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Jim Puplava – January 12, 2023 

If you would like to receive my Special Report “The Coming Secular Bear Market”, send an 
email to: JimWelshMacro@gmail.com I’ll also send you a recent Weekly Technical Review 
and the January 2023 Macro Tides. 
 

Economy – Will there be a Recession in 2023? 

Three reliable indicators suggest a recession is likely in 2023.  

1) Yield curve Inversion (shaded area on top 2 charts represent recessionary periods)  

A yield curve inversion develops when the 10-year Treasury yield drops below the 3 

month T-bill rate. Prior inversions are highlighted in red. 

2) Leading Economic Indicators (LEI) – Down 9 consecutive months which has always 

been followed by a recession. 

3) Bank Lending standards – Fed increases cost of money, and banks limit availability of 

money as they deny loan requests. In the third quarter, Lending Standards increased 

to a level that has always presaged a recession. (Chart top of pg.2) 
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Inflation- Can inflation come down without a recession? 

Inflation has experience the largest declines when the economy experienced a recession. The Federal 

Reserve wants to bring inflation down to its 2.0% target. History suggests the Unemployment Rate is 

likely to increase above 5.0% in 2023 or 2024.  

Since World War II a recession has occurred after a 0.5% increase in the Unemployment Rate. The 

Unemployment Rate bottomed in July 2022 at 3.5%, so an increase to 4.1% would almost guarantee a 

recession. The FOMC thinks the 

Unemployment Rate will increase to 4.6% in 

2023 and 2024. The FOMC’s outlook could 

prove optimistic and certainly doesn’t jive with 

history, especially when inflation has been far 

above the FOMC’s inflation target of 2.0%. The 

last time inflation was as high as it was in 2022 

was in 1973-1975 and 1979-1982. From its 

trough in 1973 and 1979, the Unemployment Rate rose by 4.4% and 5.2% respectively. In the 10 cycles 

since 1953 the average increase in the Unemployment Rate was 3.6%. The smallest increase was 2.1% in 

2000, when inflation was just 3.8%. Inflation won’t fall to near 2.0% without a larger increase in the 

Unemployment Rate than projected by the FOMC in 2023 or 2024. 

 
Shaded vertical bars represent periods of recession. 

Unemployment Rate History

U E Low U E High % Increase CPI at Low

Date Rate Rate Increase From low UR U E Rate
June-53 2.5% September-54 6.1% 3.6% 144.0% 0.8%

March-57 3.7% July-58 7.5% 3.8% 102.7% 3.3%

February-60 4.8% June-61 7.1% 2.3% 47.9% 1.4%

May-69 3.4% December-70 6.1% 2.7% 79.4% 5.5%

October-73 4.6% May-75 9.0% 4.4% 95.7% 8.1%

May-79 5.6% November-82 10.8% 5.2% 92.9% 10.7%

March-89 5.0% June-92 7.8% 2.8% 56.0% 4.9%

April-00 3.8% April-02 5.9% 2.1% 55.3% 3.0%

May-07 4.4% October-09 10.0% 5.6% 127.3% 2.7%

July-22 3.5% July-22 9.1%

10 cycle Avg. 4.1% 9 cycle Avg 7.8% 3.6% 89.0% 5.0%
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S&P 500 – How far might the S&P 500 drop if a recession occurs? 

During a Bear market investors need to shift a portion of their assets from a Buy and Hold 

investment allocation to a Tactical approach. A Tactical approach attempts to avoid the declines 

during a Bear market to preserve capital, and attempts to take advantage of the strong rallies 

that occur. The chart below shows the recommendations I made to subscribers in the Weekly 

Technical Review (WTR) during 2022. 

The declines during 2022 were in proportion to the rally that lifted the S&P 500 from the low of 

2,192 in March 2020 to 4,818 in January 2022. The 38.2% correction of the 2,626 point rally 

targeted a low at 3,815. In May the S&P 500 declined to 3,810 and to 3,637 in June, before 

rallying 18.9% to 4,325 in August. The 50% retracement of the 2,626 point rally suggested a low 

at 3,505 was possible. In October the S&P 500 recorded a low of 3,492 and has been trending 

higher ever since. If a recession develops in 2023 as seems likely, the S&P 500 could drop to the 

61.8% retracement of the 2,626 point rally and decline to 3,195. 

The specifics of the Tactical advice I provided in 2022 is detailed below the S&P 500 chart. 
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Tactical Strategy 

The cornerstone of my Tactical Strategy is the intersection of Economic Fundamentals, Monetary Policy, 

and Technical Analysis. Combining fundamental and technical analysis has helped me implement an 

effective Tactical Strategy. This combination was particularly effective in 2022. 

Below is a recap of the Tactical Investment Advice I provided primarily in the Weekly Technical Review.  

As you read this, you can reference the above chart to match the comments and price levels of the S&P 

500 at the turning points cited. 

Tactical Investment Advice in 2022 

In the December 2021 Macro Tides a decline of more than 10% was expected in the first 
quarter of 2022, as the FOMC 
became less accommodative 
and the 20 year cycle timed 
another important trading low. 
“The stock market could be 
vulnerable to a correction of -
10% or more in the first quarter 
if markets expect the FOMC to 
move more aggressively in the 
first half of 2022. The stock 
market has experienced a large 
decline every 20 years going 
back to 1903. The next 
resolution is due in 2022 so being aware of this cycle is necessary. The smallest decline was -
28.0% in 1962 with 4 of the cycle bottoms occurring after the S&P 500 had fallen by more than 
-34.0%. A decline of this magnitude is not expected but makes a correction of 10% or more 
seem probable.” 
 
In the January 24 WTR investors were advised to add to equity exposure if the S&P 500 traded 
below 4150 which it did on February 24. In the April 4 WTR investors were advised to lower 
equity exposure as the S&P 500 was trading near 4600. On April 22 the daily Major Trend 
Indicator closed back below its red MA, confirming a bear market. This increased the odds that 
the S&P 500 would trend down to 3850 which it did on May 20.  
 
In the May 20 WTR Special Update investors were advised to add to exposure on May 24 in 
anticipation of a rally to 4150 – 4200 for the S&P 500 and 1850 – 1870 for the Russell 2000. The 
S&P 500 traded down to 3875 on May 24 and the Russell fell to 1731.  The S&P 500 traded up 
to 4178 on June 2. In the June 6 WTR investors were told to sell a portion of the Russell 2000 
above 1903 (traded up to 1920 on June 7), and if the S&P 500 traded above 4200. The S&P 500 
failed to rally above 4200, but triggered the stop at 4076 on June 9. 
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In the June 22 WTR I noted that the market was oversold and a rally to 3850 – 3900 was expected. The 

S&P 500 rallied from 3765 on June 21 to 3946 on June 28. In the July 5 WTR the expectation was that 

the S&P 500 was likely to rall y above 4000 in Wave C of an A-B-C rally from the mid June low. The S&P 

500 traded up to 4012 on July 21. In the August 8 WTR a breakout in the Nasdaq 100 (QQQ) was 

expected to lift the S&P 500 to 4300.  

The S&P 500 was expected to really on the July CPI report on August 10 and then reach an important 

high, which was discussed at length in the August 15 and August 22 WTR’s. In the August 15 WTR I 

discussed why it made sense to lower exposure with the S&P 500 trading above 4300. The S&P 500 

rallied to 4325 on August 16 before reversing lower.  

In the September 19 Weekly Technical Review a decline to the June low was expected after any bounce 

in response to Chair Powell comments after the September 21 FOMC meeting.  “Unless Chair Powell 

throws the market a glimmer of hope, the FOMC projections and Dot Plot could hurt, as the FOMC lowers 

the estimate for GDP growth, increases its estimate for Unemployment and inflation, and indicates that 

the Fed Funds rate is going higher for longer.”  The S&P 500 could rally to 4150 – 4200 in the next few 

weeks. Once this rally is complete, a decline to the June low of 3637 is expected.” The S&P 500 fell to 

3586 on September 30. 

In the October 13 WTR Special Update, the S&P 500 was expected to pullback to 3580 after rallying to 

3712. The S&P 500 declined to 3580 on October 14. In the October 17 WTR the S&P 500 was expected 

to rally above 3807, which it did on October 24. In the October 31 WTR, investors were advised to raise 

cash with the S&P 500 trading near 3900, in anticipation of a decline to 3698. Another buying 

opportunity was expected after the S&P 500 declined in response to a hawkish message from Chair 

Powell on November 2. The S&P 500 bottomed at 3698 and then rallied. In the November 14 WTR 

investors were advised to lighten up if the S&P 500 traded above 4009. On November 15 the S&P 500 

jumped to 4028 before dropping to 3906 on November 17. In the November 21 WTR I noted that the 

period just before Thanksgiving is usually a favorable seasonal window that lifts the market. The S&P 

500 was expected to rally above 4028 which it did on November 23. Investors were advised to Lighten 

Up if the S&P 500 traded above 4100 which it did after the good November CPI report on December 13. 

 

Jim Welsh 

MacroTides.com 
Linked In Jim Welsh - Twitter @JimWelshMacro 
jimwelshmacro@gmail.com 
 

 

 


