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• Are Interest Rates High Enough? 

• The Outlook on U.S Growth, Inflation and the Rest of the World

• Are There Buyers of Bonds?

• The Long-Term Allocation to Fixed Income
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Enough?



For HKRSA Webinar Use Only | Not for Further Distribution 4

The above are the views of Brandywine Global and are not intended as a forecast or guarantee of future results. Please refer to Appendix 1 for important disclosure information.

It’s Always a Soft Landing… Until It’s Not
In the U.S., soft landing hopes overtake hard landing fears, but it’s 

complicated, and risks to growth are elevated.

The Economy Is Facing Stiff Headwinds 

(Hard Landing Risk):

• Leading Economic Indicators Continue Flashing 

Warning Signs

• Consumer Headwinds Mount

• Housing Market Frozen

• Student Loan Payments Restart

• Oil Prices Up

• Tight Credit Conditions

• Labor Markets Are Rebalancing Rapidly

• Excess Savings Being Depleted

• Manufacturing Malaise

• Quantitative Tightening Behind the Scenes

…But There Are Tailwinds, as Well (Soft Landing 

Potential):

• Consumer Balance Sheets at Strong Starting Point

• Fiscal Spend

• AI Fueled Productivity Gains

• Structural Support for Labor

• Inflation - Mission Accomplished or Next Wave? 
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Real Fed Funds - 10Y Moving Average
Using Core CPI

US Policy Rates Are In Restrictive Territory

Source:  Haver Analytics, 10/05/23

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  

Please refer to Appendix 1 for important disclosure information.
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United States, Leading Indicators, Federal Reserve, Financial Conditions

Impulse on Growth, FCI-G Index (Three-Years Looklback), Index

FED’s Financial Conditions Impulse on Growth

Brandywine Global, Macrobond, Fed. As of 9!2023.

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  

Please refer to Appendix 1 for important disclosure information.
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Tightening

Easing
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The Outlook on U.S 

Growth, Inflation and the 

Rest of the World
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U.S. – Consumer Squeeze
Cost of Living Crisis

The above are the views of Brandywine Global and are not intended as a forecast or guarantee of future results. Please refer to Appendix 1 for important disclosure information.
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*** Excess Savings has been exhausted for all but the top 20% (by income) of Americans.

The Average…

2023

(in USD)

2020

(in USD) Change

New Home Mortgage Payment $2,900/month $1,600/month +81%

New Car Payment $750/month $550/month +36%

Used Car Payment $550/month $400/month +38%

Gallon of Gas $3.75 $2.25 +67%

Student Loan Payment $500/month $300/month +67%

Credit Card Balance (per household) $10,000 $6,600 +52%

MEDIAN HOUSEHOLD INCOME $92,750 (‘22) $84,350 +10%
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Credit Cards Delinquency Growth Rate

U.S. – Rapid Rise in Credit Card Delinquencies
Overall delinquency growth surges, while small banks have delinquency 

rates at record levels. 

Brandywine Global, Macrobond, Fed

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.

Gray areas denote periods of recession.
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U.S. Pending Home Sales

U.S. – Housing Market Is Frozen
Housing affordability today is worse than the peak of the last housing bubble. 

Brandywine Global, Macrobond, NAR

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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Bank Loans (Left) vs. Lending Standards (Right) United States: Bankruptcy Filings

U.S. – Tightening of Lending Standards Continues, Bankruptcy 

Filings Increasing
The number of banks tightening lending standards is reaching multi-decade highs. 

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.

Gray areas denote periods of recession.
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Temporary Help Services Employment

U.S. – Temporary Workers Are Losing Their Jobs
Leading indicator for labor market flashing warning signs.

Brandywine Global, Macrobond, BLS

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.

Gray areas denote periods of recession.
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Leading Indicators for Wage Growth

U.S. – Wage Growth is Softening
Americans are quitting their jobs at a significantly slower pace.

Brandywine Global, Macrobond, BLS, Federal Reserve Bank of Atlanta

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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United States: Core PCE CPI Using Market Rents

Inflation: Mission Accomplished?
Annualized inflation rate (last 3 months) is now at the Fed’s target. 

Note the trajectory – declining quickly!

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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Source: H/Bloomberg/Brandywine Global/BLS. Data as of 10/08/2023

Brandywine Global, Macrobond, BEA

As of October 2023
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United States, Federal Gov't Budget Balance (Deficit/Surplus)

U.S. – Fiscal at Odds With Monetary
Federal outlays are still US$1 trillion above pre-Covid trend, and nearly 24% of GDP.

Brandywine Global, Macrobond, U.S. Department of Treasury

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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China – Li Keqiang Index  

China – Lackluster Growth Continues
Weak Chinese growth will provide an additional disinflationary impulse to 

the global economy.

Brandywine Global, Macrobond, Macrobond

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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China – Consumer Price Index

China – Inflation Non-Existent
Reflective of soft domestic demand.

Brandywine Global, Macrobond, NBS

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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Corporate Profits (%GDP):  Japan vs US

Japan – Record Corporate Profitability 

Sustaining Expansion

Data as of September 2023.

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  

Please refer to Appendix 1 for important disclosure information.
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Bank of Japan – Real Policy Rate

BoJ Too Easy With Highest Inflation Rate in 30 Years

Source: BoJ/Brandywine Global, data as of 10/08/2023.

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  

Please refer to Appendix 1 for important disclosure information.
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Are there Buyers of Bonds?



For HKRSA Webinar Use Only | Not for Further Distribution

Calendar Year Returns for US Bonds

The Great Bond Market Massacre
One for the record books? There has never been back-to-back-to-back 

calendar year losses for US bonds.

Index used is a blend. Blend is sourced from research by Ibbotson and Sinquefield using the Intermediate-Term US Government Index from 1926-1975, then the Bloomberg US Agg from 1976 onwards.
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US 10 year Treasury Yield

Wrecking Ball
Surging bond yields often lead to financial accidents.

Brandywine Global, Macrobond, Macrobond, U.S. Department of Treasury

As of October 2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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10 Year U.S. Treasury Bond Model

Std. Dev. Between Actual and Estimated Yields

Brandywine Global, Macrobond. As of 10/7/2023

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.

There is no assurance that any projection, estimate or forecast will be realised. 
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U.S. Treasuries Look Attractive
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The Long-term Allocation 

to Fixed Income
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Cross Asset Yield Rankings (Since 12/31/2001)

Fixed Income Has Income Again
U.S. investment grade bond yields are above the U.S. equity earnings yield 

for first time in 20 years. 

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. The underlying 

benchmark indices are as follows: G3 Yield – Blend of ICE BofAML US Treasury Index, ICE BofAML UK Gilt Index & ICE BofAML Euro Government Index / US IG Corp – ICE BofAML US Corporate Index / US HY Corp – ICE BofAML US High 

Yield Index / Global IG Corp – ICE BofAML Global Corporate Index / Global HY Corp – ICE BofAML Global HY Index / EM Corp USD – JP Morgan CEMBI Broad / EM Sovereign – JP Morgan EMBI Global Diversified / US MBS – ICE BofAML

Mortgage Backed Securities Index 

As of 30 September 2023.
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US High Yield Default Rate

High Yield Corporates – Defaults Remain 

Subdued, Selection Critical

Brandywine Global, Macrobond,

As of October 2023.

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  Please refer to Appendix 1 for important disclosure information.

There is no assurance that any prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets will be realized.
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Current Coupon FNMA vs US 10Y Yield

Agency MBS Exposure is Attractive

Source: Bloomberg/Brandywine Global, data as of 10/17/2023

Charts created by Brandywine Global with data obtained by Haver (©  2023, Haver Analytics). Brandywine Global believes these sources to be accurate and reliable.  Please refer to Appendix 1 for important disclosure information.
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Emerging Market Local Bonds

10yr Gov't Bond Yield Comparison

Emerging Market Local Bonds Still Attractive
Higher-yielding emerging market bonds offer strong carry, wide spreads to Treasuries.

Brandywine Global, Macrobond, U.S. Department of Treasury

As of October 2023.

Data has been obtained by Macrobond (©  2023, Macrobond), which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.
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This presentation has been prepared by Brandywine Global Investment Management, LLC (“Brandywine Global”).  It may not be reproduced or used in any form or medium without written permission.  The views expressed herein represent the 

opinions of Brandywine Global and are presented for informational purposes only.  In rendering portfolio management services, Brandywine Global may use the portfolio management services, research and other resources of its affiliates including 

Brandywine Global Investment Management (Europe) Limited. They are not intended to be a recommendation or investment advice and do not take into account the individual financial circumstances or objectives of the investor who receives it.  

The securities herein may not be suitable for all investors.  Brandywine Global recommends that investors independently evaluate each issuer, security or instruments discussed herein and consult any independent advisors they believe 

necessary.  

The views herein are for informational purposes only and represent the opinions of Brandywine Global and are not intended to be a recommendation, investment advice, forecast or guarantee of future results.  The information should not be 

considered a solicitation or offer to provide any Brandywine Global service in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction.  The information contained within this presentation is obtained from sources 

believed to be accurate, reliable and current as of the presentation date.  Brandywine Global will not undertake to supplement, update or revise such information at a later date. 

There may be additional risks associated with international investments.  International securities may be subject to risks including, but not limited to: market/currency fluctuations, investment risks, and other risks involving foreign economic, 

political, monetary, taxation, auditing and/or legal factors.  These risks may be magnified in emerging markets. Fixed income securities are subject to credit and interest rate risk.  High yield, lower-rated, fixed income securities involve greater risk 

than investment-grade fixed income securities.  Asset-backed, mortgage-backed or mortgage related securities are subject to additional risks such as prepayment and extension risks.  High yield bonds possess greater price, volatility, illiquidity, 

and possibility of default. The aforementioned investments may not be suitable for everyone. 

Brandywine Global believes that transactions in any option, future, commodity, or other derivative product are not suitable for all persons, and that accordingly, clients should be aware of the risks involved in trading such instruments. There may 

be significant risks which should be considered prior to investing. Derivatives transactions may increase liquidity risk and introduce other significant risk factors of a complex character. All securities trading, whether in stocks, options or other 

investment vehicles, is speculative in nature and involves substantial risk of loss.

Certain statements included in this presentation constitute forward looking statements. Forward-looking statements include statements that are predictive in nature, depend upon or refer to future events or conditions, or include words such as 

“expects”, “anticipates”, “plans”, “believes”, “estimates”, “intends”, “targets”, “projects”, “forecasts” or negative versions thereof and other similar expressions, or future or conditional verbs such as “may”, “will”, “should”, “would” and “could”, and 

similar expressions to the extent they relate to the Firm.  The forward-looking statements are not historical facts but reflect the current expectations regarding future results or events.  These forward-looking statements are subject to a number of 

risks and uncertainties that could cause actual results or events to differ materially from current expectations.  Brandywine Global’s investment process may prove incorrect, which may have a negative impact on performance.

ESG investments may be viewed as “sustainable, “responsible”, or “socially conscious” among other names.  Analysis and integration of ESG factors is qualitative and subjective by nature, and there is no guarantee that the ESG criteria used, or 

judgment exercised, by Brandywine Global will reflect the values of any one particular investor. Different investment managers may utilize and evaluate ESG factors in different ways.  Investing in ESG investments carries the risk that under certain 

market conditions, the investment strategy may underperform strategies that do not utilize a responsible investment strategy. An investment’s ESG performance or Brandywine Global’s assessment of such performance may change over time. 

The companies and countries discussed herein are intended for illustrative purposes only, do not represent all of the investments made, sold, or recommended for client accounts, and should not be considered an indication of the ESG integration, 

performance, or characteristics of any current or future Brandywine Global investment strategy.  It should not be assumed that the investment in the companies and countries discussed herein were or will be profitable.  Actual investment will vary 

for each client, and there is no guarantee that a particular client’s account will hold any or all of the investments herein. The opinions expressed herein may be contrary to active positioning within one or more of Brandywine Global’s strategies 

managed by a separate investment team. 

ESG is not a uniformly defined characteristic and information used to evaluate ESG characteristics may not be readily available, complete, or accurate, and may vary across providers and issuers.  There is no guarantee that the evaluation of ESG 

characteristics will be additive to a strategy or account’s performance. This presentation is the property of Brandywine Global and is intended for the sole use of its clients, consultants, and other intended recipients. 

Please see attached appendix containing description of indices used in connection with this product, if any.  All indices are unmanaged and are not available for direct investment.  The indices do not incur costs including the payment of transaction 

costs, fees and other expenses.

Past performance is no guarantee of future results.

©2023, Brandywine Global Investment Management, LLC. All rights reserved.

Appendix 1 & Important Disclosure
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Copyright ©  2023. Franklin Templeton. All rights reserved.

Franklin Templeton Investments (Asia) Limited is the issuer of this document. The comments, opinions, and estimates contained herein are based on or derived from publicly available information from sources that Franklin Templeton 

believes to be reliable. Franklin Templeton does not guarantee their accuracy. This document is for informational purposes only. Any views expressed are the views of respective portfolio management team of Franklin Templeton as of the 

date published and may differ from other portfolio management team/ investment affiliates or of the firm as a whole. The security provided (if any) is for illustration purpose only and is not necessary indicative of a portfolio’s holding at any 

one time. It is not a recommendation to purchase, sell or hold any particular security. This document is not intended to provide investment advice. Investment involves risks.  Where past performance is quoted, such figures are not indicative 

of future performance.

The underlying assumptions and these views are subject to change without notice. There is no guarantee that any forecasts expressed will be realized. Neither Franklin Templeton, its affiliates nor any officer or employee of Franklin 

Templeton accepts any liability whatsoever for any direct or indirect consequential loss arising from use of this document or any information, opinion or estimate herein. This document has not been reviewed by the Securities and Futures 

Commission of Hong Kong.

The information in this document is confidential and proprietary and may not be used other than by the intended user. This document may not be reproduced, distributed or published without prior written permission from Franklin Templeton.

Important Disclosure


	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26
	Slide 27
	Slide 28
	Slide 29
	Slide 30

