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Dear Readers

In the article “Recession or recessionette?” we show you which 
indicators show a weakening economy and how severe a reces-
sion could be.

Looking for advice and support on financial matters? Our invest-
ment advisors look forward to hearing from you and will be happy 
to talk to you personally.

We wish you a pleasant read.  
Your Advisory Team 
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“Recession or  
recessionette”
Economy

The majority of economists expect a recession for Europe and the United 
States in the first quarter of 2023. There is no consensus on the strength 
of the downturn, however, i.e. whether there will be a recession or just 
a “recessionette”. The chart below shows the development of the man-
ufacturing purchasing managers’ indices (PMI). From August 2021 to 
November 2022, these leading indicators have weakened from strong 
growth (dark blue) into contraction territory (light red):

This data is still pointing to a rather mild weakening of the economy. 
The US labour market continues to show hardly any signs of weakness. 
Initial jobless claims and the unemployment rate are still at historically 
low levels. The data should be interpreted cautiously, however, given 
that it depicts only a glimpse of the past and is not a leading indicator like 
the PMI. Especially in the United States – where hardly any laws govern 
layoffs – these figures may deteriorate significantly in a very short time 
during an economic downturn. Our economic indicator – which has 

Monthly manufacturing purchasing managers’ index (PMI) since July 2021

J A S O N D J F M A M J J A S O N
Global 55.4 54.1 54.1 54.2 54.2 54.3 53.2 53.7 52.9 52.3 52.3 52.2 51.1 50.3 49.8 49.4 48.8

North America USA 59.9 59.7 60.5 60.8 60.6 58.8 57.6 58.6 57.1 55.4 56.1 53.0 52.8 52.8 50.9 50.2 49.0
Canada 56.2 57.2 57.0 57.7 57.2 56.5 56.2 56.6 58.9 56.2 56.8 54.6 52.5 48.7 49.8 48.8 49.6

Europe Eurozone 62.8 61.4 58.6 58.3 58.4 58.0 58.7 58.2 56.5 55.5 54.6 52.1 49.8 49.6 48.4 46.4 47.1
Germany 65.9 62.6 58.4 57.8 57.4 57.4 59.8 58.4 56.9 54.6 54.8 52.0 49.3 49.1 47.8 45.1 46.2

UK 60.4 60.3 57.1 57.8 58.1 57.9 57.3 58.0 55.2 55.8 54.6 52.8 52.1 47.3 48.4 46.2 46.5
France 58.0 57.5 55.0 53.6 55.9 55.6 55.5 57.2 54.7 55.7 54.6 51.4 49.5 50.6 47.7 47.2 48.3

Netherlands 67.4 65.8 62.0 62.5 60.7 58.7 60.1 60.6 58.4 59.9 57.8 55.9 54.5 52.6 49.0 47.9 46.0
Italy 60.3 60.9 59.7 61.1 62.8 62.0 58.3 58.3 55.8 54.5 51.9 50.9 48.5 48.0 48.3 46.5 48.4

Spain 59.0 59.5 58.1 57.4 57.1 56.2 56.2 56.9 54.2 53.3 53.8 52.6 48.7 49.9 49.0 44.7 45.7
Switzerland 70.0 67.0 67.6 65.7 63.8 64.2 63.8 62.6 64.0 62.5 60.0 59.1 58.0 56.4 57.1 54.9 53.9

Asia and China 50.4 50.1 49.6 49.2 50.1 50.3 50.1 50.2 49.5 47.4 49.6 50.2 49.0 49.4 50.1 49.2 48.0
emerging markets Japan 53.0 52.7 51.5 53.2 54.5 54.3 55.4 52.7 54.1 53.5 53.3 52.7 52.1 51.5 50.8 50.7 49.0

South Korea 53.0 51.2 52.4 50.2 50.9 51.9 52.8 53.8 51.2 52.1 51.8 51.3 49.8 47.6 47.3 48.2 49.0
Taiwan 59.7 58.5 54.7 55.2 54.9 55.5 55.1 54.3 54.1 51.7 50.0 49.8 44.6 42.7 42.2 41.5 41.6

Australia 60.8 51.6 51.2 50.4 54.8 48.4 48.4 53.2 55.7 58.5 52.4 54.0 52.5 49.3 50.2 49.6 44.7
Brazil 56.7 53.6 54.4 51.7 49.8 49.8 47.8 49.6 52.3 51.8 54.2 54.1 54.0 51.9 51.1 50.8 44.3

Russia 47.5 46.5 49.8 51.6 51.7 51.6 51.8 48.6 44.1 48.2 50.8 50.9 50.3 51.7 52.0 50.7 53.2
India 55.3 52.3 53.7 55.9 57.6 55.5 54.0 54.9 54.0 54.7 54.6 53.9 56.4 56.2 55.1 55.3 55.7

South Africa 44.7 55.4 55.0 53.5 56.8 54.4 57.4 58.2 58.6 52.3 54.5 52.0 49.4 51.1 48.2 50.0 52.6

Source: Bloomberg and Neue Bank AG Growth Contraction

2021 2022
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been signalling a possible recession since 20 July 2022 – has fallen 
further and is now signalling a more severe economic slowdown.

Equities

US consumer prices declined for the second month in a row. Headline 
inflation fell from 7.7% to 7.1% and core inflation from 6.3% to 6.0%. 
The improved inflation data, together with signs of a weakening economy, 
have allowed the US Federal Reserve (Fed) to slow its pace of interest 
rate hikes. This hope has been the driver of stronger equity markets over 
the past two months. We are sceptical about whether the recovery will 
continue, given that a recessionary trend is usually accompanied by a 
slump in corporate earnings. During a recession, the earnings of compa-
nies in the S&P 500 have declined by 20% on average. Currently, ana-
lysts are expecting a decline of 1.6% for the fourth quarter of 2022. The 
following example shows how far off experts’ estimates can be: At the 
beginning of 2008, earnings growth of 10% to 15% was expected. But 
the financial crisis intervened, and earnings plunged 92% from Decem-
ber 2007 to June 2009. 

If there is a hard landing in 
2023, corporate earnings are 
likely to slump more than  
analysts’ estimates. 
If that is the case, it would be questionable whether we have already 
seen the bottom of the equity markets. Moreover – as the chart below 
shows – following a cycle of interest rate hikes, the equity market only 
bottomed out after the Fed started cutting interest rates again:

neutral

strongly bearish

bearish

slightly bullish

bullish

strongly bullish

Neue Bank  
traffic light
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The Neue Bank traffic light is also not signalling an all-clear for now, but 
rather remains at bearish (orange). For this reason, we are maintaining 
the partial hedging of our equity exposure.

Bonds

As the following chart shows, the last time the difference between yields 
on 10-year and 2-year US Treasuries was so clearly negative was in the 
early 1980s:
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Strongly inverted US yield curve signals recession

US recession US yield curve (10-year minus 2-year US Treasury yields)
Source: Bloomberg and Neue Bank AG
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Historically, the Fed cuts interest rates first 
before the S&P 500 bottoms out

S&P 500 low point US recession Fed US interest rates S&P 500 Index

Source: Bloomberg and Neue Bank AG



Our Opinion
December 2022

6 / 9

This means the US yield curve has become strongly inverted. In the past, 
this has always been a good indicator of an imminent contraction of the 
economy. Given the unambiguity of the signal, the bond market is now 
clearly indicating a recession. If this were to happen, yields on safe long-
term government bonds would fall significantly. For this reason, we 
increased the duration of our portfolios in the reporting month using an 
ETF on long-term government bonds with the best credit ratings.

Currencies

The US dollar was unable to break through parity against the Swiss franc 
on a sustained basis. On the contrary, the USD/CHF fell from 1.01 to 
currently just under 0.93 since the beginning of November, which cor-
responds to a loss of about 8%. Our currency indicator helps to identify 
longer-term trends. The indicator is less suitable for quick and strong 
changes in direction. For this reason, the signal for the change in direc-
tion did not come until 5 December. Consequently, we hedged part of 
our USD positions in the CHF mandates and unwound the hedge in our 
USD mandates. 

Alternative investments

Commodity price development can be used as an indication of the state of 
the economy. Rising oil prices, for example, indicate a growing economy, 
while strongly falling oil prices can be a sign of a weakening economy. 
At the beginning of June, the price of crude oil (WTI) was still over USD 
120, but it has since fallen by 38% to USD 75. Despite the oil embargo 
against Russia, the price has continued to fall. This development could 
be a further sign of a cooling economy. Conclusion: Recession or “reces-
sionette”? In our view, the indicators mentioned above tend to signal a 
more strongly weakening economy.
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30.11.2022 2021 2020 2019 2018 2017

PRIMUS-ACTIVE Income -11.92 % 8.39 % 3.05 % 11.13 % -2.51 % 3.28 %
Peergroup -12.03 % 4.51 % 3.21 % 8.81 % -5.67 % 3.44 %

1 Past performance is not an indicator of future performance and offers no guarantee of success 
in the future. The presentation of performance is gross without taking into account your indivi-
dual tax liability. The net performance is lower due to fees. You can also find Our Opinion on our 
website: www.neuebankag.li S.E.& O.

PRIMUS–ACTIVE 
With the PRIMUS-ACTIVE mandate, we offer you the opportunity to 
invest your assets according to traditional insights of well-known port-
folio theories. We place particular emphasis on broad diversification, 
both in the strategic definition of asset classes and in the selection of 
securities. We also take into account that the financial markets are 
subject to long-term cycles and trends, and we strive to use these fluc-
tuations to your advantage. The client advisors of Neue Bank AG look 
forward to showing you the special features of this asset management 
solution in a personal consultation.

Key performance indicators for PRIMUS–ACTIVE Income in EUR1
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Market data
Market data

Stock market (indexed)            EUR/CHF and USD/CHF

10-year government bond yield Precious metals (indexed)

Inflation rate Raw materials (indexed)

The price developments are shown over 5 years.
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Disclaimer
This publication is intended exclusively for your information and is not an offer for the purchase or sale of securities. It describes value based goals that we attempt to 
reach for like-minded clients. Whether we can support you in your personal financial goals depends on your individual risk appetite, your financial objectiv es as well as 
the legal constraints of the country of your domicile, in particular with respect to the financial instruments to be invested in. Therefore we recommend that you discuss 
the solution mentioned with your financial consultant and have possible tax consequences checked out by your tax accountant. The figures shown are based on actual 
performance results of the portfolio management mandate in the currency displayed. Past performance is not a reliable indicator of future performance and results. 
Future price and exchange rate fluctuations can impact on your return in your domestic currency. Performance data used in the tables is gross of fees (specification 
available from your client adviser) and do not reflect the impact of your personal taxes. The benchmark is composed of strategically weighted indices of the particular 
five asset categories liquidity, bonds, shares regional (Switzerland, Europe, USA), shares global and alternative investments. This information is given without a gua-
rantee. This brochure may not be reproduced, duplicated or passed on without the prior consent of Neue Bank AG. In case of its dissemination relevant national legisla-
tion must be adhered to.

You can 
reach us at
Neue Bank AG 
T +423 236 08 08  
F +423 236 07 35  
info@neuebankag.li


