
The six horsemen of global 
recession



Agenda: Markets are no longer expensive… Is it time to buy?

● Valuation overview

● Global tightening, fiscal and monetary

● European economy, the war and energy

● Chinese economy, the property bust and COVID

● US economy and the Fed

● Implications for markets



Valuation 101
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Valuation Exuberance or Prescience?



Prescient on Earnings, not so much on Price change



Analyst revisions no longer a tailwind, will they become a headwind?



Prescient on Earnings, not so much on Price change

Change in Price =

+/- Growth expected in earnings from the first year to the second year

+/- Revisions in growth expectations from the first year to the second year

+/- Earnings surprise as first-year earnings go from a forecast to an actual

+/- Change in valuation multiple



Price change decomposition: year to 30 April



Price change decomposition: year to 30 April



Fiscal and Monetary tightening globally

● Global financial conditions already choking

● $3tr in fiscal retrenchment

● Uber-hawkish Fed to hike by 50bps repeatedly



Fiscal and Monetary tightening globally
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War and energy in Europe

● Gas price surge hits consumers and business

● Russian still choking supply, adjustment to take 
time

● Confidence collapse in households and business

● Fiscal will lag, ECB worried about inflation



Property bust and COVID in China

● Chinese domestic demand slumping

● Property bust worse than expected. OMICRON affecting 33% of economy

● Three red lines has fiscal and monetary policy “pushing on a string”

● Next shoe to drop is exports, main source of growth



US economy and the Fed

● Very hawkish Fed

● Market pricing 9 rate hikes, many 50bps 

● Mortgage rate shock already

● Liquidity for stocks to dry up. Credit event?

● Demand crunch and goods normalisation flow out to weak China and Europe



The Spanish Flu analogy



Agenda: Implications for markets

● Inverted yield curve signalling recession

● Stocks very expensive given declining earnings prospects

● Inflation has lowered level of Fed “put” and needs a commodities bust

● DXY bull market to make it worse. AUD to continue falling

● Eventual capitulation of stocks







Is it a buying opportunity or are we too conservative?



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

Find us on all major (and minor) podcast platforms:

Have a guest or topic suggestion for the 
show? 

Leave a comment on YouTube

Facebook.com/nucleuswealth

Linkedin.com/company/nucleuswealth

Instagram.com/nucleus_wealth

Twitter.com/nucleuswealth

Social media:

https://www.facebook.com/NucleusWealth/
http://linkedin.com/company/nucleuswealth
http://instagram.com/nucleus_wealth
http://twitter.com/nucleuswealth

