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The Waiting Is The Hardest Part 8/9/2023 

• We continue to wait for the most anticipated recession in modern times to materialize, 

despite posturing by the Federal Reserve1 and several sell-side Wall Street firms2 either 

pushing back recession timing or entirely capitulating to the “soft-landing” camp.  The 

most recent flip-flop comes from Bank of America/Merrill Lynch3. 

• We remind investors that soft landings have occurred only three times4, dating back over 

the eight (8) recessions since 1961.  But regardless of all this “institutional” pushback, we 

continue to suggest it may be difficult for the U.S. to entirely avoid a typical hard landing 

over the next 12 months. 

• We reiterate our recession position published in our 2023 Outlook5, that any potential 

recession will be shallow and short, which may mirror the two downturns prior to 2007.  

Therefore, multiple contraction associated with any possible recession could be less 

severe than witnessed during the 2007-2009 Great Recession (roughly a 40% contraction 

to approximately 8.8x). 

• Hence, we also reiterate our near-term S&P 500 target of roughly 4,200 (down 8-9%), 

which implies an 18.3x multiple on 2024 FactSet consensus S&P earnings, compared to the 

current forward 12-month multiple of 19.1x and the long-term average dating back 

through 1997 of 16.9x. 

• We believe this multiple premium of 18.3x (vs. 16.9x) could hold, given the National 

Bureau of Economic Research6 (NBER) is typically late to the party in determining shorter 

recessions.  For example, the NBER did not even declare the 8-month 1991 recession until 

after it ended.  Further, the NBER did not announce the U.S. was in the midst of the 2001 

recession until four (4) months after it started.  

• The most compelling evidence supporting our recession view is the massively inverted 

yield curve (10yr less Fed Funds), which has portended every recession dating back 

through the early 1970s.  But not just one trend or concept drives our more cautious 

economic call moving forward. 

• Demand destruction7 is beginning to materialize across the economy, with more 

restrictive expectations moving forward.  Student loan forbearance ends in September, 

while the recent Senior Loan Officer Opinion Survey8 suggests bank lending is becoming 

more restrictive.  Adding to bank headwinds is the recent Moody’s9 downgrade in the face 

of ongoing commercial real estate concerns10.  Further, credit card default and borrowing 

rates are surging higher, and the Index of Leading Economic Indicators11 has been in 

recession territory for some time now.  In addition, the ISM Manufacturing PMI12 is 

signaling a recession, while the ISM Services PMI is also showing weakness. 

• But there are sparse green shoots.  The most recent of which is the National Federation of 

Independent Business Optimism Index13, which has increased for three (3) consecutive 

months.  The June print was 91, a 1.6-point increase from May.  However, the June reading 

also marked the 18th consecutive month below the longer-term average of 98.  And while 

the share of business owners reporting that obtaining credit was unchanged, the recent 

downgrade of regional banks (who small businesses are beholden to) may portent further 

tightening in credit as we move through the back half of 2024.  Finally, the recent rebound 

in the NFIB Optimism Index coincides with the recent surge in the S&P. And while 

Investment-Grade and Junk-Bond spreads to the 10yr remain tight, they typically bottom 

just before a recession starts. 

We’d love to hear your thoughts! 
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Disclosure:   

The information in this publication and references to specific securities, asset classes and financial markets are provided for illustrative purposes and do not constitute an offer to sell, or solicitation of an offer to purchase, any securities, nor does 

they constitute an endorsement with respect to any investment area or vehicle. This material serves to provide general information to clients and is not meant to be legal or tax advice for any particular investor, which can only be provided by 

qualified tax and legal counsel.  

Certain information contained herein is based on outside sources believed to be reliable, but its accuracy is not guaranteed. Investment products (other than deposit products) referenced in this material are not insured by the FDIC (or any other 

state or federal agency), are not deposits of or guaranteed by Northeast Private Client Group, and are subject to investment risk, including the loss of principal amount invested.  

Portfolios are subject to investment risks, including possible loss of the principal amount invested. In addition, foreign investments may be less liquid, more volatile and less subject to governmental supervision than in the United States. The 

values of foreign securities can be affected by changes in currency rates, application of foreign tax laws, changes in governmental administration and economic and monetary policy. Investors should consider the investment objectives, risks, 

charges, and expenses of ETFs carefully before investing. This and other information are contained in the fund’s prospectus, which may be obtained from your investment professional. Please read it before you invest. Investments in ETFs are 

subject to risk, including possible loss of the principal amount invested.  

This information is being provided to current Northeast Private Client Group clients and should not be further distributed without Northeast Private Client Group’s approval. S&P 500 Index is a market index generally considered representative 

of the stock market as a whole.  

The index focuses on the large-cap segment of the U.S. equities market. Dow Jones Industrial Average is a widely used indicator of the overall condition of the stock market, a price-weighted average of 30 actively traded blue chip stocks, 

primarily industrials, but also includes financial, leisure and other service-oriented firms. Russell 2000 Index measures the performance of the smallest 2,000 companies in the Russell 3000 Index of the 3,000 largest U.S. companies in terms of 

market capitalization. NASDAQ Composite Index is a market value-weighted index that measures all NASDAQ domestic and non-U.S. based common stocks listed on the NASDAQ stock market. Each company's security affects the index in 

proportion to its market value This commentary contains forward-looking statements and projections.  

Actual results may differ from current expectations based on a number of factors including but not limited to changing market conditions, leverage and underlying asset performance. Northeast Private Client Group makes no representation or 

warranty, express or implied that this information shall be relied upon as a promise or representation regarding past or future performance.  

This material contains the current opinions of the author but not necessarily those of Guardian or its subsidiaries and such opinions are subject to change without notice. Past performance is not a guarantee of future results. Indices are 

unmanaged, and one cannot invest directly in an index. Data and rates used were indicative of market conditions as of the date shown.  

Opinions, estimates, forecasts, and statements of financial market trends are based on current market conditions and are subject to change without notice. Securities products and advisory services offered through Park Avenue Securities LLC 

(PAS), member FINRA, SIPC. OSJ: 200 Broadhollow Road Suite 405, Melville, NY 11747, 631-589-5400. PAS is a wholly-owned subsidiary of The Guardian Life Insurance Company of America® (Guardian), New York, NY. Northeast Private 

Client Group is not an affiliate or subsidiary of PAS or Guardian. 2023-159624.  Exp. 8/2025   
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