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Key Messages

& Probability of recession in 12 months at one-year lows (30%)

& Financial conditions remain solid after Fed “mid-cycle” adjustment

& Strong household finances supporting consumption

a Slight pullback in riskier business lending, but tail risks remain

a Key concerns: trade frictions, market liquidity & equity price correction

& Despite industrial recession in advanced economics, global system risks
muted
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Upside Downside

Current 2007 Crisis

Nov-19 Jul-19 Jun-19 May-19 Apr-19 Mar-19 Feb-19 Jan-19 Dec-18 -08 Jan-08  Dec-07  Nov-07 Oct-07  Sep-07  Aug-07 Jul-07 Jun-07  May-07
Risk
Credit
Leverage
Nonfinancial Leverage
S&P500 CAPE
Treasury Slope
HY Bonds/Total Bonds
HY Spread
Noncore Deposits/Assets
Loans/Depaosits
Consumer Confidence
Real YD
Real PCE
Labor Market Index
Interest Payments/YD
Consumer Credit/YD
ISM Manufacturing
ISM Nonmanufacturing
Small Business Optimism
IPI
Capacity Utilization
Business Sales
New Orders
C&I Loans
Debt/Sales
Home Sales
Affordability
HPI
Residential Construction
Nonresidential Construction
Residential Loans
CRE Loans
Inflation Pressures
Deflation Pressures
Core CPI
TIPS 5Yr Forward
Import/Exports Prices
Global Equities ex U.S.
Gold Prices
Real Oil Prices
Foreign Securities Purchases
Global Activity Index
Composite

Financial

Households

Real Estate

Source: BBVA Research and Haver




BBVA U.S. Recession Probability

TREASURY SPREAD TERM-PREMIUM ADJUSTED
%, 12M-AHEAD

1.0

0.8

0.6

0.4

0.2

0.0

83 8 89 92 95 98 01 04 O7 10 13 16 19

RISK FACTORS
PERCENTILE RANK

. Tipping Point

Wage Growth Nonbank Loans to Slope (10yr-6m) Interest Expense CAPE
GDP to Disp Inc
m Current = 3-months Ago

Source: BBVA Research

BBVA Research - U.S. Recession Risk Mon|torﬂ

RECESSION PROBABILITY FACTOR
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Recession Probability
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Credit Cycle and Recession Timing Indexes

Fed’'s “mid-cycle” easing should help to prolong the expansion
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Scenarios

Probability of recession at its lowest since November 2018
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Risk Matrix
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Financial Markets
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Households
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Businesses
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Leveraged Loans and High-Yield Bonds
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Real Estate

MORTGAGE TRANSITION RATES INTO DELINQUENCY
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Financial Sector

CORPORATE DEBT, BY TYPE OF DEBT AND HOLDER CONCERNS-POTENTIAL SHOCKS
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Prices
LABOR COSTS NONLABOR COSTS PER UNIT OF REAL GDP
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Global Conditions
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For more information

Recent economic briefs and presentations:

All things come to an end, but is the U.S. headed for recession?

Corporate debt in the twilight of the credit cycle

Just what the doctor ordered: real-time recession forecasts

Recession risk monitor January 2019

Recession risk monitor March 2019

Recession risk monitor June 2019

Recession risk monitor Auqust 2019

Contact Us:

bbvaresearch _usa@bbva.com


https://www.bbvaresearch.com/en/publicaciones/all-things-come-to-an-end-but-is-the-u-s-headed-for-recession/
https://www.bbvaresearch.com/en/publicaciones/u-s-corporate-debt-in-the-twilight-of-the-credit-cycle/
https://www.bbvaresearch.com/en/publicaciones/u-s-just-what-the-doctor-ordered-real-time-recession-forecasts/
https://www.bbvaresearch.com/wp-content/uploads/2019/01/190130_US_RecessionRiskMonitor_Jan19.pdf
https://www.bbvaresearch.com/en/publicaciones/u-s-recession-risk-monitor-march-2019/
https://www.bbvaresearch.com/en/publicaciones/u-s-recession-risk-monitor-june-2019/
https://www.bbvaresearch.com/en/publicaciones/u-s-recession-risk-monitor-august-2019/
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DISCLAIMER

This document was prepared by Banco Bilbao Vizcaya Argentaria’s (BBVA) BBVA Research U.S. on behalf of itself and its affiliated companies (each BBVA Group Company) for distribution
in the United States and the rest of the world and is provided for information purposes only. Within the US, BBVA operates primarily through its subsidiary Compass Bank. The information,
opinions, estimates and forecasts contained herein refer to the specific date and are subject to changes without notice due to market fluctuations. The information, opinions, estimates and
forecasts contained in this document have been gathered or obtained from public sources, believed to be correct by the Company concerning their accuracy, completeness, and/or
correctness. This document is not an offer to sell or a solicitation to acquire or dispose of an interest in securities.
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