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Global Macro Briefing: MT/LT hard landing recession risk remains. The worst of the growth 
and earnings slowdown still lies ahead, while inflation is persisting for longer warranting 
higher than expected cash rates ands yields. Stay  defensive. 
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Where Are We In The Cycle Location – Between Economy Slowing & Recession Phase. 
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• 5 arrows now in slow growth phase and 4 are in recession cycle phase. This tells us that weaker growth momentum is building up and recession risks 
are rising. This warns to be UW growth assets and long defensive assets, especially government bond duration. 
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Where Are We In The Monetary Policy Cycle – Rates Rise More Than Expected. Stay Up Longer. 
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• While we are getting tom the last 6mths of rate hikes in most countries, hikes should continue deep into Q2 and to higher levels than originally 
envisaged by markets and CBs. Then, they will stay there for 6-9mths. Rate cuts are most likely a H1 2024 event. 
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Where Are We In The Recession/Growth Slowdown Cycle? – Recession Coming Closer. 
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• Headline inflation has peaked (chart 1) but core inflation has not. The fed needs U/E to rise above 4.5% (chart 2) to slow inflation. Inflation has 
stalled retail sales in real terms (chart 3) suggesting slow growth. Composite business PMI’s have not yet reached a low extreme (chart 4).



AFSL 298398 ACN 116185132   info@antipodeancapital.com   Tel +61 422 907465   Copyright Antipodean Capital All Rights Reserved

What Are Markets Doing? Yields Still Rising, Stocks Completing Bear Market Rally Phase
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• Global bond yields have not stopped rising yet (chart 1) we expect them to move higher as cash rates also rise further yet. This will drag on stocks 
(chart 2) as the S&P dividend yield of 1.5% is dwarfed by a 4.25% 10yr yield. AUD has risen on China re-opening & now is settling down (chart 3).
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• While PE ratio’s have fallen from 23x to 19x in the US & 19x to 15x on the ASX, earnings are only now falling. In recessions they normally do, by -
10/-20%, so this could drive stocks a further -20-30% lower from here. The decline so far for a recession cycle looks too short (chart 1), 2% 
positive real 2yr yields imply sub 3000 S&P (chart 2). The 2008 cycle is instructive (chart 3) and the VIX has not yet had a blow off peak (chart 4). 

Have Stocks Fallen Enough? Or Do They Have Further To Fall? Probably Further To Fall.
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• Inflation ALWAYS brings rate hikes, rate hikes ALWAYS produce slowing GDP growth, rising U/E and recessions. The thing to remember is there is a 12-
18-24mth lag from rate hikes to recession and slowing growth. It takes time to happen. Don’t be fooled by a 2 quarter long equity rally, the recession 
is still coming. 

What Is The Chance We Can Avoid Recession? Ummm….Not Good. Stay Defensive.
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LT US Recession Matrix

ST US Recession Matrix

Stocks Technical Indicator

Stock Valuations (P/E, P/B, Market 
cap/GDP) 

Yield curve location

US Profit Growth in QoQ terms

AU Recession Matrix

AU profits, valuations

Cycle Low 

No risk - 1

Cheap

Cheap

Falling from 250bps

Rising

Cycle Low

Rising/Cheap

Mid cycle

Rising Risk

Neutral - 2

Neutral

Sub +25bps 

Steady - 2

Mid Cycle

Neutral

Cycle High - 3

High Risk

Expensive

Expensive - 3

Rising from zero or 
below - 3

Negative 

Cycle High - 3

Falling/Expensive - 3

All 22 macro data extremes we follow are at multi decade extremes

No rapid weakening in US lagging indicators like U/E, yet anyway

US equities retraced from their highs, and thus are mid range or neutral

P/E back at 18x Fwd, 23x trailing, market cap to GDP 149%

3mth-10yr inverted to -45bps, 2-10 yr to -7bps, both now positive & rising, typically 
this is Growth asset negative, but we will see

Q1 2019 EPS +1%, Q2 +1%, Q3 -2%. Flatlining or steady.

Our AU Recession Matrix peaked in mid 2018 with 12 of 15 indicators at cycle high 
extremes. 

ASX profits are falling again (-2%) and Valuations at 17x expensive (defined >15x, 
ave 13.5x, cheap <11x)


