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Description

Warnings of the coming economic recession have been hogging the headlines of late. Undoubtedly,
the Bank of Canada (BoC) and U.S. Federal Reserve are looking increase interest rates until inflation
can come back down to more manageable levels.

Though they’re willing to inflict some economic damage, it’s unclear as to what will cause a more
dovish pivot. At this juncture, a pivot seems unlikely unless inflation’s downward trajectory can pick up.
With a hot consumer price index (CPI) report for August, new investors seem to be fearing the worst
again: a scenario that sees inflation sticking around until rates are much higher (perhaps as high as 4.5-
5%).

Undoubtedly, the current tightening cycle could rock the markets. Though market stability and
employment remain important to central banks, it’s really hard not to put the high rate of inflation atop
one’s list of priorities. July’s inflation report was better than expected, triggering a nice relief rally, while
August’s report missed the mark by just the slightest of margins. Arguably, both the July and August
CPI reports probably shouldn’t have moved markets as sharply as they did.

Extreme volatility ahead! Don’t panic

Moving forward, investors should expect more of the same: extreme volatility ahead of CPI reports and
Fed comments. Now, that doesn’t mean markets can only go lower from here. Rather, it means
markets are sure to be incredibly volatile. Investors must remember that volatility works both ways.
Huge upside surges like the one we had in summer can strike when we least expect it. At the same
time, quick plunges can also hit the momentum chasers who get too ahead of themselves.

Now that stocks are in free-fall mode after a CPI number that was only slightly worse than expected, it
seems as though investors are ready to throw in the towel for good. There is a recession looming, after
all.

Though we’ve heard the “r” word being used ad nauseam of late, investors may be discounting central
banks’ abilities to engineer a soft landing. With peak inflation that may be on the cusp of a rollover, I
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think the odds are in favour of investors willing to embrace the negative momentum. Sure, certain firms
that missed on earnings will point the finger at the macro environment. It is more convenient to do so,
after all.

In any case, I think quality companies stand out as great bets, even if we are destined for a 2023
economic downturn.

Restaurant Brands: Looking to beef up sales in a recession?

At writing, Restaurant Brands International (TSX:QSR)(NYSE:QSR) seems like a terrific dividend
stock that may actually move higher as the recession rolls around. The firm behind Popeyes Louisiana
Kitchen, Tim Hortons, Burger King, and Firehouse Subs has been stuck in a rut for many years. With
some of the best value menu items out there, I’d argue that the quick-serve restaurant behemoth can
actually see sales and earnings increase as other firms downgrade their guidance.

Fast food is known by economists as an “inferior good.” That’s a good whose sales tend to do well
during times of economic hardship. As the bad macro environment gives store traffic a bit of a jolt, I’d
look for QSR to capitalize on the opportunity at hand, with tech investments to maintain brand loyalty
when the recession ends.

Burger King is putting its foot on the gas, with $400 million to be invested over the next two years. The
firm plans to bet big on tech and advertising in order to “reclaim the flame.” With the tides turned in the
firm’s end, I’d look to be a buyer while the dividend yield is still above 3.6%.

CATEGORY

1. Investing

TICKERS GLOBAL

1. NYSE:QSR (Restaurant Brands International Inc.)
2. TSX:QSR (Restaurant Brands International Inc.)

PARTNER-FEEDS

1. Business Insider
2. Flipboard
3. Koyfin
4. Msn
5. Newscred
6. Quote Media
7. Sharewise
8. Smart News
9. Yahoo CA

PP NOTIFY USER

1. joefrenette
2. kduncombe

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 2
Footer Tagline

https://staging.www.fool.ca/company/tsx-qsr-restaurant-brands-international-inc/368242/
https://staging.www.fool.ca/company/nyse-qsr-restaurant-brands-international-inc/368241/
https://staging.www.fool.ca/investing/how-to-find-an-undervalued-stocks/


Category

1. Investing

Date
2025/06/30
Date Created
2022/09/25
Author
joefrenette

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 3
Footer Tagline



COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 4
Footer Tagline


