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SUMMARY

•	 The macrocast™ score suggests the probability of a recessionary bear market remains 
elevated, while the positioning of microcast™ reflects the improvement in technical 
indicators seen during the last market rally. A closer look at both risk models reveals 
the current dichotomy in market data—a conflict between weakening fundamental 
economic indicators and the constructive price action exhibited by major equity 
indices. 

•	 So far, in 2023, the contradicting signals of macrocast™ and microcast™ is the defining 
market theme—in essence, it is a clash between a recession and a soft landing. 

•	 A tight labor market and improving market returns are key factors supporting the soft 
landing narrative, but it’s important to remember that hope for a soft landing always 
precedes a recession. 

•	 The stock market has had a strong start to the calendar year. Historically, that has been 
bullish for the rest of the year; however, the market was down more than 10% in 2022, 
and years following double-digit market declines have been worse than average. 



Macro Musings 2/15/2023 Page. 03

Please see important disclosures at the end of this article

WHAT EXACTLY ENTAILS A SOFT LANDING?

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 term “soft landing” refers to situations where economic growth slows without 
contracting significantly. In our view recent soft landings occurred in 2011, 2016, and 
2018. In all three cases, economic growth slowed and there were worries about a possible 
recession. The stock market suffered brief, double-digit declines before quickly recovering 
as the cycle reversed and growth rebounded.

As of now, we believe a recession in 2023 is still likely but not inevitable. As we noted 
in our December Macro Musings (“Our 2023 Outlook”), the Conference Board Index 
of Leading Economic Indicators has never fallen to current levels without a recession 
following. 

The latest Senior Loan Officer survey confirms the view of an economy on the edge of 
recession. As shown in the chart below, lending standards have tightened significantly 
over the past year. Historically, they have never tightened this much without a subsequent 
recession: 

At Corbett Road, we strive to separate the data from the news and let the data drive our 
process and view. It is not uncommon to see an uptick in calls for a soft landing prior to 
a recession. A recent Forbes article highlights several instances from the past 50 years 
where market prognosticators have predicted a soft landing, only to see the economy 
eventually fall into a recession each time. This is a good reminder that there is always hope 
of avoiding a recession, regardless of what happens.

https://corbettroad.com/wp-content/uploads/2022/12/MacroMusings_December2022_CRWM.pdf
https://www.forbes.com/sites/mattnovak/2023/02/07/5-predictions-for-a-soft-landing-that-were-totally-wrong/?sh=6f7dc04e17b5
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ONE FACTOR IN FAVOR OF THE SOFT LANDING 
NARRATIVE: A TIGHT LABOR MARKET

THE STOCK MARKET IS NOT ACTING LIKE  
A RECESSION IS INEVITABLE

Nevertheless, there are factors at play that suggest this time might be different—the most 
compelling argument being that the rapid nature and historic response to the pandemic 
is affecting traditional economic indicators. The economic boost from fiscal stimulus 
and loose monetary policy in 2020/2021 is likely to cause distortions in the data as those 
policies are unwound, similar to a wartime economy transitioning to peacetime.  

Labor market tightness is a key factor. Recessions are unlikely to occur without significant 
job losses, and job openings remain well above historical levels. Despite the fact that 
some of these openings may be duplicates (thanks to remote work options), it is evident 
that the labor market remains tight. According to Bureau of Labor Statistics, the ratio of 
job openings to unemployed persons remains high, with two job openings available for 
every one unemployed worker.

Another factor driving hope for a soft landing is the recent behavior of the stock market. While 
bear market rallies are common, improving price action and the strong momentum of the 
latest rally has been encouraging. 

https://www.bls.gov/charts/job-openings-and-labor-turnover/unemp-per-job-opening.htm


Macro Musings 2/15/2023 Page. 05

Please see important disclosures at the end of this article

The table below highlights a combination of historically bullish price action. In the past, when 
stocks have rallied after Christmas, early in the new year, and for the entire month of January, 
returns going forward were robust and always higher when the market was flat or negative in 
the year prior (from Carson Group): 

A recent study of market momentum 
looks at previous instances when the 
market was up 5% or more in 3 out of 4 
months. Again, results were bullish and 
did not occur during bear markets (table 
from LPL Financial): 
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The results of these studies are encouraging, but we offer two cautionary notes. First, the 
sample size is small, and second, it is unclear if the economic conditions driving the historical 
returns are present—or even relevant—today. 

When we look at a broader study of market performance after a down year, results are more 
muted. 

According to a study from DataTrek Research:

•	 In the 25 down years since 1928 (save 2022), the S&P has posted a negative return of less 
than 10 pct just over half the time (56 pct, or 14 years). During these years, the average 
return was -6.0 pct and the next year the index was positive most of the time (79 pct, or 11 
out of 14 years). The average return in the subsequent year was +17.5 pct.

•	 The S&P was down 10 percent or more in 11 out of the 25 negative years (44 pct of the time), 
losing an average of 22.6 pct. The next year the index’s return was positive just over half the 
time (55 pct, 6 out of 11 years) and up by an average of 6.4 pct.

•	 The S&P 500 has a much better win rate (79 vs 55 pct) and average performance 
(+17.5 vs +6.4 pct) in the 12 months following a down calendar year of less than 10 
percent than one that does worse than that like in 2022 (-18.0 pct).

Overall, our analysis this month shows that we find ourselves in a challenging environment 
in early 2023. macrocast™ and microcast™ are sending conflicting signals. Many leading 
indicators remain at recessionary levels, but the labor market is tight, and without a significant 
rise in unemployment, it is hard to see how we end in recession. 

Recent strength in market action supports the soft landing narrative, as stocks tend to do 
better when the economy is growing and have a higher-than-average return in periods 
following a year of negative returns. However, as noted by DataTrek, the magnitude of the 
decline in the down year is an important distinction. When the market is down more than 10% 
in a year (as in 2022), the following year’s returns tend to be weaker, with a lower win rate and 
lower average returns. 

Lastly, it seems every previous recession had at least a few experts calling for a soft landing, 
only to see the economy eventually roll over. This is one reason why we cannot simply ignore 
the negative data and assume the stock market has all the answers. 

We expect to have a clearer picture on the state of the economy and market conditions as we 
progress through the year and more data rolls through. If macrocast™ improves in the coming 
months, it is a good sign that recessionary bear market risks have receded. In the meantime, 
microcast™ reflects the improving market technical conditions, but that can quickly change if 
the recent rally fails and stocks head lower from here. As always, we will keep you updated on 
these developments as well as any events of note, such as the debt ceiling standoff that could 
be a market moving issue later in the Spring.
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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.

Use of Indicators 
Corbett Road’s quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to 
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no 
guarantee that these models or any of the factors used by these models will result in favorable performance returns. 

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.  

Keep your eye on the 
prize. Contact your 

Corbett Road Wealth 
Manager today to put 

together, review, or 
discuss your bigger 

financial picture.

“Obstacles are those frightful 
things you see when you take 
your eyes off your goal.” 		
			   --Henry Ford
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