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 IN THE NEWS 

Recession – A Self-Fulfilling Prophecy? 
By Kristi Jackson  

A recent Conference Board survey of 

1,100 US executives reported that a 

nearly unanimous 98% of them ex-

pected a recession within the next 12-

18 months.  This figure is staggering 

and makes us ask the obvious ques-

tion: could a recession become a self-

fulfilling prophecy? 

It feels like we are headed there now. 

Stimulus-driven demand and supply 

chain constraints led to skyrocketing 

inflation and now the Fed has reacted 

with a sharp, steady increase in inter-

est rates – a move which has started 

to slow the economy.  4th Quarter 

2022 GDP grew at an annualized rate 

of 2.9%1 which is down from the 6.9%2 

we saw a year ago, arguably related to 

the run up in rates.  As interest rates 

edge higher, consumers rely less on 

credit for purchases, and spend less 

overall. 

The number of home sales is down 

some 16.4%3 in the last year as mort-

gage rates have ticked up north of 7% 

for a period of time. 

Most recently, the press can’t stop re-

porting on the massive, announced 

tech industry layoffs –over 56,000 jobs 

in the first 20 days of January alone.4  

While headline-grabbing, mega-cap 

tech went on pandemic-era hiring 

binges as they built up massive new 

infrastructure, much of which was in 

reaction to the demand for new ser-

vices coming from a remote or hybrid-

work environment, with over a million 

jobs added during 2019-2022.  Amazon 

alone doubled their global workforce 

over the period.  As the CEO’s in these 

large technology companies sense 

slowing revenue growth ahead, they 

are paring back staff to prepare. 
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This is not the case however in many 

other areas of the economy. The un-

employment rate nationally is still 

near historic lows.  Companies in the 

industrial, travel, leisure, hospitality 

and services sectors aren’t experi-

encing layoffs. In fact, they are still 

struggling to fill open positions.  

There remains roughly 1.7 open job 

vacancies for every unemployed per-

son in the US.  Since COVID lock-

down restrictions have gone away, 

consumers continue to migrate from 

purchasing durable goods to ser-

vices. This is tempering the reces-

sionary expectation. 

So we’ve seen the signs – but when 

and how bad will it get?  Dana Peter-

son, the chief economist for the Con-

ference Board, reports that the 

CEO’s in their survey largely expect 

this next “inevitable” recession to be 

both “short and shallow”.  Kip Ritch-

ie, COO of Potawatomi Business De-

velopment Corporation agrees, say-

ing “unless you are paying attention, 

you may not notice this next reces-

sion.”  With so many people still em-

ployed, and job openings still tough-

er to fill, companies are responding 

to the forecast for recession in 

slightly different, and less severe 

ways. 
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CEO’s are reporting that they are 

doing a few things to prepare for a 

probable recession.   

Spending less – With increased un-

certainty in the economy, discretion-

ary projects are being pushed out on 

the calendar.   

New pricing strategies – We’ve 

heard from gaming operators in par-

ticular who are increasing reinvest-

ment in customers that weren’t re-

cently active so that when a reces-

sion comes, they will have more cus-

tomers coming to their property.   

Maintaining cash reserves – As the 

massive pandemic shutdowns are 

still visible in the rearview mirror, 

many executives with whom we 

spoke noted that they want to make 

sure they have access to lines of 

credit and cash as they head into the 

next year.  As bankers, we know the 

time a borrower really needs to tap 

into a new line of credit is not the 

time they should be asking for it – 

the line should already be estab-

lished. 

Making selective investments – One 

tribal gaming CEO we spoke with 

said that while they believe there 

will be a recession this year, it will be 

over within a year.  They plan to add 

much-needed capacity (i.e., hotel 

rooms).  Their capital program won’t 

open for two years, and when it 

does open, they’ll have something 

that others in their area won’t be-

cause they believe others will likely 

stand pat and not spend resources 

during a recession.  Another execu-

tive, Joe Nayquonabe, CEO of Mille 

Lacs Corporate Ventures, notes that 

it’s becoming a little easier to find 

available contractors and sub-

contractors given that several pro-

jects in the area have been put on 

hold. 

By doing the above, are we encour-

aging slower growth and ultimately 

creating a recession by planning for 

one?  Probably.  There is a conscious 

and widespread deceleration in 

spending.  However, given that the 

employment picture remains strong 

– and there appears to be a consum-

er that is still willing to make pur-

chases for services in particular – a 

short and shallow downturn seems 

to be the most likely scenario. 
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