation = GDP below trend, Inflation more than 1 ppt above trend

S&P 500 Performance

Full History:Full History:   1953-12-31 to 2022-06-30

Economic Scenario

% Gain/

Annum

% of

Time

  Overheating 3.31 7.30

  Strong Growth/Low Inflation 11.25 39.07

  Slow Growth/Low Inflation 7.94 27.00

  Stagflation -7.33 9.13

  Recession 9.35 17.50

Buy/Hold = 7.61% Gain/Annum

S&P 500 (2022-06-30 = 3,785.38)

Real GDP minus Potential GDP (Year-to-Year Growth) (2022-06-30 = -0.15 ppt)

CPI Inflation minus 5-Year Trend (2022-06-30 = 5.85 ppt)

Central banks
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Central banks engaging in most broad-based tightening since GFC.
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Source:Source:   MSCI

Source:Source:   Haver Analytics

Daily Data 1989-07-06 to 2022-10-12MSCI All Countries World Index vs. Breadth of Central Bank Rate Changes

ACWI Performance

Full History:Full History:   1989-07-06 to 2022-10-11

Share of Central Banks

Easing is

% Gain/

Annum

% of

Time

  Above 50.0 8.38 67.02

  Below 50.0 -1.80 32.98

Buy/Hold = 4.91% Gain/Annum

MSCI ACWI (Local Currency) (2022-10-12 = 677.82)

Percent of central banks whose last rate change was a decrease(2022-10-11 = 11.76)
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Speed also matters.

© Copyright 2022 Ned Davis Research, Inc. Further distribution prohibited without prior

permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

IE509QIE509Q

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

158

200

251

316

398

501

631

158

200

251

316

398

501

631

1.1

1.4

1.7

2.0

2.4

2.8

3.3

3.9

4.5

5.1

1.1

1.4

1.7

2.0

2.4

2.8

3.3

3.9

4.5

5.1

Source:Source:   MSCI

Source:Source:   Haver Analytics

Monthly Data 2000-03-31 to 2022-09-30MSCI ACWI vs. Global Central Bank Interest Rate

MSCI ACWI Performance

Full History:Full History:   2000-03-31 to 2022-09-30

Global Central Bank

Interest Rate is

% Gain/

Annum

% of

Time

  Above 36-Month Moving Average 0.67 37.48

  Below 36-Month Moving Average 9.09 62.52

Buy/Hold = 2.13% Gain/Annum

MSCI ACWI (2022-09-30 = 553.37)

Global Central Bank Interest Rate (2022-09-30 = 3.40)

36-Month Smoothing (2022-09-30 = 1.75)
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QT also presents downside risks.
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Source:Source:   MSCI

Source:Source:   Haver Analytics

Weekly Data 2008-01-06 to 2022-10-09

Government Securities Holdings of Central Banks Implementing QE vs. MSCI ACWI II

MSCI ACWI Performance

Full History:Full History:   2003-06-22 to 2022-10-09

Smoothed Central Bank

Gov't Security Holdings

% Gain/

Annum

% of

Time

  Growing 10.12 79.15

  Contracting -10.86 20.85

Buy/Hold = 5.38% Gain/Annum

MSCI ACWI Performance

Chart View:Chart View:   2008-01-06 to 2022-10-09

Smoothed Central Bank

Gov't Security Holdings

% Gain/

Annum

% of

Time

  Growing 11.29 85.19

  Contracting -31.76 14.81

Buy/Hold = 3.51% Gain/Annum

MSCI ACWI Index (Local Currency) (2022-10-09 = 691.31)

Weekly Change In Government Securities Holdings (Fed, ECB, BoJ, BoE…(2022-10-09 = -42.6 Billion USD)

26-Week Smoothing (2022-10-09 = -35.1 billion USD)
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Underweight equities. Asset Allocation
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Equity Benchmark Weight = 55% Source:Source:   Ned Davis Research, Inc.

Bond Benchmark Weight = 35% Source:Source:   Ned Davis Research, Inc.

Cash Benchmark Weight = 10% Source:Source:   Ned Davis Research, Inc.

Daily Data 2005-07-29 to 2022-10-12NDR Global Stock/Bond/Cash Recommendations

Allocation recommendations follow I4000 prior

to 2008 and I04000 from 2008-01-01 to 2009-06-04.

For more details click here.click here. 

Minimum and Maximum Equity Allocations starting from 2008-01-01.

Strategy vs. Benchmark Returns

Full History: 2005-07-29 - 2022-10-12

Equity Line Gain/Annum

Recommendations 5.6%

Benchmark 4.9%

Equity Line Based on NDR Global Recommendations (2022-10-12 = 255.16)

Benchmark Equity Line (55/35/10 Stocks/Bonds/Cash) (2022-10-12 = 226.41)

Recommended Equity % (2022-10-12 = 50%)

Recommended Bond % (2022-10-12 = 35%)

Recommended Cash % (2022-10-12 = 15%)
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Global slowdowns almost always associated with equity bear markets.
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IE70

Performance of MSCI ACWI (Local Currency) During OECD-Defined Global Slowdowns
Daily Data 1987-12-31 to 2022-10-12 (Log Scale)
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IE70

Performance of MSCI ACWI (Local Currency) During OECD-Defined Global Slowdowns
Daily Data 1987-12-31 to 2022-10-12 (Log Scale)
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Performance During :
% Gain /
Annum

% of
Time

* No Global Slowdown 12.30 53.05

Any Global Slowdown -1.39 46.95

Moderate Global Slowdown 7.77 22.78

Severe Global Slowdown -9.31 24.17

Source:    MSCI, OECD, Main Economic Indicators (MEI), www.oecd.org

2022-10-12 = 677.82

Shaded Areas Represent Contractions
Based on Peaks and Troughs of
OECD Reference Series
Dark Shading Represents
NDR-Designated Severe Slowdowns

Slowdown
Gain/Annum

During Slowdown
Max Drawdown

Around Slowdown
Drawdown From

Start of Slowdown

1989-01-31..1993-07-31 3.75 -28.61 (1990-01-03..1990-09-29) -15.78 (1990-09-28)

1994-11-30..1995-12-30 15.53 -9.18 (1994-08-31..1995-03-10) -4.06 (1995-03-09)

1997-09-30..1998-12-01 9.47 -23.83 (1998-07-20..1998-10-09) -9.34 (1998-10-08)

2000-08-31..2003-05-01 -18.87 -51.11 (2000-03-27..2003-03-13) -49.72 (2003-03-12)

2008-01-31..2009-05-01 -29.36 -55.84 (2007-10-12..2009-03-10) -48.67 (2009-03-09)

2011-10-31..2013-01-01 9.79 -19.56 (2011-05-10..2011-10-05) -7.90 (2011-11-25)

2013-12-02..2016-09-01 4.08 -19.06 (2015-04-27..2016-02-12) -4.81 (2016-02-11)

2018-04-30..2020-02-01 6.64 -18.00 (2018-01-26..2018-12-26) -12.70 (2018-12-25)

2020-01-31..2020-05-30 -22.73 -32.58 (2020-02-19..2020-03-24) -29.59 (2020-03-23)

Equities fall more during severe slowdowns 
vs the more moderate ones
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The dollar tends to rise during global slowdowns.
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IE70G

Performance of US Dollar During OECD-Defined Global Slowdowns Daily Data 1973-03-05 to 2022-10-12 (Log Scale)
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Performance of US Dollar During OECD-Defined Global Slowdowns Daily Data 1973-03-05 to 2022-10-12 (Log Scale)
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Performance During :
% Gain /
Annum

% of
Time

* No Global Slowdown -0.56 53.81

Any Global Slowdown 1.12 46.19

Moderate Global Slowdown 0.20 18.99

Severe Global Slowdown 1.76 27.20 Source:    Federal Reserve Board, OECD, Main Economic Indicators (MEI), www.oecd.org

2022-10-12 = 123.76

Shaded Areas Represent Contractions Based on Peaks and Troughs of OECD Reference Series.
Dark Shading Represents NDR-Designated Severe Slowdowns

Slowdown
Gain/Annum

During Slowdown
Max Increase

Around Slowdown
Increase From

Start of Slowdown

1973-07-02..1975-05-31 1.69 12.32 (1973-07-06..1974-01-24) 10.46 (1974-01-23)

1979-10-31..1983-01-01 5.55 33.55 (1980-07-10..1982-11-09) 26.23 (1982-11-08)

1985-09-03..1987-02-28 -16.55 5.33 (1986-05-12..1986-06-03) 2.09 (1985-09-11)

1989-01-31..1993-07-31 -0.25 14.24 (1988-12-05..1989-06-14) 8.66 (1989-06-13)

1994-11-30..1995-12-30 -1.45 8.60 (1995-04-19..1995-09-16) 1.32 (1994-12-27)

1997-09-30..1998-12-01 2.34 13.31 (1997-05-21..1998-08-27) 9.59 (1998-08-26)

2000-08-31..2003-05-01 -2.98 14.90 (2000-03-31..2002-01-29) 9.57 (2002-01-28)

2008-01-31..2009-05-01 10.76 25.68 (2008-03-18..2009-03-10) 20.33 (2009-03-09)

2011-10-31..2013-01-01 3.40 11.43 (2011-07-26..2012-07-25) 7.52 (2012-07-24)

2013-12-02..2016-09-01 6.48 28.02 (2013-10-22..2016-01-21) 24.83 (2016-01-20)

2018-04-30..2020-02-01 3.85 12.38 (2018-01-25..2019-10-01) 8.48 (2019-09-30)

2020-01-31..2020-05-30 5.58 7.94 (2020-03-09..2020-03-24) 6.45 (2020-03-23)
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 10 year rises in early part of slowdown, then falls.
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IE70D

Performance of Global 10-Year Yield Composite During OECD-Defined Global Slowdowns
Monthly Data 1966-10-31 to 2022-09-30 (Log Scale)
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IE70D

Performance of Global 10-Year Yield Composite During OECD-Defined Global Slowdowns
Monthly Data 1966-10-31 to 2022-09-30 (Log Scale)
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Performance During :
Points /
Annum

% of
Time

* No Global Slowdown 0.21 53.07

Any Global Slowdown -0.39 46.93

Moderate Global Slowdown -0.72 18.64

Severe Global Slowdown -0.18 28.30

Source:    Bloomberg Finance L.P., OECD, Main Economic Indicators (MEI), www.oecd.org

2022-09-30 = 2.63

Shaded Areas Represent Contractions
Based on Peaks and Troughs of
OECD Reference Series
Dark Shading Represents
NDR-Designated Severe Slowdowns

Slowdown
Point Change

During Slowdown
Max Drawdown

Around Slowdown
Drawdown From

Start of Slowdown

1966-10-31..1967-11-01 -0.08 -0.55 (1966-11-30..1967-05-01) -0.52 (1967-04-30)

1969-06-30..1971-11-01 -0.20 -0.99 (1970-06-30..1971-11-01) -0.20 (1971-10-31)

1973-06-30..1975-06-01 1.38 -1.12 (1974-11-30..1975-04-01) 0.00 (1973-06-30)

1979-10-31..1983-01-01 -0.35 -3.82 (1981-09-30..1983-01-01) -0.35 (1982-12-31)

1985-08-31..1987-03-01 -1.66 -2.75 (1985-03-31..1986-05-01) -1.79 (1986-04-30)

1989-01-31..1993-08-01 -1.73 -3.52 (1990-09-30..1993-08-01) -1.73 (1993-07-31)

1994-11-30..1996-01-01 -1.68 -1.78 (1994-10-31..1996-01-01) -1.68 (1995-12-31)

1997-09-30..1998-12-01 -1.30 -2.04 (1997-04-30..1998-10-01) -1.35 (1998-09-30)

2000-08-31..2003-05-01 -1.22 -1.35 (2000-05-31..2003-03-01) -1.26 (2003-02-28)

2008-01-31..2009-05-01 -0.67 -1.55 (2007-08-31..2009-01-01) -1.05 (2008-12-31)

2011-10-31..2013-01-01 -0.50 -1.39 (2011-05-31..2012-08-01) -0.64 (2012-07-31)

2013-11-30..2016-09-01 -1.45 -1.69 (2013-12-31..2016-08-01) -1.49 (2016-07-31)

2018-04-30..2020-02-01 -0.83 -1.06 (2018-09-30..2019-09-01) -0.98 (2019-08-31)

2020-01-31..2020-06-01 -0.42 -0.68 (2019-12-31..2020-05-01) -0.45 (2020-04-30)
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Weight of the evidence points to moderate slowdown, but severe recession 
risk is rising.

Report Notes:

Source: Haver Analytics, Ned Davis Research, Inc., OECD, Main 
Economic Indicators (MEI), www.oecd.org, S&P Global PMI

Indicators which have fallen below their key severe recession level are 
highlighted red.

1A rise in this indicator indicates an increased probability of recession.

2This indicator must be past the key recession level for three 
consecutive months to indicate an increased probability of recession
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Watching financial conditions and misery.
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The ECBs CISS is an indicator of contemporaneous stress in the financial system. Source:Source:   Haver Analytics

This composite is a nominal-GDP weighted average of CISS for China, the Eurozone, the U.K., and the U.S. Source:Source:   S&P Global PMI

Daily Data 2006-10-10 to 2022-10-12Composite Indicator of Systemic Stress (CISS) for Select Economies

Shaded Areas Represent Contractions Based on

Peaks and Troughs of OECD Reference Series

China (2022-10-07 = 0.1661)

Eurozone (2022-10-12 = 0.6123)

U.K. (2022-10-12 = 0.5893)

U.S. (2022-10-12 = 0.2492)

Global Composite Indicator of Systemic Stress (CISS) (2022-10-07 = 0.3285)
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Source:Source:   MSCI

Misery Index I is the sum of the unemployment rate and CPI growth Source:Source:   Haver Analytics

The Misery Index II is the sum of the unemployment rate, CPI growth, and long-term interest rates, minus real GDP growth Source:Source:   Haver Analytics

Monthly Data 1995-12-31 to 2022-08-31MSCI ACWI vs. Misery Index Breadth II

MSCI ACWI Performance

Full History:Full History:   1995-12-31 to 2022-08-31

Breadth Indicators are

% Gain/

Annum

% of

Time

  Both in Upper Modes -9.49 8.45

  Mixed 6.74 35.34

  Both in Lower Modes 3.74 56.21

Buy/Hold = 5.14% Gain/Annum

MSCI ACWI (2022-08-31 = 743.28)

Share of Misery Indexes I Above the Five Year Average(2022-08-31 = 97.7%)

Share of Misery Indexes II Above the Five Year Average(2022-08-31 = 39.4%)
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Cycle composite and pessimism suggest a yearend rally is possible.
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S01666

S&P 500 Cycle Composite for 2022 Daily Data 2021-12-31 to 2022-12-30
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S&P 500 Cycle Composite for 2022 Daily Data 2021-12-31 to 2022-12-30
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2022 Cycle Composite
Places Equal Weight On:
One-Year Seasonal Cycle
Four-Year Presidential Cycle
10-Year Decennial Cycle

Trend Is More Important Than Level
Based on Daily Data 1/3/1928 - 12/31/2021

S&P 500 Cycle Composite for 2022 (Scale Right)
Actual S&P 500 Composite Through2022-10-12 (Scale Left)

Source:    S&P Dow Jones Indices
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Source:Source:   S&P Dow Jones Indices

Excessive Optimism

Extreme Pessimism Source:Source:   Ned Davis Research, Inc.

Daily Data 2006-01-03 to 2022-10-12S&P 500 vs. NDR Daily Trading Sentiment Composite

S&P 500 Index Performance

Full History:Full History:   1994-12-30 to 2022-10-12

NDR Daily Sentiment

Composite is

% Gain/

Annum

% of

Time

  Above 62.5 -6.74 28.29

  41.5 - 62.5 6.80 43.98

  Below 41.5 26.24 27.73

Buy/Hold = 7.66% Gain/Annum

S&P 500 Index Performance

Chart View:Chart View:   2006-01-03 to 2022-10-12

NDR Daily Sentiment

Composite is

% Gain/

Annum

% of

Time

  Above 62.5 -4.16 29.30

  41.5 - 62.5 3.15 41.59

  Below 41.5 23.44 29.11

Buy/Hold = 6.37% Gain/Annum

S&P 500 Index (2022-10-12 = 3,577.03)

NDR Daily Trading Sentiment Composite (2022-10-12 = 31.11)
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Despite two quarters of GDP decline, recession unlikely currently.U.S.

Above-Trend Growth vs. Recession Watch Report

Indicator
Median Lead Time of Peak/ 

Trough to Slowdown

Months Since Recent Peak/ 
Trough in Current 

Expansion3 Date

NDR Recession Probability Model 5 25 2022-08-31

Housing Starts (Smoothed 3-Mo Change) 12 20 2022-08-31

NDR Economic Timing Model 9 16 2022-08-31

NDR Composite Leading Index 18 16 2022-08-31

National Financial Conditions Index 11 16 2022-10-07

Initial Claims for Unemployment Insurance (4-wk Avg) 12 6 2022-10-07

Conference Board's Consumer Confidence Index 13 15 2022-09-30

Conference Board's CEO Confidence Index 25 18 2022-12-31

ISM Manufacturing Index 18 18 2022-09-30

ISM Services PMI 16 10 2022-09-30

Source: Ned Davis Research, Inc., Department of Commerce, Federal Reserve Bank of Chicago, Federal Reserve Bank of Philadelphia, Haver Analytics, The 
Conference Board
Indicators which have reached their above-trend growth level are highlighted green.
Indicators which have reached their key recession level are highlighted red.

Ned Davis Research ECON_20.RPT
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But rising risks for 2023.  
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Source:Source:   The Conference Board

Strong Recession

Moderate Recession

Mild Recession

Slow Growth

Moderate Growth

Strong Growth

Source:Source:   Ned Davis Research, Inc.

Monthly Data 1948-01-31 to 2022-08-31NDR Economic Timing Model (Current Version) -- Mode Basis

Shaded areas represent National

Bureau of Economic Research recessions

Coincident Index Performance

Full History:Full History:   1948-01-31 to 2022-08-31

Economic Timing

Model Indicates

% Gain/

Annum

% of

Time

  Strong Recession -7.96* 1.23

  Moderate Recession -4.08  4.89

  Mild Recession -3.08  8.64

  Slow Growth 2.16  8.13

  Moderate Growth 2.92  18.55

  Strong Growth 4.19  58.56

Buy/Hold = 2.56% Gain/Annum

* Cases less than one year are not annualized

Index of Coincident Economic Indicators

NDR Economic Timing Model (Current Version) (2022-08-31 = -6.00)
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Fed policy happens with a lag. 
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E570E

Coincident Economic Indicators Around the Start of Fed Tightening Cycles vs. Speed of Tightening
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E570E

Coincident Economic Indicators Around the Start of Fed Tightening Cycles vs. Speed of Tightening
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Slow Cycles Include: 04/15/1955, 09/12/1958,
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Fast Cycles Include: 11/20/1967, 01/15/1973,
09/26/1980, 09/04/1987, 02/04/1994, 06/30/1999,
06/30/2004, 03/16/2022

  % Gain Year Before 1st Hike  
── All Tightening Cycles: 3.0%  
── Slow Tightening Cycles: 2.8%  
── Fast Tightening Cycles: 3.1%  
── Current Cycle: 2.4%  

     % Gain During 1st Year  
── All Tightening Cycles: 4.7%  
── Slow Tightening Cycles: 6.0%  
── Fast Tightening Cycles: 3.7%  
── Current Cycle: N/A  

     % Gain During 2nd Year  
── All Tightening Cycles: 1.6%  
── Slow Tightening Cycles: 3.3%  
── Fast Tightening Cycles: 0.4%  
── Current Cycle: N/A  

Months Prior | Months Post
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Soft landing not completely off the table. 
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Source:Source:   Bureau of Labor Statistics, Federal Reserve Bank of Atlanta

Monthly Data 2000-12-31 to 2022-08-31Wage Growth Tracker vs. Job Openings per Unemployed

Shading indicates NBER-defined recessions

Full HistoryFull History

2000-12-31 to 2022-08-31

Top Clip Correlation = 0.59

Bottom Clip Correlation = 0.67

Job Openings/Unemployed (Scaled Left) (2022-08-31 = 1.67)

Atlanta Fed Wage Growth Tracker: All Workers (Scaled Right)(2022-08-31 = 6.7%)

Job Openings/Unemployed (Scaled Left) (2022-08-31 = 1.67)

Atlanta Fed Wage Growth Tracker: Job Switchers minus Job Stayers (Scaled Right)(2022-08-31 = 1.9 ppt)
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Can’t avoid recession for much longer.Eurozone
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Monthly Data 2005-01-31 to 2022-09-30

Number of Indicators Past Key Recession Level in NDR Eurozone Recession Watch Report

Shading indicates ECRI-defined recessions

The NDR Eurozone Recession Watch Report (ICS_260_EU.RPT) includes 8 key economic indicators.

Once a majority turn negative, a recession is more likely

Number of Indicators Past Key Recession Level (2022-09-30 = 7)
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Our models are at levels associated with recession. 
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Eurozone Industrial Production Monthly Data 1967-07-31 to 2022-09-30 (Log Scale)
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Eurozone Industrial Production Monthly Data 1967-07-31 to 2022-09-30 (Log Scale)
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  2022-07-31 = 103.80

German data prior to 1990 

Industrial Production Gain/Annum

Economic Timing
Model Indicates

% Gain/Annum % of Time

Strong Growth 3.36 17.27

Moderate Growth 3.97 22.27

Slow Growth 1.03 33.33

Stagnation 0.18 22.69

Recession -10.04 4.44

Source: Haver Analytics 

NDR Eurozone Economic Timing Model
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Shaded areas represent CEPR-defined recessions
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Monthly Data 1970-03-31 to 2022-11-30Eurozone Recession Probability Model

Shaded Areas Represent OECD-Defined

Eurozone Recession Periods

Analysis Dates: 1970-03-31 - 2022-11-30Analysis Dates: 1970-03-31 - 2022-11-30

Probability Probability 

ModelModel

Actual:Actual:

Recession Recession 

(% of Time)(% of Time)

No Recession No Recession 

(% of Time)(% of Time)

Above 70 81.33 18.67

Between 30 and 70 34.48 65.52

Below 30 6.84 93.16

Eurozone Recession Probability Model (2022-11-30 = 98.32)
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Will Europe drag the rest of the world down with it?
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U.S. vs. Eurozone Industrial Production (Smoothed Year-to-Year Change) Monthly Data 1970-01-31 to 2022-08-31
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U.S. vs. Eurozone Industrial Production (Smoothed Year-to-Year Change) Monthly Data 1970-01-31 to 2022-08-31

1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

-25.0

-22.5

-20.0

-17.5

-15.0

-12.5

-10.0

-7.5

-5.0

-2.5

0.0

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

27.5

-25.0

-22.5

-20.0

-17.5

-15.0

-12.5

-10.0

-7.5

-5.0

-2.5

0.0

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

27.5United States 2022-08-31 = 3.8%
Eurozone* 2022-08-31 = 0.8%

*Germany prior to 1991
Correlation Coefficient = 0.63
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Source:   Haver Analytics
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Performance of MSCI Europe ex U.K. During OECD-Defined Eurozone Slowdowns
Daily Data 1983-12-30 to 2022-10-12 (Log Scale)
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Performance of MSCI Europe ex U.K. During OECD-Defined Eurozone Slowdowns
Daily Data 1983-12-30 to 2022-10-12 (Log Scale)
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Performance During % Gain/
Annum

% of
Time

  Eurozone Slowdown -1.42 34.41

* No Eurozone Slowdown 10.06 65.59

Source:    MSCI, OECD, Main Economic Indicators (MEI), www.oecd.org

2022-10-12 = 1,334.63

Shaded Areas Represent Contractions
Based on Peaks and Troughs of
OECD Reference Series

Slowdown
Gain/Annum

During Slowdown
Max Drawdown

Around Slowdown
Drawdown From

Start of Slowdown

1991-02-28..1993-09-01 10.11 -20.12 (1992-06-02..1992-10-06) -12.61 (1992-10-05)

1995-03-31..1997-02-01 26.79 -7.15 (1995-09-15..1995-10-28) 0.00 (1995-03-31)

1998-02-02..1999-01-30 18.68 -34.07 (1998-07-20..1998-10-09) -12.89 (1998-10-08)

2001-02-28..2003-07-01 -20.41 -62.23 (2000-09-04..2003-03-13) -54.18 (2003-03-12)

2008-02-29..2009-07-01 -28.12 -59.40 (2007-10-11..2009-03-10) -50.62 (2009-03-09)

2011-05-31..2013-03-30 0.17 -29.22 (2011-02-18..2011-09-23) -26.40 (2011-09-22)

2017-11-30..2020-05-30 -3.43 -34.31 (2020-02-19..2020-03-19) -26.81 (2020-03-18)
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Growth likely to be positive.China

Monthly 2/28/2011 - 8/31/2022 (Log Scale)
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Monthly Data 2005-11-30 to 2022-09-30China Markit Purchasing Manager Indexes
China Composite PMI (Seasonally Adjusted) (2022-09-30 = 48.45)

China Manufacturing PMI (Seasonally Adjusted) (2022-09-30 = 48.10)

China Services PMI (Seasonally Adjusted) (2022-09-30 = 49.31)
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China has its fair share of long-term problems.
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China: Potential vs. Actual Real GDP Growth Yearly Data 1998-12-31 to 2021-12-31
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China: Potential vs. Actual Real GDP Growth Yearly Data 1998-12-31 to 2021-12-31
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Holding up, led by India.
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Composite Purchasing Managers' Indexes (PMI): Output 2022-10-13
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Composite Purchasing Managers' Indexes (PMI): Output 2022-10-13
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Source:Source:   S&P Global PMI

Monthly Data 2005-11-30 to 2022-09-30MSCI Emerging Markets vs. Emerging / Developed Markets Composite PMIs

MSCI EMGL / MSCI ACWI ex EMGL Performance

Full History:Full History:   2005-11-30 to 2022-09-30

PMI Ratio

% Gain/

Annum

% of

Time

  Above 1.0 1.22 45.97

  Below 1.0 -1.87 54.03

Buy/Hold = -0.46% Gain/Annum

MSCI EMGL Total Return/MSCI ACWI ex-EMGL Total Return (2022-09-30 = 8,867.50)

Emerging Market Composite PMI / Developed Market Composite PMI(2022-09-30 = 1.02)

Emerging Markets
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• Slower global growth and a more difficult year for equities 
was inevitable this year. 

• Stubbornly elevated inflation, waning monetary and fiscal 
support, the bullwhip effect, and the depletion of excess 
pandemic-related savings present risks to the outlook. 
Geopolitical factors amplify these risks. 

• There are signs that the inflation rate may peak soon, but 
will remain elevated for longer.

• Weight of the evidence points to moderate global slowdown, 
but severe recession risk rising.
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NDR HOUSE VIEWS  (Updated October 13, 2022)

For global asset allocation, NDR recommends underweight allocation to stocks, overweight 
allocation to cash and marketweight allocation to bonds. We are underweight stocks in 
response to new lows and bearish model readings.

Equity Allocation

U.S. | We are underweight stocks on an absolute basis and relative to bonds and cash. The 

hawkish Fed has overwhelmed the positive tape development in the summer. We favor 

small-caps over large-caps and are neutral on Growth versus Value.

INTERNATIONAL | We are overweight U.S., underweight Europe ex. U.K., and marketweight 

on all other regions.

Macro

ECONOMY | The global economy is in a sustained slowdown due to waning monetary and 

fiscal support, stubbornly high inflation, and rising geopolitical risk. While the slowdown 

remains moderate, the risk of severe recession increases in 2023. Global inflation pressures 

are easing but will remain historically elevated in the foreseeable future.

FIXED INCOME | We reduced our bond exposure to 95% of benchmark duration and 

expect the yield curve to flatten.  We are overweight Treasurys, MBS, and CMBS and 

underweight high yield. We are marketweight everything else. 

GOLD | Downtrend intact with relatively restrictive central bank policies.  We are bearish.

DOLLAR | Recognizing strengthening trend and positive composite readings, we are 

bullish.

Global Asset Allocation
Cash (15%)
Bonds (35%)
Stocks (50%)

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Equities — Regional Relative Allocation
U.S. (66%)
Emerging Markets (11%) | Japan (5%) | U.K. (4%) | Pacific ex. Japan (2%) | 
Canada (3%)
Europe ex. U.K. (9%)

Benchmark – U.S. (61.1%), Europe ex. U.K. (12.2%), Emerging Markets (11.4%), Japan (5.6%), U.K. (3.7%), 
Pacific ex. Japan (3%), Canada (3.1%) 

Global Bond Allocation
Japan (19%)
U.S. (55%) | Europe (25%)
U.K. (1%)

Benchmark: U.S. (57%), Europe (25%), Japan (15%), U.K. (4%)

U.S. Allocation
Cash (15%) | Small-Cap
Bonds (35%) | Growth | Value | Mid-Cap
Stocks (50%) | Large-Cap

Benchmark: Stocks (55%), Bonds (35%), Cash (10%)

Sectors
Health Care (17%) | Energy (5%)
Financials (7%)

Benchmark: Technology (27.5%), Health Care (13.6%), Financials (10.6%), Communication Services (10.0%), 
Consumer Discretionary (9.5%), Consumer Staples (6.9%), Industrials (7.8%), Energy (3.7%), Utilities (2.7%), 
Real Estate (2.7%), Materials (2.5%)

U.S. Bonds — 95% of Benchmark Duration

Economic Summary  October 10, 2022

 Overweight     Marketweight     Underweight

Near term activity:    Accelerating    Neutral    Decelerating 

Global Economy
(2.9%)

U.S. Economy
(1.5%-2.0%)

U.S. Inflation
(4.0%-4.5%)

Economic gauges reflect changes in near-term economic activity. Numbers in parenthesis 
refer to NDR 2022 forecasts.
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