04/18/2023 Addendum to Squirrel and Moose

The following charts/graphs in combination indicate with almost 100% certainty a recession is going to happen.
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You'll notice the line has turned up a bit causing a “steeper” yield curve. This means short term rates have come
down relative to long term rates. This change has preceded every recession (see red arrows and gray shading) since
1970 as the market starts anticipating the Fed is going to cut short term rates in order to stimulate the economy,

they just de-stimulated by raising rates. Sort of a Ferris wheel approach to money management.
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This chart shows a survey of purchasing managers of large corporations. Anything over 50 means expansion and

Chart 3: ISM < 45 = Recession
ISM Manufacturing PMI and recessions
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line now sits at about 46. You'll notice
every time since 1950 it has dropped to
this level, we were either in a recession
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or shortly will be.
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When the CPI (consumer price
index —red line) goes above 5% it
has led to a recession 100% of the
time. The blue line shows the Fed
Funds interest rate.
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The trajectory of the US LEI continues to
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now in negative territory. This has
preceded a recession the last 3
times.
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Allin all, it doesn’t look good for the US economy over the next 6-9 months.
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