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Higher rates are weighing on economic activity ….
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…. and economic growth has been slowing 
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Small businesses are feeling the pain ….
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…. and consumers aren’t that happy either
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Leading economic index signals recession is ahead ….
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…. as do financial markets
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Good news! It won’t last long or be terrible 

Forecast



Our primary problem is getting better ….
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…. as price growth of physical goods retreats
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Here’s another view of inflation
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Robust job gains …
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…. and loads of excess savings …. 
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…. will support consumer spending
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Households expect to spend less next year, but more than pre-COVID 
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Risks

► Risks are still tilted to the downside:

 Consumer spending may not live up to our expectations

 Inflation could be stickier than expected, meaning either rates will need to go higher, 
or we could face stagflation

 … and that could trigger a recession

► And then there’s one more piece …



Lending terms have tightened
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Pessimist or Optimist?

What the pessimist sees:

► Economic activity is slowing as the Fed raises rates

► Both business and households are rather pessimistic

► Dependable indicators signal a coming recession, but it could be mild

What the optimist sees:

► Inflation is moderating

► Labor market is resilient

► Households have money to spend – and will continue to spend

► The Federal will achieve a soft landing
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