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ECONOMIC UPDATE:
“Recession or Reframing the Economy?”
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U.S. ECONOMIC GROWTH
Q2 ‘23 real GDP was +2.1% q/q (or +2.5% y/y), driven by steady consumer and business spending. Expect +1.5% y/y growth in ‘24
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THE CONSUMER SECTOR
US consumer is still strong: Spending rose 3% y/y in Jul. ’23, backed by jobs, rising real disposable incomes, and cheaper durable goods 
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THE CONSUMER SECTOR
Core inflation is falling like a feather: It fell to 4.3% y/y in Aug. ’23, down from a peak of 6.6% y/y in Jun. ‘22, reflecting goods disinflation 
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THE HOUSING MARKET
The chaotic housing market not bottoming: Housing starts fell 15% y/y in Aug. ‘23, on peaking interest and mortgage rates and tight stocks 
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THE HOUSING MARKET
 Due to the Fed’s tightening cycle, mortgage rates have risen over to 7%, up almost 400 basis points since the start of the pandemic lockdown 
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THE LABOR MARKET
 The labor market added 187K more jobs in Aug. ’23. Jobs are 4M more than pre-pandemic levels. The jobless rate is 3.8% 
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THE LABOR MARKET
The labor market is 118% recovered. The sectors that lost the most jobs due to Covid-19, including leisure and health, are showing the biggest job gains 
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MANUFACTURING
The US manufacturing sector is in recession: Factory output fell 0.7% y/y in Aug. ’23, the fifth consecutive month of negative y/y growth 
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MANUFACTURING
Manufacturing sectors in key countries in global economy have contracted, but service sectors are expanding, due to pandemic reopening 
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AUTO SECTOR
Auto plants shut down during the pandemic. In addition to structural issues, the sector faced a severe chip shortage, lean stocks and higher prices 
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BUSINESS CAPEX
Business capex growth is expected to slow to 3% in ‘23 and 1.6% in ‘24: Software: Faster Growth; Replacement and Expansion Capex: Flattish 
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BUSINESS INVENTORIES
Not all retail inventories are the same: Core retail and pandemic sectors are destocking; autos is stocking. Supply chain bottlenecks are key factors
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THE FREIGHT RAIL SECTOR
Rail sector volume growth is a leading indicator of recessions. Q2 growth was about -6% y/y. Truck tons fell 0.8% y/y in Jun. ‘23 
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THE FREIGHT RAIL SECTOR
The rail sector cut about 14K jobs during the pandemic. It is only about 66% recovered vs. 118% in US. Hiring jumped by 6.4K y/y in Jun. ‘23
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THE FREIGHT RAIL SECTOR
Trains velocity improved on lower volume and easing supply chain congestion, but are slowing toward Peak. Terminal dwells are shorter y/y
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THE U.S. ECONOMIC OUTLOOK
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THE U.S. FREIGHT RAIL OUTLOOK
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RISKS

Downside Probability: 30%Base Case Probability: 55%
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YOURS TRULY’S HEY (HAIR) DAYS


