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What Could Go Wrong?

Source: Moody’s Analytics

High

L
ik

e
lih

o
o
d
 o

f 
S

h
o
c
k

Low

Low HighEconomic Severity of Shock

Student loans

Subprime 

auto lending

Escalation in 

trade war

Manufacturing 

recession

Inventory 

correction

Leveraged loan 

meltdown
Decline in 

Commercial RE

Oil price 

shock

Consumer 

credit cycle

Sudden 

increase in 

inflation

Stock market 

correction
No Deal 

Brexit

Shadow Banking disruption

Labor 

market 

overheats Liquidity 

crisis

Fed policy 

error

Negative U.S. 

interest rates

Powell removed



September 2019 9September 2019

-80

-60

-40

-20

0

20

40

60

80

05 06 07 08 09 10 11 12 13 14 15 16 17 18 19

Present conditions

Expectations

Moody’s Analytics business sentiment survey

Source: Moody’s Analytics

Trump Trade War Undermines Business Sentiment

% difference between positive 

and negative responses



September 2019 10

No-Deal Brexit Would Be a Global Body Blow
Difference in Real GDP in 2020Q4, No deal vs No Brexit

Source: Moody’s Analytics
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5 How Severe a Downturn
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