
Last Time was Different
About one-third of the current labor force has experienced only one recession: the 
2008 financial crisis. That, combined with recency bias, appears to be making people 
exceptionally nervous about the next recession. Following December’s stock market 
plunge, Fed rate cut forecasts shot up to 80% and consumer confidence plummeted.

A look back over history shows why we 
believe that this was an overreaction.

Here’s how the last eight recessions looked 
(see Figure 1). The most recent was clearly 
worse than all the others. By GDP growth 
measures, the 2008 recession was twice as 
bad as the next worst recession (in 1981).

Excluding the most recent—and highly 
unusual—recession, most recessions tend 
to range between 1 and 5 quarters of GDP 
decline, with a maximum quarterly decline at 
under 3%. On average, they experienced two 
quarters of decline of between 0.4 and 1.0% 
before growth restarted.

Financial markets also had a stronger than 
usual response to the most recent recession. 
The S&P 500 also declined by the most in 
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Key Takeaways
• The 2008 financial crisis has colored perceptions of what a recession looks like.

The markets and consumers appear to be overreacting to concerns about a recession.

• We expect a normal, perhaps mild next recession toward 2021: we do not see any gross
imbalances or threats of a financial crisis that could cause an abnormal recession.

• There is some possibility of a slower than normal recovery, with little help available
from policymakers.

Figure 1  |   GDP Growth was Hardest hit in the 
2008 Recession
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the 2008 recession at its nadir (Figure 2), although the recovery was stronger than some 
recessions. Similarly, rates fell by the most in the prior recession, although recovery was in 
line with other recessions (Figure 3).

Federal Reserve Vulnerability
The main concern the next time around appears to be related to the last recession: the 
major central banks in the world including the Federal Reserve are still dealing with the 
aftermath of the last recession. They have less firepower in their arsenal to stimulate 
the economy. The Fed has historically had to cut rates by at least 500 bps; right now it 
only has 250 bps worth of rate cuts available at this point. This means balance sheets 
may again come into play during the next recession. However, balance sheets remain 
bloated, and it is not clear how much the balance sheets can re-expand to handle a future 
recession, nor how effective it will be.

Source: S&P/Haver Source: FRED, Haver Analytics, MetLife Investment Management (MIM)

Figure 2  |  S&P Total Returns Figure 3  |  10 Year Yields
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Rate cut period Rate cut (terminal rate upper bound)

August 2007 – January 2009 500 bps (0.25)

November 2000 – July 2003 550 bps (1.00)

May 1989 – October 1992 678 bps (3.00)
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Next Time (Probably) Won’t Be Different
The next recession is likely to be more normal than the one in 2008. The gross imbalances 
that were seen then, combined with the involvement of financial markets, led to a rare 
crisis-type recession that we are unlikely to see repeated under current circumstances. In 
today’s economy, most assets are well within their usual range of valuation, and few areas 
of the economy are overleveraged.

We forecast continued health for the next two years including a GDP growth of 2.6% in 
2019 along with a single rate hike. We expect a downturn around 2021 as we anticipate 
the credit cycle to overextend and late cycle labor market behavior to intensify.

If the next recession comes in 2021 it is likely to be anti-climactic, particularly for anyone 
whose only experience is the 2008 financial crisis. There are no deep structural problems 
in the economy like before the financial crisis. Therefore, we expect a normal, or possibly 
even shallow recession. However, we flag the current weak policy position of the Fed and 
point out that this is a potential concern. Speed of recovery may be of greater concern 
than depth of a future recession.

Global Economic & Market Strategy
Tani Fukui
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Disclosure

This document has been prepared by MetLife Investment Management (“MIM”) solely for informational purposes and does not 
constitute a recommendation regarding any investments or the provision of any investment advice, or constitute or form part 
of any advertisement of, offer for sale or subscription of, solicitation or invitation of any offer or recommendation to purchase 
or subscribe for any securities or investment advisory services. The views expressed herein are solely those of MIM and do not 
necessarily reflect, nor are they necessarily consistent with, the views held by, or the forecasts utilized by, the entities within the 
MetLife enterprise that provide insurance products, annuities and employee benefit programs. The information and opinions 
presented or contained in this document are provided as the date it was written. It should be understood that subsequent 
developments may materially affect the information contained in this document, which none of MIM, its affiliates, advisors or 
representatives are under an obligation to update, revise or affirm. It is not MIM’s intention to provide, and you may not rely on this 
document as providing, a recommendation with respect to any particular investment strategy or investment. Affiliates of MIM may 
perform services for, solicit business from, hold long or short positions in, or otherwise be interested in the investments (including 
derivatives) of any company mentioned herein. This document may contain forward-looking statements, as well as predictions, 
projections and forecasts of the economy or economic trends of the markets, which are not necessarily indicative of the future. 
Any or all forward-looking statements, as well as those included in any other material discussed at the presentation, may turn out 
to be wrong.

About MetLife Investment Management 
MetLife Investment Management (MIM)1 leverages its size, scale and deep asset sector 
relationships to seek attractive, long-term investment opportunities for our institutional customer 
base. MIM provides investment management services in asset sectors including, but not limited to, 
fixed income, index strategies, private debt, real estate and structured finance.  

Our investment methodology is based on a disciplined in-house credit research and underwriting 
process which leverages the deep expertise of our seasoned investment teams. Institutional 
investors can have access to MIM’s in-house investment capabilities, including deal originations, 
asset acquisition, rigorous portfolio monitoring, proprietary risk analytics and risk management. Our 
expansive global footprint, with strong capabilities in key markets, makes us well positioned to serve 
our clients’ investment needs.

For more information, visit: 
metlife.com/investmentmanagement

1 MetLife Investment Management (“MIM”) is MetLife, Inc.’s institutional management business and the marketing name for the 
following affiliates that provide investment management services: Metropolitan Life Insurance Company, MetLife Investment 
Advisors, LLC, MetLife Investment Management Limited, MetLife Investments Limited, MetLife Investments Asia Limited, MetLife 
Latin America Asesorias e Inversiones Limitada, MetLife Asset Management Corp. (Japan), Logan Circle Partners, L.P. and Logan 
Circle Partners I LLC.




