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  If we listen to the talking heads on Bloomberg or Squawk Box, we would get the impression that we are bracing 

for a recession in 2023. Well, are we?  Let’s look at this from two perspectives 1) a hard landing with a 
recognized slowdown and pullbacks in corporate earnings and, 2) a soft landing where Fed tightening touches 
and rolls through various sectors of the economy in a way that doesn’t add up to a full-fledged recession. In 
effect, a slowing of growth rather than negative growth which defines recession. 

Let’s look at this objectively. The Wall Street Journal (WSJ) regularly surveys 70 academic, business, and 
financial economists regarding their economic outlook. The last survey, as summarized in the WSJ, put the 
probability of a recession in the next 12 months at 63%, up from 49% in the survey taken in July. Their forecasts 
for 2023 are dour. The survey now expects GDP to contract (negative GDP) in the first two quarters of 2023 
and suggest that they expect a recession to be relatively short-lived.  

The WSJ forecasters have heightened their expectations for a recession because they are concerned that the 
Fed believes it can keep raising rates to dampen inflation without inducing higher unemployment and an 
economic slowdown. Survey participants disagree. In reality, employers will ultimately respond to lower 
growth and weaker profits by cutting jobs.  We are seeing this already with Facebook, Snap, and Microsoft 
(see Negative developments below). Further, the current earnings and exportation drag from higher rates and 
stronger dollar is considerable and could be a major headwind for GDP next year. This is the view of the hard-
landers. 

Now, for the soft-landing argument. We have a yield curve inversion (2-year yields exceed 10-year yields) 
which historically has generated a credit crunch and ultimately a recession (i.e., 2008-09).  Today, things are 
different.  The credit system is very resilient and default rates are negligible.  Further, The Fed reports that the 
personal savings rate remain elevated, payroll employment is robust and average hourly earnings for all 
private-sector workers rose 5.0% y/y. Thus, the consumer is in excellent condition and preliminary numbers 
for Black Friday and Cyber Monday have been exceptional. 

 



 

 

 
 
 
 
 
 
 
 
 
 
 
 

 

POSITIVE DEVELOPMENTS 

 New orders for durable goods rose 1.0% in October +0.9% including revisions to prior months. The 
largest rise in October came from aircraft orders, which rose 7.4% following a huge 23.4% jump in 
September.  Even if we strip out the typically volatile transportation components, orders still rose a 
healthy 0.5% in October… beating what many Economists predicted as flat. 

 Turkey was proven to be “non-negotiable” as Americans refused to skip Thanksgiving turkey in favor 
of cheaper alternatives as food prices soar. Turkey is roughly 17% more expensive this year: 
Wholesale turkey prices hit $1.80 per pound in October, up more than 40 cents per pound over last 
year, according to the Department of Agriculture. My Butterball turkey, by the way, was closer to 
$3.00/lb.  I need to shop where the agriculture analysts shop! 

 New single-family home sales increased 7.5% in October to a 0.6M a/r, largely the result of a rebound 
in the South as sales snapped back after temporary disruptions related to Hurricane Ian in September. 
That said, with sales down 39.0% from the peak and 5.8% from a year ago, it does look like activity 
may be starting to stabilize as mortgage rates have come in.   

 At face value, the job market continues to look relatively strong—the economy added 261K jobs in 
October, and September's number was revised upward to 315K according to the Bureau of Labor 
Statistics. At 3.7%, the unemployment rate remains quite low, while wage growth is slowing, 
suggesting the Fed's efforts to tamp down the job market and reduce inflationary wage pressures are 
working. 

 

 

NEUTRAL DEVELOPMENTS 

 Existing home sales fell for the 9th mo. in a row in October, posting the longest streak of declines since 
records began in 1999.  Affordability is a problem coupled with the surge in mortgage rates, with 
interest rates on 30-yr fixed rate loans in the 7% neighborhood.  The good news is that mortgage 
rates have recently fallen roughly 50 basis points, which could help stabilize sales in coming months.
  

 

We also see strength in production of business equipment with output in key industrial and technology 
segments leading the way. In addition, there’s plenty of economic stimulus from fiscal efforts.  In July Congress 
passed the CHIPS Act of 2022 to strengthen U.S. semiconductor manufacturing, design, and research and the 
Infrastructure Investment and Jobs Act coupled with the Inflation Reduction Act this summer.  These bills will 
invest nearly $700B in infrastructure.   

We are of the camp that we will experience a soft landing. We appear to have a sound economic base and 
plenty of ballast to keep GDP growing.  We also believe the Fed will likely raise rates 50bps in December then 
pause and wait while they assess the lagged impact of the 2022 hikes. The markets will appreciate a tempered 
Fed come December. 

 



 

 

 

NEGATIVE DEVELOPMENTS 
 

 Housing starts continued to slow in October as relatively high mortgage rates, labor shortages, and 
some supply-chain issues continue to weigh on builders.  Further, new building permits declined 
2.4% in October to a 1.5M a/r.  Compared to a year ago, permits for single-family homes are down 
22.1% while permits for multi-unit homes are up 10.6%.  It is clear developers are becoming more 
cautious about future demand for new single-family homes.  Over the past year single-family starts 
are down 20.8% versus an impressive 17.8% increase in multi-unit starts. 

 Widespread lockdowns continue to be imposed across China as the government struggles to contain 
the country’s Covid outbreak.  This threatens to create a renewed uncertainty in global supply chains 
and hurt the prospects for world economic growth.  A sustained easing of Covid controls is unlikely 
until their government can boost vaccination rates and expand hospital capacity. 

 MarketBeat reports that some major companies have announced job cuts.  Twitter is cutting 50% of 
its workforce (about 3,700 jobs). Facebook 11,000 jobs, Snap 1,200 jobs, Shopify 1,000 jobs, Netflix 
450 jobs, Microsoft and Salesforce are each cutting 1,000 jobs. Further, Robinhood is cutting 31% of 
its workforce while Tesla announces a 10% cut. Finally, Amazon has announced a hiring freeze and 
Apple has paused almost all hiring.  While not good news, the Fed sees this as its rate hikes are 
starting to work – cooling a hot job market thus slowing heightened wage increases. 

 The Univ. of Michigan Consumer Sentiment Survey is an economic indicator that measures how 
optimistic consumers feel about their finances and the state of the economy. The sentiment fell in 
November to 56.8 and remained depressed, reflecting worries about high inflation and the rising 
odds of recession.  The Survey was 58.8 last month and one year ago, the Survey stood much higher 
at 73.6. 

 Economist, Ed Yardeni, reports that nearly 30% of the nation’s freight, when measured by weight 
and distance traveled, moves by rail, and there just isn’t enough capacity on trucks or other modes 
to move those goods if a strike takes place. That’s a possibility after 4 rail unions rejected a 
tentative deal, which included a solid pay increase yet did not meet demands for better working 
conditions. A strike could upend supply chains, boost inflation, and send the economy hurtling into 
a recession. 

 
 



 

 

THE MARKETS 
 
Two consecutive months of solid returns in the U.S. markets 
are helping to chip away at pullbacks earlier in the year. Fed 
Chair Powell relieved the markets on November 30th in his 
tempered speech at Brookings. Value stocks and dividend 
payers have helped in November as materials, financials 
and Industrials led the way. Traditional growth stocks were 
laggards as tech, consumer discretionary and 
communication services underperformed the SP500 Index.   
 
Bonds witnessed very modest declines as a little “risk on” 
sentiment poured capital out of bonds and into equities.  
The 2-10 year Treasury yield curve remains inverted which 
typically signals a recessionary period around the corner.  
We believe that any economic slowing will be modest with 
a soft landing and not hard like many economists suggest. 
 
On the International stock front, all markets were broadly 
higher as Europe and the Asian markets rallied. The 
prospects for a significant slowdown still exist in Europe but 
falling energy prices (for now) seemed to ease the markets.  
 
The Dollar, while still relatively strong, has dipped a bit in 
November. This is good news for the U.S. multinationals 
that repatriate earnings into Dollars. 

 

 
 

U.S Index Last Month (% return) YTD (%) 

S&P 500 5.4% -14.5% 

Dow Jones 5.7% -4.8% 

NASDAQ Comp 5.5% -26.7% 

Russell 2000 1.9% -16.2% 
 

 Source: https://tradingeconomics.com/stocks 
 
 
 

 



 

 

 
https://football-observatory.com/IMG/sites/b5wp/2022/wp397/en/ 

 
Info-Graph of the Month: Most Expensive Teams in the 2022 World Cup 
 
So far, the 2022 Qatar World Cup has been packed with excitement. Argentina losing to Saudi Arabia and Germany losing to Japan 
were, let’s just say, surprising. The USA making it to Round 16 was also a breath of fresh air. The World Cup can be a stage of upsets 
and underdogs clinching victories, and yet many teams have more to live up to given the star power and money they flex. 
 
The 831 players of the FIFA 2022 World Cup have a total estimated transfer value of 15B Euros (the Euro to Dollar exchange rate is 
roughly equal today). The 26 soccer players on Costa Rica’s squad are valued at 23M Euros, while England’s players value equate to 
1.5B Euros. Brazil, who have emerged favorites to win this World Cup, rank second in squad value. Jude Bellingham, England’s young 
stud, & Brazil’s Vinicius Jr are valued at 202M & 201M Euros, respectively, the highest of all world cup players. 
 
The United States team falls in the middle of the pack of countries participating, valuing its players at 365M Euros. The United States 
faces the Netherlands Saturday, December 3, in the Round of 16. Netherlands team is valued more than twice as much as the USA and 
its highest player, Frenkie de Jong, is valued more than twice that of Christian Pulisic, USA’s highest paid star. 
 
 

 



 

 

NEWS YOU CAN USE 
 

   

FTX, a crypto lender and exchange, 
filed for chapter 11 bankruptcy on 
November 11th even though it was 
seen as a “blue chip” crypto lender. A 
massive influx of withdrawals due to 
awry financial discoveries and no 
potential rescues cemented FTX’s 
financial woes. Fast forward to 
November 28th, crypto lender BlockFi 
filed for chapter 11 in the aftermath 
of FTX’s demise. BlockFi lists FTX as its 
#2 creditor. The domino of 
bankruptcies reveals the early dangers 
of crypto lending platforms and their 
interconnectedness. 
 
https://www.msn.com/en-
us/money/companies/blockfi-tells-us-
bankruptcy-court-it-is-the-antithesis-
of-ftx/ar-AA14Jvpn 
 

On November 22nd, Saudia Arabia 
stunned Argentina with a 2-1 victory, 
with many declaring it the biggest 
upset in World Cup history. There are 
48 places that separate the two teams 
in the world cup rankings with Saudia 
Arabia given just an 8.7% chance to 
win the match. The Saudi Arabia 
coach denied rumors of rewarding his 
players with 26 new Rolls-Royces for 
the victory. By the way, a new Rolls-
Royce (with air conditioning and 
power windows) go for roughly 
$350K. 
 
https://www.cnn.com/2022/11/22/fo
otball/saudi-arabia-argentina-world-
cup-upsets-spt-intl/index.html 
 

Jose Abreu, who spent nearly a 
decade with the Chicago White Sox, 
signed with the 2022 World Series 
winner Houston Astros this month. 
The three-year deal will pay him close 
to $60 million. Abreu was 2014 AL 
Rookie of the year, 2020 AL MVP, and 
three-time All-Star, and will finish his 
White Sox career as the team’s third-
leading all-time home run hitter with 
243 while ranking fifth in RBIs and 
sixth in doubles. 
 
https://www.mlb.com/news/jose-
abreu-astros-deal 
 

 

As always, if I can be of additional guidance, please feel free to call me at 312.485.6847. 

Best regards, 

 

Kim W. Suchy 

CEO | Cornerstone Asset Management Group 
5411 Commonwealth Ave; Western Springs, IL 60558 
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