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		Abstract

		This paper offers a practical overview of the United States credit cycle, and the challenges it poses, along with a perspective on where we seem to be in the cycle as of early 2023. The cycle is illustrated via the trend of Moodyâ€™s Baa corporate bond yields from January 1919 to November 2022. Under the Moodyâ€™s rating system, Baa is the lowest level of investment grade credit, and as such it possesses speculative characteristics that are sensitive to cyclical dynamics. Another reason for choosing Baa credit patterns for analysis is data availability: over 100-years of continuous Baa data is searchable at the U.S. Federal Reserve. The data illustrate that the prior credit cycle wave of progressively lower inflation and interest rates began in 1982, following a historic inflationary wave, and ended in 2020. Our findings suggest that the current credit cycle of wave of progressively higher inflation and interest rates (again, as of early 2023) will present strategic risks and opportunities that executives will increasingly have to deal with. To help facilitate this, we provide practical suggestions that executives can address from a corporate strategy perspective. Significantly, it is important for executives to keep track of how their competitors are addressing the challenges of the new cyclical wave, and to identify those competitors that are either ignoring a challenge or addressing it ineffectively. Such competitors could be at-risk of distress when market volatility spikes, as it undoubtably will at some point in this cyclical wave, and as such they could become a corporate development opportunity. 
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