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The Year of the Horse … Breaking Out of the Gates 
 
On February 27, the BSAS welcomed David Rosenberg, Chief Economist & Strategist at Gluskin Sheff + Associates 
Inc. in Toronto.  His reputation as one of the most accurate economic forecasters preceded him, and the event was 
sold out.  Below are several highlights from his presentation:  
 

• No Recession on the Horizon: The US economy is not going into a recession soon. How do we know? 
Because both the Conference Board LEI and Yield Curve tell us so. The year-over-year percent change in 
LEI and yield spread between the 10-year T-note and 3-month T-bill are the best leading indicators of the 
economy, and neither is close to negative territory.  

• The U.S. Consumer Still Rules the Roost: The U.S. Consumer accounts for 15% of global GDP and would 
be the 2nd largest economy (after the US) if it were its own country. This is why the U.S consumer matters 
and drives global GDP growth.  Many countries have a greater than 50% correlation to the U.S. consumer. 

• Lower Debt in Economy: Both household and federal balance sheets have been in repair mode since the 
2008-2009 crisis. Household debt ratios and fiscal deficit to GDP ratios have decreased significantly since 
the crisis. 

• Unemployment is Down, but Not Only for the Right Reason: Unemployment rate is down but not only 
because more people found jobs.  A record number of Americans have left the labor force.  More than 90 
million people out of 240 million people of working age (over 37%) do not work and are not looking for jobs. 
Despite what the Fed hopes, this number might prove structurally difficult to improve. The 90-million number 
does not include 10 million unemployed Americans, who are looking for jobs. 

• Potential Capital Spending Boost: Private capital stock is the oldest since 1958, as businesses have not 
been spending enough. Potential capital spending could boost the economy. Companies have the ability 
to spend as they have high levels of cash and other liquid assets on their balance sheets. However, their 
willingness to spend has been negatively affected by the burden of government regulations. According to 
a survey by the National Federation of Independent Business, the 20-year high number of businesses 
(almost 25%) considered government regulations as their top problem in 2013.  

• Potential Inflation Increase: Inflation is likely to increase as people in the Fed, such as the former 
Chairman Ben Bernanke and his allies, consider that the US economy needs more of it [in order to avoid 
deflation].   

• Expected Returns: David Rosenberg forecasted that the S&P 500 returns are likely to be in the 5-7% range 
as the economy continues to expand and the Fed is easing.  

• Well-Positioned Sectors: Equities of companies in the following sectors that perform relatively well during 
periods when inflation increases: Canadian equities (“hard asset” play), banks, insurance companies, 
cable/media, oil & gas, industrial conglomerates/machinery, roads & railroads, basic materials, health 
care and technology.    

 


