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Mark Twain is quoted as saying, “History doesn’t repeat itself, but it often rhymes.” This can be applied
to the business cycle as well. While each cycle is driven by different emerging technologies, themes &
narratives, there is generally an underlying fundamental driver that remains consistent, hence cycle. We
find that cycles are driven by the changes in the cost of money (increase/decrease of interest rates). The
chart below comes from Piper Sandler’s Macro Research team and is an excellent visualization of how
higher rates work their way through the economy. Using this framework, we can start to understand
where we are in the business cycle and what may lay ahead.

*Housing—> The first part of the economy to get hit as higher mortgage rates make homes less
affordable. Rates tend to lead houses by roughly 2 Quarters.

*Orders> A slowdown in housing tends to lead to a slowdown in PMI data. Housing tends to lead PMI
trends by roughly 4 Quarters.

*Profits—> A slowdown in housing & PMI data often leads to a slowdown in corporate profits. Once PMI
data softens, profits tend to follow by roughly 2 Quarters.

*Employment—-> Employment is the last part of the economy to respond to higher rates. Once profits
start to deteriorate, employment tends to follow by roughly 2 Quarters.
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STUDY DONE TO ILLUSTRATE THE TIMING OF WHEN KEY ECONOMIC DATA POINTS SLOW DOWN AFTER A FED TIGHTEMING CYCLE. HEAT
MAP SHOWS THE RESULTS OF CORRELATION ANALYSIS BETWEEN CHANGE IN FED TIGHTENING CYCLE AND PEAKS IN DATA. 1

Source: Piper Sandler Macro Research

Securities offered through LPL Financial, member FINRA/SIPC. Investment advice offered through Stratos Wealth
Partners, a registered investment advisor. Stratos Wealth Partners and Twenty Four Wealth are separate entities
from LPL Financial.

Content in this material is for general information only and not intended to provide specific advice or
recommendations for any individual. All performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and many not be invested into directly.



Content in this material is for general information only and not intended to provide specific advice or
recommendations for any individual. All performance referenced is historical and is no guarantee of
future results. All indices are unmanaged and many not be invested into directly.

Securities offered through LPL Financial, member FINRA/SIPC. Investment advice offered through Stratos Wealth
Partners, a registered investment advisor. Stratos Wealth Partners and Twenty Four Wealth are separate entities
from LPL Financial.

Content in this material is for general information only and not intended to provide specific advice or
recommendations for any individual. All performance referenced is historical and is no guarantee of future results.
All indices are unmanaged and many not be invested into directly.



