
Predicting the Markets:
Chapter 5 Charts:

Predicting Business Cycles
Yardeni Research, Inc.

February 25, 2018

Dr. Edward Yardeni
Chief Investment Strategist

Mali Quintana
Senior Economist

info@yardenibook.com

Please visit our sites at
www.yardeni.com
blog.yardeni.com

thinking outside the box



Table Of Contents Table Of ContentsTable Of Contents

February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.

Predicting Business Cycles 1-27



48 50 52 54 56 58 60 62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
1.5

3.5

5.5

7.5

9.5

11.5

13.5

15.5

17.5
19.5

1.5

3.5

5.5

7.5

9.5

11.5

13.5

15.5

17.5
19.5

REAL GDP
(trillion 2009 dollars, saar, ratio scale)

Q4

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
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Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.
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* Using after-tax corporate profits reported to IRS. Excluding Inventory Valuation Adjustment and Capital Consumption Adjustment.
Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Economic Analysis.
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Figure 22.
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* After-tax tax profits reported to IRS (excluding Inventory Valuation Adjustment and Capital Consumption Adjustment).

Source: Bureau of Economic Analysis.
Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
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Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
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* After-tax profits reported to IRS (excluding Inventory Valuation Adjustment and Capital Consumption Adjustment).
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Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
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** Production & nonsupervisory employees.

yardeni.com

Figure 28.

88 89 90 91 92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20
-40

-30

-20

-10

0

10

20

30

40

-40

-30

-20

-10

0

10

20

30

40

Q4

Feb

S&P 500 FORWARD EARNINGS & REAL CAPITAL SPENDING
(yearly percent change)

Real Capital Spending**
Forward Earnings*

** Nonresidential fixed investment in real GDP.
* Time-weighted average of consensus operating earnings estimates for current and next year. Monthly through March 1994, weekly thereafter.

Source: Bureau of Economic Analysis and Thomson Reuters I/B/E/S.

yardeni.com

Figure 29.

Predicting Business Cycles

Page 15 / February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.



59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21
25

35

45

55

65

75

85

95

105

115

125

25

35

45

55

65

75

85

95

105

115

125

68 Months
1/08-10/1333 Months

2/01-11/03

23 Months
7/90-6/92

25 Months
8/81-9/83

32 Months
11/73-7/76

19 Months
10/69-5/71

30 Months
5/71-11/73

61 Months
7/76-8/81

82 Months
9/83-7/90

104 Months
6/92-2/01

50 Months
11/03-1/08

Jan

COINCIDENT ECONOMIC INDICATORS: RECOVERIES & EXPANSIONS*
(2016=100, sa, ratio scale)

* Red horizontal lines span cyclical peaks through subsequent cyclical recoveries. Green horizontal lines are expansion periods following recoveries.
Source: Conference Board, Haver Analytics, and YRI calculations.

yard
en

i.com

Figure 30.

47 49 51 53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21 23
1000

3000

5000

7000

9000

11000

13000

15000

1000

3000

5000

7000

9000

11000

13000

15000

PERSONAL CONSUMPTION EXPENDITURES IN REAL GDP: TOTAL
(billion 2009 dollars, saar, ratio scale) Q4

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Economic Analysis.

yardeni.com

Figure 31.

Predicting Business Cycles

Page 16 / February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.



47 49 51 53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21 23
40

260

480

700

920

1140

1360
1580
1800
2020

40

260

480

700

920

1140

1360
1580
1800
2020

PERSONAL CONSUMPTION EXPENDITURES IN REAL GDP: DURABLE GOODS
(billion 2009 dollars, saar ratio scale)

Q4

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Economic Analysis.

yardeni.com

Figure 32.

68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
1

301

601

901

1201

1501

1801

1

301

601

901

1201

1501

1801

CONSUMER CREDIT
(billion dollars outstanding, nsa)

Q3

Q3

Q3

Credit Card Loans
Auto Loans
Student Loans

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.

yardeni.com

Figure 33.

Predicting Business Cycles

Page 17 / February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.



59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21
.3

.5

.7

.9

1.1

1.3

1.5

1.7

1.9

2.1

2.3

2.5

2.7

2.9

.3

.5

.7

.9

1.1

1.3

1.5

1.7

1.9

2.1

2.3

2.5

2.7

2.9

HOUSING STARTS
(million units, saar)

Jan

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Census Bureau.

yardeni.com

Figure 34.

48 50 52 54 56 58 60 62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
100

200

300

400

500

600

700

800

900

1000

100

200

300

400

500

600

700

800

900

1000

PRIVATE RESIDENTIAL INVESTMENT IN REAL GDP
(billion 2009 dollars, saar, ratio scale)

Q4

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Economic Analysis.

yardeni.com

Figure 35.

Predicting Business Cycles

Page 18 / February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.



48 50 52 54 56 58 60 62 64 66 68 70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
2

4

6

8

10

12

2

4

6

8

10

12

UNEMPLOYMENT RATE
(percent, sa)

Jan

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Labor Statistics.

yardeni.com

Figure 36.

47 49 51 53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19 21
.1

.6

1.1

1.6

2.1

2.6

.1

.6

1.1

1.6

2.1

2.6

PRIVATE NONRESIDENTIAL FIXED INVESTMENT IN REAL GDP
(trillion 2009 dollars, saar, ratio scale)

Q4

Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Bureau of Economic Analysis.

yardeni.com

Figure 37.

Predicting Business Cycles

Page 19 / February 25, 2018 /  Chapter 5 Charts: Predicting Business Cycles 
www.yardeni.com

Yardeni Research, Inc.



80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22
1.3

1.4

1.5

1.6

1.7

1.3

1.4

1.5

1.6

1.7

REAL BUSINESS INVENTORIES-TO-SALES RATIO

Nov

Source: Census Bureau.
Note: Shaded areas denote recessions according to the National Bureau of Economic Research.

yardeni.com

Figure 38.
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Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.
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Note: Shaded areas denote recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.
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