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To Be or Not To Be (A Recession): 

That Is The Question  

Niels Bohr, the Nobel laureate in Physics and father of the atomic model, is quoted as saying, “Prediction 

is very difficult, especially if it’s about the future!” With that said, the big discussion among economists 

and market prognosticators alike is whether inflation will keep barreling ahead, an overcorrection will 

push us into recession, or a happy medium can be found. Although no one knows for certain, we can 

look at current conditions to conclude what’s more or less likely to happen.  

Some assert that we are already in a seventies-style stagflationary recession, while others believe the 

economy is simply working through growing pains that will resolve themselves soon. In fact, our own 

Fed Chair, Jerome Powell, has recently shifted from an opinion that inflation is temporary to a belief that 

inflation is a long-duration concern that requires the Central Bank’s action to dampen consumer demand.  

Here is a chart of the markets, inflation, and recessions since the Great Depression (shaded bars 

represent recessions). 

 

This is especially important for investors because, if inflation settles down and central banks slow their 

assault on economic growth, it is likely the market correction we are experiencing will end and markets 

will be able to make progress again.  

If, however, inflation has staying power (as Jerome Powell now believes), and global central banks 

continue in their efforts to slow economic activity, we may tip into recession. At that point it would be 

reasonable to expect equity markets to move lower while bond markets move higher.  
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According to S&P Capital IQ, the average bear market since 1929 has lasted about a year and a half 

(we are about seven months into the current correction) and peak to trough declines measured about 

40%. Following those events, it took nearly 3.5 years for markets to get back to pre-correction levels. 

That is a total of five years, which is an important consideration in why and how HCM structures our 

HCM Safety-Net™ protection.  

A dispassionate review of the charts above shows us that: 

• Bouts of inflation are normal.  

• Recessions are part of the self-correcting economic cycle. 

• Markets go up and down over shorter time horizons but rise over the long-term due to economic 

growth and the forces of inflation. 

Based on these facts, what should (or shouldn’t) we be doing now? 

Remember Our Purpose 

Our purpose for investing and living with market cycles is to build and maintain a lifetime of financial 

independence and provide a legacy for the people and causes we care about (not to beat an index). We 

need to ask ourselves: if the stocks fall further and stay down for a few years, will our lives change for 

financial reasons? Hopefully the answer is no; if not, we adjust our plans so that we can answer “no” 

soon.   

Don’t Overreact 

The science of behavioral finance warns us that human nature makes us susceptible to being swept 

away by a herd mentality at both market tops and bottoms. It is this extreme crowd movement that often 

creates market turning points. Modest tactical adjustments contrary to the crowd at points of extreme 

sentiment can be useful risk management steps.   

HCM made this type of tactical adjustment earlier this year with a reallocation of asset classes and an 

equity risk reduction. This resulted in an increase in our cash holdings from February until late June 

when negative sentiment reached extreme levels and this cash was reinvested. Whether this action 

ultimately results in a trade or is the beginning of a long-term reinvestment process will depend on how 

recessionary forces evolve.  

Invitation to Contact Your HCM Advisor   

We want to hear from you. If you have experienced any changes in your life that may impact your 

financial situation, be sure to let us know. It’s always best to schedule regular conversations to keep 

your tax, financial, and investment planning objectives current.   

Also, consider us a resource for anyone you care about who might benefit from the type of services we 

offer. We will do everything we can to assist, no strings attached. 

As always, we appreciate the opportunity to work with you, and we thank you for your confidence and 

loyalty.  

Sincerely,   

 

Michael T. Hengehold, CPA/PFS MST RICP®   

P.S. Please look for announcements regarding HCM’s Monthly Town Hall Live Webinars in your email 

inbox.  


