
-1.0%

-0.5%

0.0%

0.5%

1.0%

Jan-23 Jan-24 Jan-25 Jan-26

The Shelton Active Allocation Solutions Recession Tracker
August 18, 2026

Current risk level

Green | Low Risk

Risk level guide
Green — multiple indicators healthy; low recession risk 
Yellow — multiple indicators weakening; elevated caution
Red — multiple indicators deteriorating; high risk

Our Recession Tracker uses a ‘four dimensions of economic health’ framework to provide a clear, data-driven view of the economy and recession 
risk by tracking four key indicators inspired by the National Bureau of Economic Research (NBER). It monitors employment trends, where slowing 
job growth and rising unemployment can signal stress; real personal income excluding transfers, which often peaks before a downturn; real retail 
sales, which tends to soften as consumer demand weakens; and industrial production, which typically declines early in a contraction. By analyzing 
the direction and momentum of these interconnected factors, the Tracker can offer a comprehensive view of economic conditions and help 
identify when the economy may be shifting from expansion toward recession.

Real retail sales rose 1.65% year-over-year in July, easing from June's 3.15% pace but remaining near its all-time high. Industrial production rose 
1.08% year-over-year in July, as output climbed to a fresh multi-year high. The July employment report was weaker than the headline suggests: 
payrolls fell by 23,000, May and June were revised down a combined 103,000, and the drop in unemployment to 4.1% mainly reflects 264,000 
people leaving the labor force. Our Tracker continues to suggest a non-recessionary environment, as job openings remain plentiful and layoffs are 
historically low, but the details warrant caution. Our work suggests that the primary challenge to employment is the lack of labor force growth. Real 
personal income turned positive year-over-year in June for the first time in months (+0.14% from -0.43% in May), moving its rating to Positive. The 
current aggregate risk level is still Green | Low Risk, but July's softer labor details are what we are watching most closely. 

Source: Fed G.17, BLS, BEA, U.S. Census Bureau. Shelton Capital Management. Q2 2026 = latest available data (June/July 2026).

sheltoncap.com/active-allocation-solutions | (800) 955-9988 | info@sheltoncap.com 

ABOUT THE RECESSION TRACKER FRAMEWORK

CURRENT OUTLOOK

FOUR DIMENSIONS OF ECONOMIC HEALTH

Inflation-adjusted personal income turned positive year-over-
year in June for the first time in months, rising +0.14% from -0.43% 
in May and -1.06% in April. The improvement reflects continued 
wage growth alongside moderating inflation. Though the 
improvement is modest and bears watching, it does mark a 
meaningful shift from the negative readings of recent months, and 
the rating moves to Positive accordingly.

The July employment report was weaker than the -23,000 
headline decline in payrolls reflected as the prior two months of 
jobs gains were revised down by 103,000. However, the single 
largest detractor in July, local government education (-50,000), 
may have been heavily influenced by seasonal adjustments 
reflecting the end of the school year. In addition, jobs openings 
remain plentiful and layoffs are relatively low. 

Real retail sales rose 1.65% year-over-year in July, decelerating 
from June's 3.15% pace as the advance estimate slipped 0.66% 
month-over-month. Sales remain near their all-time high despite 
continued struggles for lower income households. This indicator 
remains positive.
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Unemployment Rate: Positive | -0.2pp

YoY change (4.1% July 2026 vs. 4.3% July 2025)

Real Personal Income: Positive | +0.14%

Year-over-year (June 2026, inflation-adj., excl. transfers)

-4.0%

-2.0%

0.0%

2.0%

4.0%

Jan-23 Jan-24 Jan-25 Jan-26

Real Retail Sales: Positive | +1.65%

Year-over-year (July 2026, inflation-adjusted)
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Industrial Production: Positive | +1.08%

Industrial production rose an estimated 1.08% year-over-year in 
July to its highest level since January 2019. The index has now 
posted nineteen straight months of positive year-over-year 
growth. The positive rating is maintained, with growth continuing 
at a modest, steady pace.

Year-over-year (July 2026)



S N A P S H O T  —  A T  A  G L A N C E

Indicators positive

4 of 4
Unemployment, retail sales, 
Industrial production

Indicators at caution

0 of 4

Indicators at risk

0 of 4
Real personal income

Overall signal

Growth
Continued expansion

P L A I N - L A N G U A G E  G L O S S A R Y

Unemployment rate (YoY change)

How much the jobless rate has shifted vs. a year ago combined with 
the Job Openings & Labor Turnover Survey (JOLTS). A rise of 0.5%+ in 
the unemployment rate has historically signaled recession onset, 
especially when combined with the JOLTS job openings also falling 
meaningfully year-over-year.

Real personal income 
(excl. transfers)

What Americans actually earn, adjusted for inflation and stripped of 
government payments like unemployment benefits.

Real retail sales Consumer spending at stores and online, adjusted for inflation. 
Reflects whether people are buying more — or just paying more.

Industrial production Total output from U.S. factories, mines, and utilities. A leading gauge of 
business activity.

Shelton Capital Management is an investment adviser in Denver, CO. Shelton Capital Management is registered with the 
Securities and Exchange Commission (SEC). Registration of an investment adviser does not imply any specific level of skill or 
training and does not constitute an endorsement of the firm by the Commission. Shelton Capital Management only transacts 
business in states in which it is properly registered or is excluded or exempted from registration. Some of the firm's strategies 
allocate client's investment management assets among exchange-traded funds (ETFs). A GIPS Report along with a complete 
list and description of all composites is available by calling (800) 955-9988. A copy of Shelton Capital Management's current 
written disclosure brochure filed with the SEC which discusses, among other things, Shelton Capital Management's business 
practices, services and fees, is available through the SEC's website at: www.adviserinfo.sec.gov  INVESTMENTS ARE NOT FDIC 
INSURED OR BANK GUARANTEED AND MAY LOSE VALUE. Views contained herein are not to be taken as advice or a 
recommendation to buy or sell any investment and the material should not be relied upon as containing sufficient information 
to support an investment decision. The views and opinions expressed are solely those of the original authors and other 
contributors. This material is for informational purposes only. Investments discussed may not be suitable for all investors. No 
part of the authors' compensation was, is, or will be directly or indirectly related to the specific views contained in this report. 
Information provided is obtained from sources deemed to be reliable, but is not represented as complete, and its accuracy is 
not guaranteed.
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Source: Fed G.17, BLS, BEA, U.S. Census Bureau. Shelton Capital Management. Q2 2026 = latest available data (May/June 2026).
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