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The economy doesn’t dictate your 
success - It dictates your strategy 
and how you communicate.



Three Signs of 
Weakness



The manufacturing industry came roaring 
back after the initial shock of the pandemic. 
Today, it has gone into a slump, as a result of 
rising prices and rising interest rates. A drop 
in manufacturing often occurs before the start 
of a recession, because it is evidence that 
consumers are starting to spend less.



Banks are tightening their lending standards, 
making it harder (and more expensive) for 
both consumers and businesses to get loans. 
That trend, which is a normal part of a slowing 
economy, was exacerbated by the volatility in 
the banking sector earlier this year.



An inverted yield curve—which describes 
when long-term interest rates are lower than 
short-term interest rates—has been flashing a 
recession signal since last November. The 
yield curve can invert when short-term rates 
are high (often because the Federal Reserve is 
raising rates) but investors seek safety in 
long-term bonds, pushing their prices up and 
yields down.



Three Signs of 
Strength



Consumers account for two-thirds of the US 
economy through their personal spending. 
Over the past 2 years, they have dealt with 
rising prices by scaling back their savings and 
spending what they saved during the 
pandemic. Still, they are ahead of where they 
were pre-pandemic. And that's not the only 
good news for consumers.



Workers still have a lot of power, though not 
quite as much as they did in 2022 when the 
"great resignation" was raging. The 
unemployment rate remains near a historic 
low. Jobs are still plentiful, though the number 
of openings has fallen slightly as businesses 
pare back on their hiring plan



Consumers have seen brisk income growth 
since the pandemic, but until recently, all of it 
was erased by inflation, as prices grew more 
quickly than incomes. Now that inflation has 
slowed, consumers are finally getting ahead.



GDP



Real Gross Domestic Product (GDP) In the 
second quarter of 2023, real GDP growth 
accelerated to 2.4 percent at an annual 
rate, picking up from a 2.0 percent gain in 
the first quarter.



We Expect Global Growth to Slow to 
Below-Trend Levels

These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market conditions change. Source: Investment 
Strategy Group, Goldman Sachs Global Investment Research, Bloomberg.



Slower Bank Lending to Weigh on GDP Growth

Source: Investment Strategy Group, Goldman Sachs Global Investment Research, Fed SLOOS Survey.



Inflation



The consumer price index rose 3.2% 
from a year ago in July, slightly below 
expectations. The core CPI ran at a 
12-month rate of 4.7%, also below the 
estimate. Both measures were up 
0.2% on the month.



Almost all of the monthly inflation 
increase came from shelter costs, 
which rose 0.4% and were up 7.7% 
from a year ago



Inflation over Time



We Expect Inflation to Moderate But Remain 
at Elevated Levels in 2023



Jobs



Job growth in July was less than 
expected, pointing to a slower pace in 
the U.S. economy though perhaps not 
a long-anticipated recession, the Labor 
Department reported Friday.



Inflation Risks



Interest Rates



During the latest FOMC meeting in July, 
interest rates rose by 25 basis points to 
5.25-5.50%—the 11th such hike in this 
cycle (after a brief pause in June) 
intended to slow down high inflation.



We expect last weeks rate hike to 5.25-5.5% to 
be the last of the cycle. We expect cuts to start 
in 2024 Q2, to proceed at 25bps per quarter, 
and to end with the funds rate at 3-3.25%, 
above the FOMC’s 2.5% longer run



Stock Market



We Have Raised the Probability Allocated 
to Our Good Case



The Resilience of US Economic Data Stands at Odds With 
the Muted Consensus for S&P 500 Earnings Growth



Equities Are the Most Consistent Asset 
Class in Outperforming Inflation



Recession?



ISG Recession Probabilities
ISG US Recession Probabilities Since 2012

These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market conditions change. Source: Investment 
Strategy Group. *The ISG Outlook reports in 2015 and 2016 included descriptive assessments of recession probabilities (“few signs of recession:” (2015) and “low probability” (2016)).



US Recession Risks
“One of the greatest pieces of economic 
wisdom is to know what you do not know.”

These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market conditions change. Source: Investment 
Strategy Group, GS Global Investment Research, William C. Dudley, Mark Zandi, Jason Furman



Data Supporting No Recession

Source: Investment Strategy Group, Goldman Sachs Global Investment Research



Commercial 
Real Estate



Stress in the Commercial Real Estate Market is 
Reflected in the Performance of Real Estate Assets



Geopolitical 
and Risks



Geopolitical and Other Risks



United States



Irrationality of Current State of Geopolitics



Housing 
Market Activity 

Scale



GS Housing Activity Weekly 
Scale Holds at 5

Prices back on the rise



Active Listings Down 16% YOY 



Home Sales Down 17% YOY



42% of Homes Off Market in Two Weeks



Median New Listing Price Up 2% YOY



Median Sale Price Up 2% YOY



6% of Active Listings With Price Drops



Median Listing Price Down 1% YOY



Median Time on Market Up 10 Days YOY



Mortgage 
Overview



Mortgage Purchase Applications Fell 22% YOY 



Refinancing Applications Fell 32% YOY



Total Mortgage Applications Fell 25% YOY



ARMs Accounted for 6% of Volume 
and 14% of Value



How to Talk About 
the Economy


