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Main points

 Divergent global growth but no imminent US recession:
Incoming news points to healthy growth momentum at the 
start of the year as fading supply‐side and DM fiscal drags 
reinforces still underlying healthy private sector dynamics. 
The US projected to grow at about a 1%ar in 1H23 while 
China surges to above a 7%ar. 

 Don’t count on a soft‐landing. Inflation is declining but 
is likely to remain elevated, as labor markets remain 
tight and inflation psychology has shifted. The 
expansion will probably prove short‐lived. 

 The key parameters regarding timing, rate levels and 
depth of the next recession are difficult to tie down 
with confidence. Our bias is for a recession that comes 
later, has a higher peak policy rate and proves deeper 
than is generally expected. Assuming there is no 
immediate break, two very different recession 
scenarios for 2023‐4 stand out. 
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Global outlook scenarios

Source: J.P. Morgan Global Economics

Recession
by 3Q (15%)
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(35%)

Credit crunch: 15%
(US/global recession 
around mid-year)

Goldilocks, soft landing: 21%
(inflation falls into CB comfort zone 
w/o recession)

5% is not still enough: 34%
(Synchronised hikes, Fed above 5%; 
Global hard landing in 2024)

Slip-sliding away: 30%
(around a 5% rate and credit 
tightening tips US into recession 
late-23)
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A significant monetary tightening drag …
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…reinforced by credit tightening
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Data say: Mfg. and housing have been hit… 
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.. but the expansion remains on firm footing

-1

0

1

2

3

4

5

6

7

40

45

50

55

60

65

2011 2013 2015 2017 2019 2021 2023

DI, sa; thru April 

Global all-industry PMI and GDP

%q/q, saar; w/ 1Q & 2Q23 fcst

Source: S&P Global, J.P. Morgan

GDP

PMI



7

Inflation slide represents fading supply shocks

Global CPI
% change ar

2017-19 2020 2021 1H22 3Q22 4Q22 1H23
Headline 2.3 1.0 4.7 9.3 5.8 5.0 3.6

Energy 4.5 -6.9 26.4 40.8 -0.2 0.0 -7.2
Food 2.9 2.5 3.6 11.6 12.8 8.2 5.1
Core 2.0 1.3 3.3 5.8 5.0 4.5 4.6

Goods 0.6 0.8 4.5 5.5 4.4 2.3 2.7
Serv ices 2.3 1.2 2.6 4.9 4.9 5.1 5.4

Memo: Goods* 2.1 0.2 7.8 13.6 6.8 4.1 2.0
Source: National sources, J.P. M organ. *Energy, food and core goods. 
Core goods excludes Turkey.
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Euro area weathers energy shock …
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…and an early China reopening bounce
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US 1Q23 growth: signal and noise
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1H22 3Q22 4Q22 1Q23
GDP -1.1 3.2 2.6 1.1

Consumption 1.7 2.3 1.0 3.7
Business inv estment 4.0 6.2 4.0 0.7
Gov ernment -1.9 3.7 3.8 4.7
Housing -10.5 -27.1 -25.1 -4.2

Domestic demand (%-pt) -0.1 0.4 2.2 1.0
Net ex port contrib. (%-pt) -1.0 2.9 0.4 0.1

memo:
Employ ment 445 423 284 295

Source: BEA, J.P. M organ. Employment is monthly avg, '000s.
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US growth to slow but not break 
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View: Divergent growth; recession not imminent
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(ex China)
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Global real GDP 
% change annualized

2020 2021 2024
4Q/4Q 4Q/4Q 1H 2H 1H 2H 1H

Global (2.6) -0.7 5.0 1.1 2.7 3.2 1.7 1.9
DM (1.4) -2.8 5.3 0.8 1.6 1.1 0.5 0.4

US (1.5) -1.5 5.7 -1.1 2.9 1.0 0.0 0.0
Euro area (1.3) -4.1 4.9 3.0 0.7 1.2 1.0 0.5
Japan (0.8) -2.0 1.5 1.4 -0.5 1.4 0.2 0.6
UK (1.0) -9.8 8.9 1.1 0.1 0.9 1.1 0.2

EM (4.5) 2.4 4.5 1.5 4.2 6.0 3.4 4.1
EM ex China (3.4) -1.1 5.1 2.9 2.0 3.0 1.9 2.6

China (5.5) 6.2 3.9 0.0 6.5 9.1 4.9 5.5
India (6.0) 1.2 5.0 7.0 4.6 6.1 4.7 4.4

EMAX (3.0) -1.9 4.7 3.8 1.2 3.7 2.2 2.6
Korea (2.7) -1.1 4.5 2.8 -0.2 2.3 1.0 1.8

EMEA EM (2.5) -0.8 6.7 -1.5 2.2 2.2 1.2 3.0
CEE (3.3) -3.1 6.8 4.5 -1.0 2.2 2.6 3.1

Russia (1.5) -1.7 5.2 -11.2 4.8 1.4 1.9 2.3
Turkey  (3.8) 5.6 8.9 5.3 1.7 4.7 -3.0 5.4
South Africa (1.3) -3.4 2.2 1.6 1.1 0.8 1.2 0.7

Latam (1.9) -2.2 3.9 3.9 1.0 0.7 0.4 1.0
Mex ico (2.2) -4.0 1.1 4.6 2.7 2.7 0.4 1.4
Brazil (1.5) -0.4 2.1 4.5 0.1 1.6 -0.1 1.2

2022 2023

Source: J.P. M organ Global Economics. Pre-pandemic potential in parentheses.
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View: Inflation slide substantial but incomplete
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A recession is about retrenchment

Memo:
Global GDP

1948-49 11 -1.5 +3.0 … …
1953-54 10 -2.4 +3.6 … …
1957-58 8 -3.0 +3.0 -229 …
1960-61 10 -1.3 +1.9 -169 …
1969-70 11 -0.7 +2.6 -337 -0.3
1973-75 16 -3.1 +4.0 -369 -1.8
1980 6 -2.2 +1.5 -521 -1.1
1981-82 16 -2.5 +3.6 -829 -0.5
1990-91 8 -1.4 +2.6 -173 0.4
2001 8 -0.1 +2.4 -346 -0.1
2007-09 18 -3.8 +5.5 -432 -3.9
2020 2 -9.6 +7.5 -158 -7.4
Average 10 -2.6 +3.4 -356 -1.8
Forecast

2023/24 6 -0.1 +1.5 0 1.3
Source: J.P. M organ Global Economics. Note: Duration and Fed easing 
are calculated over recession period. GDP drop and unemployment rate is 
from peak to  trough. This typically lasts longer than the recession period 
for unemployment rate.

US macroeconomic performance in recessions
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DM household sector not vulnerable in large blocs
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US corporates still in rude health
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It matters when credit shocks hit
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Inflation drop not tracking a soft landing
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Category (share of core, %)
Sep 2022 

(%oya)
Sep 2023 fct (%oya)

Oct22-Mar23 
(%saar)

Core Goods (27.4) 6.6 -2.0 -0.6

New  v ehicles (5.2) 9.4 -3.0 4.9

Used cars and trucks (5.2) 7.2 -9.0 -20.4

Other core goods (17.0) 5.6 0.5 3.9

Core Serv ices (72.6) 6.7 5.4 6.6

Shelter (41.6) 6.6 7.5 8.7

Health insurance (1.0) 28.2 -39.0 -38.1

Airline fares (0.8) 42.9 0.0 6.2

Other core serv ices (29.3) 5.0 4.1 5.2

Core CPI 6.6 4.0 4.7

Memo: Headline CPI 8.2 3.5

Source: BLS, J.P. M organ
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The proof will lie in the stickiness of labor costs
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The rub: labor markets tight despite incomplete 
GDP recoveries

5

6

7

8

9

10

4

5

6

7

8

9

07 09 11 13 15 17 19 21 23

%; both scales

Global unemployment rate

Source: J.P. Morgan Global Economics

DM

EM

-8

-6

-4

-2

0

2

2020 2021 2022 2023

EM
ex-ChnDM

ex-US

USChina

% deviation

Real GDP relative to pre-pandemic potential

Source: J.P. Morgan Global Economics

1

2

3

4

5

6

7

2 3 4 5 6 7 8

Job openings rate, %

Beveridge curve shifts during the pandemic

Source: National sources, J.P. Morgan

Dec 2022

Unemployment rate, %

Jan 2023

Mar 2023 Start dates are Jan 2020
except Euro area (4Q19)

4Q22

US

Japan

UK
Euro
area

Jan 2023 Australia

150

155

160

165

170

175

10 12 14 16 18 20 22

Mns, population control adjusted
US labor force

Source: Haver, J.P. Morgan

Actual

Trend



21

Labor costs pressures are a broad phenomenon
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Labor market easing not likely from supply 
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The concern: Salience shifts psychology even though 
CBs are credible
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Large Fed tightenings since 1960
Size Duration Peak real rat Peak to recession

Episode (bp) (months) (%) (months)
58-59 335 17 1.9 7
67-69 527 23 5.1 4
72-73 550 12 7.0 4

74 395 5 8.0 N/A
79-80 975 11 12.7 0
80-81 1050 10 11.6 3
83-84 325 17 6.6 72
88-89 312 16 6.0 15
94-95 300 13 3.6 74
04-06 425 25 3.0 19
Now 450 12 1.1 …

Source: BEA, BLS, FRB, J.P. Morgan. Real rate deflated by 36m trailing core PCE.

The long and variable road to boil a frog
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The ill-fated search for R*
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3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 2022 2023 2024 2022 2023 2024
Gross domestic product

1. Real GDP 3.2 2.6 1.1 1.0 0.5 -0.5 -0.5 0.5 0.9 0.5 1.0 2.1 1.3 0.4
2.   Final sales 4.5 1.1 3.4 0.2 0.5 0.7 0.5 -0.3 1.3 1.2 0.8 1.3 1.8 0.6
3.     Domestic 1.5 0.7 3.2 1.4 1.0 0.1 0.0 0.8 0.9 1.4 1.4 1.7 1.5 0.9
4.       Consumer spending 2.3 1.0 3.7 1.2 1.1 0.4 0.1 0.8 1.7 1.6 1.3 2.7 1.9 0.9
5.       Business inv estment 6.2 4.0 0.7 1.4 1.4 -2.4 -2.4 1.0 4.5 0.3 2.5 3.9 2.0 0.5
6.         Equipment 10.6 -3.5 -7.3 0.0 1.0 -4.0 -4.0 1.0 3.9 -2.6 1.2 4.3 -1.6 -0.7
7.         Structures -3.6 15.8 11.2 1.0 -2.0 -10.0 -10.0 -5.0 -1.7 -0.2 -2.2 -6.6 3.4 -5.0
8.         Intellectual property  products 6.8 6.2 3.8 3.0 3.0 2.0 2.0 3.0 8.2 2.9 5.2 8.8 4.5 3.6
9.       Residential inv estment -27.1 -25.1 -4.2 -5.0 -8.0 -5.0 -4.0 0.0 -18.8 -5.6 0.5 -10.6 -13.3 -2.8

10.       Gov ernment 3.7 3.8 4.7 3.0 2.0 2.0 2.0 1.0 0.9 2.9 1.2 -0.6 3.2 1.7
11. Net ex ports ($bn, chained $2009) -1269 -1239 -1236 -1299 -1330 -1302 -1272 -1333 - - - - - -
12. Ex ports (goods and serv ices) 14.6 -3.7 4.8 -3.5 -3.3 -3.3 -3.0 -3.0 4.6 -1.4 -2.9 7.1 1.7 -3.1
13. Imports (goods and serv ices) -7.3 -5.5 2.9 4.3 1.0 -5.0 -5.0 4.5 1.5 0.7 1.9 8.1 -0.6 -0.2
14. Inv entories (ch $bn, chained $2009) 38.7 136.5 -1.6 40.0 40.6 -20.0 -72.9 -31.5 - - - - - -

Contribution to real GDP growth (% pts):
15. Domestic final sales 1.5 0.7 3.3 1.4 1.1 0.1 0.0 0.9 0.9 1.4 1.4 1.7 1.5 0.9
16. Net ex ports 2.9 0.4 0.1 -1.2 -0.6 0.6 0.6 -1.2 0.4 -0.2 -0.6 -0.3 0.3 -0.3
17. Inv entories -1.2 1.5 -2.3 0.8 0.0 -1.2 -1.0 0.8 -0.4 -0.7 0.2 0.7 -0.5 -0.2

Income and profits (NIPA basis)
18. Adjusted corp profits -0.2 -7.8 -4.0 -12.0 -14.0 -20.0 -20.0 5.0 2.6 -12.7 0.4 6.6 -6.8 -9.1
19. Real disposable personal income 3.2 5.0 8.0 1.2 -0.3 -0.1 -0.1 0.9 -1.4 2.1 1.2 -6.1 3.3 0.5
20. Nominal disposable personal income 8.7 12.2 4.3 3.0 2.2 2.1 2.5 4.3 5.4 3.3 0.2 7.2 2.8
21. Sav ing rate1 3.2 4.0 4.8 4.8 4.5 4.4 4.3 4.3 - - - 3.7 4.6 4.3

Prices and labor cost
22. Consumer price index 5.5 4.2 3.8 2.9 3.4 2.7 2.4 1.8 7.1 3.2 2.4 8.0 4.1 2.6
23. Core 6.2 5.1 5.0 4.1 3.2 2.5 2.5 2.5 6.0 3.7 2.5 6.1 4.7 2.7
26. PCE deflator 4.3 3.7 4.2 3.1 3.3 2.3 2.2 1.6 5.7 3.2 2.1 6.3 3.9 2.3
27. Core 4.7 4.4 4.9 3.6 2.8 2.2 2.2 2.1 4.8 3.4 2.1 5.0 4.1 2.3
28. GDP chain-ty pe price index 4.4 3.9 4.0 2.3 2.5 2.3 2.3 2.3 6.4 2.8 2.3 7.0 3.7 2.3
29. S&P/C-S house price index  (%oy a) 13.1 7.4 2.3 -0.3 -2.6 -5.3 -3.3 -1.3 7.4 -5.3 2.5 14.8 -1.5 -0.4
30. Employ ment Cost Index 4.8 4.5 4.7 4.0 3.8 3.6 3.2 3.2 5.1 4.0 3.3 4.9 4.4 3.4
31. Productiv ity 1.2 1.6 -2.7 0.5 1.0 0.5 0.5 1.0 -1.8 -0.2 1.1 -1.7 -0.2 0.8

Other indicators
32. Housing starts (mn units, saar)1 1.45 1.40 1.40 1.28 1.30 1.31 1.33 1.36 - - - 1.55 1.32 1.37
33. Industrial production, mfg. 0.1 -3.1 0.3 0.5 0.2 -3.0 -3.0 2.0 0.6 -0.5 0.5 2.7 -0.4 -0.6
35. Light v ehicle sales (mn units, saar)1 13.4 14.3 15.2 16.5 17.1 16.8 16.6 17.0 - - - 13.8 16.4 17.0
36. Unemploy ment rate1 3.6 3.6 3.5 3.6 3.8 4.2 4.5 4.9 - - - 3.6 3.8 4.9
37. Pay roll employ ment (ch, '000s, samr)1 423 284 295 70 -60 -125 -125 -75 - - - 399 45 0
38. Nominal GDP 7.7 6.6 5.1 3.3 3.0 1.8 1.8 2.8 7.3 3.3 3.3 9.2 5.1 2.7
39. Current account balance ($bn)1 -219 -207 -206 -211 -216 -211 -216 -236 - - - -944 -845 -940
40. % of GDP -3.4 -3.2 -3.1 -3.2 -3.2 -3.1 -3.2 -3.5 - - - -3.7 -3.2 -3.4
41. Federal budget balance ($bn)1 - - - - - - - - - - - -1375 -1480 -1575
42. % of GDP - - - - - - - - - - - -5.4 -5.5 -5.7

%q/q, saar %q4/q4 %y /y
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