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22nd September 2025 

AI and the current stage of this economic cycle1 

 

Before I analyse the stage of AI and how it stands as a comparison to the dotcom bubble, I begin by 

analysing the stage of the economic cycle we are currently in, beginning with the yield curve and followed 

by inflation. 

 

US yield curve comparison 

At the start of this year when the US yield curve finally came out of inversion after a two-year inversion 

period (the longest ever), I have looked at all prior yield curve inversions in the US to estimate what could 

happen next (here). In nearly every single case, the US experienced a recession after coming out of a yield 

curve inversion almost instantly2, yet in one case (1999) it took over a year for the S&P 500 to peak after 

the yield curve came out of inversion, as per charts on page 4. In a prior note I drew most similarities 

between the current period with that of 19993. However, as the current period has progressed, the 

parameters began to resemble those of 1990 the most, as per charts on page 2. This is because, inflation 

has been volatile (like in 1990), oil prices have not moved up, but did so during the Iran-Israel conflict 

(similar to the Kuwait invasion in 1990, also short-lived), USD weakened (like in 1990), and the S&P 500 

had a dip (due to Kuwait invasion in 1990, and due to Liberation Day in 2025), but then rallied sharply. In 

the chart on page 3 I also compare unemployment, and if the 1990 period remains the best comparison, 

we will see the unemployment rate continue climbing from here, as it did in 1990. 

 

 

 

 

 
1 all assumptions and observations are based on internal modelling and data analysis 
2 https://www.chicagofed.org/publications/chicago-fed-letter/2018/404  
3 https://www.aozorastep.com/US%20yield%20curve%20history.pdf  
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1990: US yield curve vs. CPI, WTI, GBPUSD & S&P 500 

 

2025: US yield curve vs. CPI, WTI, GBPUSD & S&P 500 
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1990 vs. 2025: Is unemployment rising in H2 2025 as happened in 1990? 

 

Source: FRED St. Louis 
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1999: US yield curve vs. CPI, WTI, GBPUSD & S&P 500 

 

Source: FRED St. Louis 

 

Why the 1990 period is a good comparison 

On top of the technicals, as demonstrated above, there are also qualitative similarities between the 

1990/91 recession and what could come in 2025/26. July 1990 marked the end of the longest peacetime 

expansion in the history of the United States of America (now we also have one of the longest peacetime 

expansion)4. The oil price jump due the Kuwait invasion and the Fed unwilling to lower rates in order to 

fight inflation back in 19905, sound all too familiar now once again. The prior period of Reagon’s tax cuts 

also appears very similar to Trump’s first term. Back in 1990, the Fed was also perhaps excessively 

restrictive in their monetary stance, as the idea of zero percent inflation was popular amongst economists 

and monetary tightness offset expansionary investment factors6. If the 1990/91 recession were a guide, 

we would now see a rise in unemployment, which is further exacerbated by the economic weakness in 

 
4 https://www.frbsf.org/wp-content/uploads/93-2_34-48.pdf p.2 
5 https://www.frbsf.org/wp-content/uploads/93-2_34-48.pdf p.2 
6 https://www.frbsf.org/wp-content/uploads/93-2_34-48.pdf p.15 
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Europe and Japan, just as it was in 19927. Interestingly, in the early 1990s the global economy transformed 

as the iron curtain fell, leading to a period of strong globalisation. Now, we appear to be experiencing the 

exact opposite. 

 

The inflation fear 

In this section, I compare the recent spike in inflation with previous inflationary spikes. There has never 

been a period in history, which only had one inflation spike. Both inflationary periods, in 1970s and 1940s 

had three inflationary cycles. When laying the current inflationary cycle on top of that of the 1970s, it 

would mean that the next inflationary cycle would arrive in January 2026. If one would lay the current 

inflationary cycle on top of that of the 1940s, it would mean that the next inflationary cycle would arrive 

in March 2026. Given that inflation was even negative, for instance in the month of March 2025, the year-

on-year inflation figure could move higher solely due to this “technical y-o-y factor”. The main trigger for 

another inflationary cycle could be an escalation in the Ukraine war and resulting restrictions to Russian 

commodity flows. Such a scenario appears somewhat likely, in my opinion – but can also change very 

quickly. 

 

 

Source: FRED St. Louis 

 
7 https://www.bls.gov/opub/mlr/1993/02/art1full.pdf p.2 
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Source: FRED St. Louis 

 

 

Source: FRED St. Louis 
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US CPI 1970s vs. now

US CPI 1970s US CPI now
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1940s/50s inflation also had three cycles

US CPI 1941-1953 US CPI now
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Source: https://www.bls.gov/news.release/pdf/cpi.pdf (August 2025 CPI release) 

 

Is AI in a bubble similar to the Dotcom bubble in 2000? 

Whilst inflation, the yield curve and to some degree geopolitics are more similar to 1990 than 1999, there 

is one factor at play that is almost uniquely similar to 1999: AI. Through AI we are moving away from 

software and computing power at the workplace to the cloud and computing power at a datacenter. 

However, similar to 2000 when the economy started to weaken amid productivity increases through the 

internet and software affecting some existing industries negatively, we will likely see an economic 

weakening this time due to the changes AI will bring and how it is going to disrupt industries. As crypto 

markets faced an unexpected selloff on Monday morning8, there are some cracks appearing in the market 

that could indicate a top of the bubble. Oracle’s 150% share price performance since April this year9 

awakens memories when Oracle’s share price rose over 24x between December 1998 and December 

200010. It is hard to time the end of a bubble, but I believe we are getting close to it. By that I mean that 

you would’ve been right saying that we are getting close to the end of the Dotcom bubble in 1999. 

However, in that last year you were able to make some of the strongest returns – and Oracle was unusual 

by seeing its valuation top out in September 2000, half a year later when the bubble burst. I view 1999 vs. 

today as a good AI/Dotcom bubble analogy, and therefore expect more stock outperformance in AI related 

names over the next quarter. 

 
8 https://www.forbes.com/sites/digital-assets/2025/09/22/open-up-the-floodgates-a-blackrock-price-bombshell-
is-suddenly-hurtling-toward-bitcoin-and-crypto/  
9 Tradingview April 22nd 2025 – September 22nd 2025 Oracle ticker 
10 Tradingview Dec 1998 – Dec 2000 Oracle ticker, Investing.com Oracle stock price & SEC filings incl. sharecount 
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Source: https://investor.oracle.com/investor-news/default.aspx & Oracle's SEC form ADV annual fillings between 1998-2001 

 

Oracle earnings comment during Dotcom peak in March 2000 

 

Source: https://investor.oracle.com/investor-news/news-details/2000/Database-Sales-Up-32-Applications-Sales-Up-35-

Operating-Income-Up-89-Net-Income-Up-160-As-Oracle-becomes-the-Software-Standard-for-Internet-e-Business/default.aspx  
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Oracle's market cap far exceeded growth in revenues 
and profits during the Dotcom bubble 

Revenue $m (LHS) Adj net income $m (LHS) Market Cap $bn (RHS)
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Oracle earnings comment in September 2025 

 

Source: https://investor.oracle.com/investor-news/news-details/2025/Oracle-Announces-Fiscal-Year-2026-First-Quarter-

Financial-Results/default.aspx  
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Legal Disclaimer 

The contents of this document have been prepared solely for the purpose of providing information about David 

Herrmann trading as AozoraStep and the services and products he is offering, which are targeted for professional 

investors only. AozoraStep is a trading name of Vittoria & Partners LLP ("V&P"). V&P will be appointed to as the 

investment manager or adviser to any AozoraStep related products. V&P has seconded David Herrmann (IRN: 

DXH02219) to undertake regulated activities under the trading name. V&P is authorised and regulated by the 

Financial Conduct Authority (FRN: 709710). This document is intended for Professional Clients only. The opinions 

and views expressed are those of David Herrmann and may change without notice and should not be construed as 

investment, tax, legal or other advice. David Herrmann and V&P do not guarantee the completeness and accuracy 

of the information provided and all content can become out of date. Potential products or services mentioned in 

this presentation are subject to legal and regulatory requirements in applicable jurisdictions and may not be available 

in all jurisdictions. Accordingly, persons are required to inform themselves and observe any such restrictions. In 

respect to investments described in this document, past performance is not a guide to future performance. The 

value of investments and the income of any financial instruments mentioned in this document may fall as well as 

rise and may have tax consequences. The performance of the investment strategy that David is planning to offer is 

based on a personal track record and approved by Sedulo for the time period Q1 2019 - Q1 2021 and by HiCloud 

Accounting for the time period 2020 - 2024, only with further examinations being done on an occasional basis. All 

references to AozoraStep in this presentation should be read in the context of David Herrmann’s secondment to 

V&P to undertake regulated activities. 
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