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The Investment Strategy & Research team of Hilliard Lyons, A Baird Company, supports you and your Wealth Advisor 

with investment guidance to help you separate meaningful news from idle noise via timely market commentary. 

 

Considering US Recession Odds Via the Australian Economic Expansion 

A common refrain picking up steam is that the United States is due for a recession. With yield curves inverted 

and trade war concerns abundant, we are not surprised to see investor interest in recessions skyrocket 

alongside increasing predictions of economic contraction. Further, the simple length of this expansion (now 

the longest ever) has many anxious about its end. 

But why? After growing 2.6% in the first half of the year, US GDP is now projected to come in above cycle 

average for 2019. The US consumer, who comprises ~70% of GDP, could be argued to be in as strong a 

position as they’ve been since the crisis. Savings rates are high, wages are growing, debt-service is 

reasonable, mortgages are cheap, and unemployment is historically low (among other items). Further, the 

Fed recently began a policy of easing despite the above data. Perhaps a recession is not inevitable after all. 

In fact, that is exactly the question we pose with today’s Chart, which plots 25 years of quarterly Australian 

GDP growth. Notably, this chart does not display a recession. And while not a perfect proxy for the US, 

Australia is one of the largest non-EU, developed economies on earth. Though more export-driven than the 

US, both countries are consumer-led economies with established institutions and stable currencies.  

With mixed-to-strong domestic data, we think a period of slowing, but positive, economic growth (ala 

Australia) is likely. Yet mainly, we present this chart not as a guarantee that the US won’t dip into 

a recession in the coming year(s), but as an argument against the notion that we HAVE to. 

PLEASE SEE IMPORTANT DISCLOSURES ON PAGE 2  

https://www.washingtonpost.com/business/2019/09/06/is-another-recession-horizon-google-search-data-has-some-clues/
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S&P 500 – index comprised of ~500 large-cap US equities listed on the NYSE or NASDAQ (price return). 

Russell 2000 Index – index comprised of ~2000 small-cap US companies (price return). 

MSCI EAFE – index comprised of large and mid-cap securities across 21 developed markets, including countries in 

Europe, Australasia and the Far East (price return).  This index does not include US or Canadian companies. 

MSCI EM - index comprised of large and mid-cap securities across 24 emerging markets (price return). 

Bclys US Agg – (Bloomberg Barclays US Aggregate Total Return Bond Index, Unhedged) total return bond index 

comprised of taxable, dollar-denominated debt. 

Oil--WTI – represents West Texas Intermediate Crude Oil, a grade of light crude oil used as the underlying 

commodity in many indices and futures contracts. 

Oil--Brent – represents Brent Crude Oil, a grade of light crude from the North Sea used as a global benchmark price. 

IG Spread – (Investment Grade Spread) represents the yield difference between an index of investment-grade rated 

bonds and a spot Treasury bond curve – a wider spread implies increased credit risk. 

HY Spread – (High Yield Spread) represents the yield difference between an index of below investment-grade rated 

bonds and a spot Treasury bond curve – a wider spread implies increased credit risk. 

 

 

Each client’s investment needs, risk tolerance, and goals are different. This newsletter is not meant to be advice for 

any specific investor. Nothing in it should be construed as an offer to sell, or a solicitation of an offer to buy, any 

securities. This should not be used as the sole basis for an investment decision. Any opinions or estimates are subject 

to change without notice. For information about how any of this information applies to your personal financial 

situation, please contact your Wealth Advisor. 

Past performance is not a guarantee of future results.  

 
Although the information provided to you in this newsletter was obtained or compiled from sources that we 
believe are reliable, J.J.B. Hilliard, W.L. Lyons, LLC, A Baird Company, cannot, and does not, guarantee that the 
information or data is accurate, timely, valid, or complete. 

 
All investing involves risk, including the possible loss of principal. You should carefully consider 
investment objectives, risks, charges, and expenses of any investment before investing. Diversi-
fication and asset allocation do not guarantee a profit or guarantee against a loss. Note: It is not 

possible to invest directly in an index. 
 
Stock markets, especially foreign markets, are volatile and can decline significantly in response to adverse issuer, 

political, regulatory, market or economic developments. The bond market is also volatile, and fixed income securities 

carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This effect can be more 

pronounced for longer-term securities.) Fixed income securities also carry inflation risk, liquidity risk, call risk, and 

credit and default risks. 
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