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Our Calls

 US economy falls into recession in 2024, although the timing of this is highly uncertain due

to a unique set of factors discussed here.

 Inflation falls back to 2% and possibly below if certain conditions are met.

 The Federal Reserve is taking a couple month breather on their tightening cycle.

Deteriorating growth will stymie further hikes.

 Corporates are locked in at ultra low interest rates. Thus, consumers, banks, and the

foreign sector (China, Europe, UK, Australia) present the biggest macro risks for now.
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How Are Things Currently?



3

Above Trend Consumption

Sources: BEA, NBER, Haver, SMBC Nikko
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Ultra Low Unemployment Drifting Higher

Sources: BLS, NBER, Haver, SMBC Nikko
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Strong Activity Levels and Growth Rates

Sources: BEA, NBER, Haver, SMBC Nikko
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Vacation Anyone?

Sources: Conference Board, NBER, Haver, SMBC Nikko
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Plane Travel on the Ascent

Sources: Conference Board, NBER, Haver, SMBC Nikko
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We Are So Back!...(And Then Some)

Sources: TSA, Bloomberg, SMBC Nikko
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Why Recession?
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A Record Rise in Fed Funds

Sources: Federal Reserve, Haver, SMBC Nikko
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Sharpest Decline in Money Supply Since…The Great Depression

Sources: Federal Reserve, Haver, SMBC Nikko

-10

-5

0

5

10

15

20

25

30

-10

-5

0

5

10

15

20

25

30

20 30 40 50 60 70 80 90 00 10 20

%
Y

o
Y

%
Y

o
Y

M2 Money Supply



12

Generational Curve Inversion

Sources: Federal Reserve, NBER, Haver, SMBC Nikko
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Tightening Into a Downturn

Sources: Conference Board, Federal Reserve, NBER, Haver, SMBC Nikko
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Soaring Consumer Borrowing Costs

Sources: Federal Reserve, Freddie Mac, NBER, Haver, SMBC Nikko
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When Banks Pull Back, Corporate Defaults Rise

Sources: Federal Reserve, Moody’s, NBER, Haver, SMBC Nikko
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Credit to Consumers Drying Up Too

Sources: Federal Reserve, NBER, Haver, SMBC Nikko
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Housing — Any Takers? Anyone At All? 

Sources: MBA, NBER, Haver, SMBC Nikko
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Debt Is No Longer Being Inflated Away

Sources: Federal Reserve, BLS, NBER, Haver, SMBC Nikko
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Debt Obligations Not Being Outgrown Either

Sources: BEA, Federal Reserve, NBER, Haver, SMBC Nikko
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Timing
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Leading Indicators Say September 2023

Sources: Conference Board, Federal Reserve, NBER, Haver, SMBC Nikko
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Student Loans Restart October 1st

Sources: New York Fed Consumer Credit Panel, Equifax, SMBC Nikko
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Yield Curve Says February 2024

Sources: Federal Reserve, NBER, Haver, SMBC Nikko
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The 50 Bp Rule and HMI Say We’re Nearly There

Sources: NAHB, BLS, NBER, Haver, SMBC Nikko
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Higher For Longer = Trouble for Corporate Borrowers

Sources: BEA, Federal Reserve, NBER, Haver, SMBC Nikko
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Reasons for Optimism
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American Manufacturing Renaissance?

Sources: BEA, Federal Reserve, NBER, Haver, SMBC Nikko
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AI Inspired Productivity Boom?

Sources: BLS, NBER, Haver, SMBC Nikko
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Disclaimers

This document is provided by SMBC Group (including, collectively or individually, Sumitomo Mitsui Banking Corporation, SMBC Nikko Securities America, Inc., and their affiliates, as applicable) for informational 
purposes only.  This document was prepared by SMBC Group’s economist(s).  The views statements, assumptions and forecasts expressed herein are those of the author(s) and do not reflect the judgment of 
any other person or of SMBC Group. It does not constitute an offer, or solicitation of the sale or purchase, of securities or other investments. The information contained herein is obtained or derived from 
sources believed to be reliable, but SMBC Group and the author(s) make no representations as to its accuracy or completeness. In some cases, such information may be incomplete or summarized. This 
document has been prepared based on assumptions and parameters determined by the economist(s) in good faith. The assumptions and parameters used are not the only ones that could have been selected, 
and therefore no guarantee is given as to the accuracy, completeness, or reasonableness of any such quotations, disclosures, or analyses.  Past performance is not a reliable indicator of any future results.

This document has been prepared for and is directed at institutional investors and other market professionals, and is not intended for use by retail customers.  It does not take into account any specific 
investment objective, financial situation, or particular need of any recipient. The information contained herein should, for whatever purpose, be used solely at the discretion and responsibility of the recipient. 
SMBC Group does not accept any liability or responsibility for any results in connection with the use of such information.  Recipients are responsible for making final investment decisions and should do so at 
their own discretion after conducting a careful examination of all documentation delivered prior to execution, explanatory documents pertaining to listed securities, prospectuses, and other relevant documents, 
and their own independent analysis and assessment of the merits of any transaction. The financial instruments discussed may be speculative and may involve risks to principal and interest.

Conflicts of Interest Disclosures

The views statements, assumptions and forecasts expressed herein may differ from those expressed in globally branded research produced by SMBC Group. The trading desks of SMBC Group trade or may
trade as principal in the financial instruments that are the subject of this material, and the author(s) of this document may have consulted with the trading desks while preparing this document. The proprietary
interests of SMBC Group may conflict with those of the recipient. SMBC Group may seek to do business with the companies mentioned in this material and the trading desks may have accumulated, be in the
process of accumulating, or accumulate long or short positions in the financial instruments mentioned and may have acquired them at prices no longer available. The trading desks may also have or take
positions inconsistent with the views expressed in this document or may have already traded on those views.

This material is not a research report, and neither this material nor its author(s) is subject to policies and procedures that apply to the globally branded research reports and research analysts of SMBC Group or
to legal requirements designed to promote the independence of investment research. It is not subject to any prohibition on dealing ahead of the dissemination of investment research. This means that on the
date of this document, SMBC Group, and its directors, representatives, or employees, may have a long or short position in any of the instruments mentioned in this document and may make a market or trade
in instruments economically related to the securities, derivatives or other underlying assets mentioned herein, in each case either as principal or as agent.

No part of the author(s) compensation was, is, or will be, directly or indirectly related to the specific recommendations or views expressed herein. The personal views of authors may differ from one another.

Distribution, possession or delivery of this document in, to or from certain jurisdictions may be restricted or prohibited by law. Recipients of this document are required to inform themselves of and comply with
all such restrictions or prohibitions.

© 2023 SMBC Group. All rights reserved.
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