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SUMMARY
•

The macrocast™ score suggests the probability of a recessionary bear market has
increased, and the defensive position of microcast™ indicates market conditions
remain volatile. The combination of both risk models suggests we remain in a
challenging market environment, which we expect to persist through the second
half of the year.

•

Every August, we “Chart the Course” by reviewing a series of charts that illustrate key
trends in the economy and markets. The data depicted in these charts is consistent
with what we see in macrocast™. We hope you enjoy these, and we will resume
publication of our regular commentary in September.
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CHARTING THE COURSE: macrocast™
macrocast™ remains negative. The negative score reflects the elevated recession risks,
which implies a higher probability of a sustained bear market.

CHARTING THE COURSE: THE ECONOMY
Within labor markets, job growth remains strong. Last week’s employment report
exceeded expectations. The US added 528K jobs in July, and the unemployment rate
edged down to 3.5%, a 50 year low (Chart from Peterson Institute):
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But initial claims are beginning to rise, suggesting slower job growth in the months
ahead. Initial claims for unemployment bottomed earlier this year and have since risen back
to levels seen last fall. Although still low on an absolute basis, claims are steadily rising. If this
trend continues, we believe a higher unemployment rate is likely as we head into 2023.

The factors officially used to determine a recession were all positive in the first half of
the year. The National Bureau of Economic Research (NBER) looks at several variables,
aside from GDP, to determine whether a recession has commenced. Although we’ve had
two consecutive quarters of negative GDP growth, the six factors NBER considers were all
positive in the first half of 2022, suggesting the economy was not in a recession through
June (from Bank of America):
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CHARTING THE COURSE: INFLATION
Inflation expectations for the next year remain high, but consumers don’t think it will
last. Inflation expectations are important. If they remain elevated, they could put upward
pressure on actual inflation by creating a vicious cycle where consumers expecting higher
inflation adjust their spending patterns to get ahead of higher prices. Companies, reacting
to the increase in demand, can then raise prices, leading inflation expectations to become
a self-fulfilling prophecy.
While one-year inflation expectations remain elevated, the three-year figure suggests
consumers do not expect inflation to become entrenched over the longer-term (Chart
from Axios):
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But it may take a while for the reported inflation rate to return to the Fed’s target. This
chart from Bank of America shows various scenarios for inflation in the coming months. As
illustrated below, it will take several months of little to no inflation for the annual rate to drop
below 5% and even longer to reach the Fed’s 2.0% target:
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Taking a longer-term view, not all categories have seen prices rise at the same pace.
Inflation for services has increased faster and more substantially, while inflation for goods
is mostly lower. While overall inflation is up ~75% since the year 2000, categories related
to services have seen prices increase significantly more than others. College attendance,
hospitals, and daycare services are all areas that require more personnel to meet the needs
of consumers and have seen the largest price increases. Meanwhile, many goods are much
cheaper than they were 20 years ago, due mostly to technological advancements as well as
cheaper labor overseas (chart from Mark Perry):
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CHARTING THE COURSE: THE STOCK MARKET
Stock returns are muted during economic recessions. We do not believe a recession has
started yet, but the risks remain elevated in the months ahead. Over the past 50 years, stocks
have been volatile during recessions, and returns over those periods have been mostly lower
(chart from LPL):

Despite any short-term turbulence, stocks tend to do well over the long term. We’ve
stated our concerns about the economy in recent Macro Musings. While the current risks
are reflected in both macrocast™ and microcast™, it is important to not lose sight of the
excellent performance of stocks over the long run. The following chart from Bespoke reminds
us that over longer time horizons, equities tend to generate positive returns. Even looking out
five years, stocks have been higher nearly 90% of the time. We believe this will continue to be
the case despite any short-term market turbulence.
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This time of year typically serves as a reminder
for many parents and grandparents that they are
one year closer to their children or grandchildren
shipping off to college. If you have any questions,
thoughts, or would like to discuss establishing a
plan to help your child or grandchild fund their
education, please contact your
Corbett Road Wealth Manager today!

IMPORTANT DISCLOSURES
The chart(s)/graph(s) shown is(are) for informational purposes only and should not be considered as an offer to buy, solicitation to sell, or recommendation to engage in any
transaction or strategy. Past performance may not be indicative of future results. While the sources of information, including any forward-looking statements and estimates,
included in this (these) chart(s)/graph(s) was deemed reliable, Corbett Road Wealth Management, Spire Wealth Management LLC, Spire Securities LLC and its affiliates do not
guarantee its accuracy.
The views and opinions expressed in this article are those of the authors as of the date of this publication, are subject to change without notice, and do not necessarily reflect
the opinions of Spire Wealth Management LLC, Spire Securities LLC or its affiliates.
All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness. macrocastTM and microcastTM are proprietary
indexes used by Corbett Road Wealth Management to help assist in the investment decision-making process. Neither the information provided by macrocastTM or microcastTM
nor any opinion expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice. Individual investors should consult with a
financial professional before engaging in any transaction or strategy. The phrase “the market” refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk
assets” refers to equities, REITs, high yield bonds, and other high volatility securities.
Spire Wealth Management, LLC is a Federally Registered Investment Advisory Firm. Securities offered through an affiliated company, Spire Securities, LLC, a Registered Broker/
Dealer and member FINRA/SIPC. Registration does not imply any level of skill or training.
Macro Musings 08/10/2022

Page. 09

THANK YOU
Washington, D.C.
7901 Jones Branch Dr
Suite 800
McLean, VA 22102
Local: 703.748.5836

Boston, MA
101 Arch St
8th Floor
Boston, MA 02110
Local: 617.600.7930

Knoxville, TN
800 S. Gay St
Suite 700
Knoxville, TN 37929
Local: 865.444.4520

Los Angeles, CA
10100 Santa Monica Blvd
Suite 300
Los Angeles, CA 90067
Local: 310.591.5674

Phoenix, AZ
2375 E. Camelback Rd
Suite 600
Phoenix, AZ 85016
Local: 602.807.1145

Fort Lauderdale, FL
2598 E. Sunrise Blvd
Suite 2104
Ft. Lauderdale, FL 33304
Local: 954.507.6028

St. Louis, MO
7777 Bonhomme Ave
Suite 1800
Clayton, MO 63105
Local: 314.463.0132

Toll Free: 844.688.4955
info@corbettroad.com
www.corbettroad.com
linkedin.com/company/corbettroad

