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Spotlight on :  Recession Lag Time From Inversion 
 
 

COMMENT:  
 

Each week, we post our “The 10-2 Yield Curve Recession Barometer” (for the latest report, see the link 

on the following page). This report analyzes the trend in interest rates for 10-year and 2-year U.S. 

Treasuries. (We also track the 10-2 yield curve for Canadas.) A recession usually occurs when the 10-2 

yield curve flattens and then inverts, i.e., the yield on the 10-year Treasuries falls below the yield on the 

2-year Treasuries. (Other popular metrics include the 10-year/3-month ratio and the 30-year/10-year 

ratio, but the 10-year/2-year ratio is the most widely watched.)  

 

In our weekly report, we provide a chart that shows all of the inversions and subsequent recessions going 

back to the beginning of 2000. We state: “A recession usually occurs a few months (or possibly up to two 

years) after the yield curve inverts.” 

 

The chart on the following page shows the number of months from the point of inversion until the 

beginning of a recession. This chart is an extract from the report from The Reformed Broker that was 

posted late yesterday on the eResearch website and entitled “The R Word”. The chart was compiled by 

JP Morgan Asset Management.  

 

The chart goes back to the recession of 1969. In all, there were seven recessions identified. The average 

lag-time for all seven was 20 months, although this was skewed somewhat by the 51-month lag shown by 

the 1969 recession. Omitting it, the average for the remaining six recessions was 15 months. 

 

Thus, if, say, the inversion in the current situation occurs around January 1, 2019, then the recession, on 

average, would kick in between May 2020 to October 2020. 
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Here is the JP Morgan table of how long it has taken during each of the last seven recessions from the 

first yield curve inversion until the actual start of the recession for the years shown. 

 

 
Source: JP Morgan Asset Management 

 

 

 

LINK to the December 7, 2018 eResearch report, “The 10-2 Yield Curve Recession Barometer” is HERE 

 

 

Bob Weir, CFA 

Contributing Analyst 

  

http://www.eresearch.ca/wp-content/uploads/2018/12/DayChart_120818_YC10-2CanUSA.pdf
https://thereformedbroker.com/2018/12/10/the-r-word/screen-shot-2018-12-10-at-9-45-57-am/
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eRESEARCH DISCLAIMER 

 

eResearch Disclosure Statement 
 

eResearch Corporation was established in 2000 as Canada's first equity issuer-sponsored research 

organization. As a primary source for professional investment research, its Subscribers (subscription is free!!!) 

benefit by having written research on a variety of small- and mid-cap, under-covered companies.  

 

eResearch also provides unsponsored research reports on middle and larger-sized companies, using a 

combination of fundamental and technical analysis.  

 

eResearch complements its corporate research coverage with a diversified selection of informative, insightful, 

and thought-provoking research publications from a wide variety of investment professionals.  

 

eResearch provides its professional investment research and analysis directly to its extensive subscriber 

network of discerning investors, and electronically through its website: www.eResearch.ca. 

 

eResearch does not manage money or trade with the general public, provides full disclosure of all fee 

arrangements, and adheres to the strict application of its Best Practices Guidelines. 

http://www.eresearch.ca/

