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THE eRESEARCH RECESSION BAROMETER 

 
We continue to revise and update our Recession Barometer, which now reflects the average of three 
different yield spreads. These are: 
 
1. 10-Year/2-Year Spread 
2. Equal-Weight Average of Three Spreads: 20-Year/10-Year; 10-Year/3Month; and 5-Year/2-Year 
3. Equal-Weight Average of Twelve Spreads: 30-year/20-year, 30-year/10-year, 20-year/10-year, 

20-year/5-year, 10-year/2-year, 10-year/3-month, 5-year/2-year, 5-year/3-month, 2-year/1-
year, 2-year/3-month, 1-year/6-month, and 1-year/3-month. 
 

The spreads from these three metrics are then averaged to derive the Reading for the Recession 
Barometer. The following table shows how these metrics have evolved since the beginning of May 
2019. 
 

 
 
 

Current Recession Barometer Reading: Week Ending June 28: 7.5x 
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Recession Forecast  

 

The following chart shows when a recession could occur for various post-inversion dates. For 
inversion, we are monitoring three yield spread ratios, a widely-followed two-maturity metric, an 
equal-weighted average of three spread readings, and an equal-weighted  average of twelve spread 
readings.  
 

Our criterion for declaring Inversion is that: (1) the Recession Barometer reading must be 10; and 
(2) two of the three Series must be inverted and one of these must be the 10-Year/2-Year Yield 
Curve.  
 
Our current “guess” is that a recession could occur 15 months post-inversion (shown in Red in the 
table below). This is a “moving target” and will change with each ensuing month. It will also change 
with changes in global economic conditions. 
 

We are mindful that a substantial number of Spreads at the short-end are inverted. However, the 
overall Recession Barometer Reading is only 7.5x and the Spreads for all three Series are still 
positive, so there seems to be no need to change our 15-month Count-Down period once our 
Inversion criterion is reached.  
 

  
 
 
Bob Weir, CFA: Contributing Analyst 
 
 
 
 
See the Disclaimer on the following page. 
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eRESEARCH DISCLAIMER 

 

eResearch is engaged solely in the provision of equity research to the investment community. eResearch provides published research 

and analysis to its Subscribers on its website (www.eresearch.com), and to the general investing public through its extensive electronic 

distribution network and through newswire agencies.  

 

With regards to distribution of its research material, eResearch makes all reasonable efforts to provide its publications, via e-mail, 

simultaneously to all of its Subscribers. 

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee arrangements, and adheres to the 

strict application of its Best Practices Guidelines. 

http://www.eresearch.ca/

