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Global Inflation Is Broadly Declining



3

-2%

0%

2%

4%

6%

8%

2015 2017 2019 2021 2023 2025

Fed Funds and Core PCE

Fed Funds Core PCE, 3m ar

FOMC
Forecast

Source: Federal Reserve, U.S. Bureau of Economic Analysis, Haver Analytics. 
As of 30 Sep 23

“We see the current stance of monetary 
policy as restrictive, putting downward 
pressure on economic activity, hiring, and 
inflation.”

“These projections, of course, are not a 
Committee decision or plan…No one will look 
back at this and say, hey, we made a plan. 
It's not like that at all. These are estimates 
made a year in advance that are highly 
uncertain, and that's how it is”

– Chair Powell, Sep 20, 2023

FOMC Expects Restrictive Policy for an Extended Period
Projections Are “Highly Uncertain”
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“Beyond changes in interest rates, bank lending standards have tightened, and loan growth has 
slowed sharply.”

– Chair Powell, Aug 23, 2023

Financial Conditions Are Tightening; Higher Rates Are Slowing Activity
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Long-Run Market Rates Are Substantially Above FOMC Estimates
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UST 10-Year Real Yield Now Back to Pre-Global Financial Crisis Levels
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1 Year Ending 30 Sep 23 Excess Returns

Spread Sector Excess Returns 

Source: Bloomberg, Citi, J.P. Morgan, S&P Global Market Intelligence, a division of S&P Global Inc, Western Asset. ¹S&P/LSTA Leveraged Loan Total Return Index excess return vs. 3-Month LIBOR. As of 30 Sep 23
Past performance is not a reliable indicator of future results.
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Portfolio Themes

The above reflects current opinions of Western Asset and are subject to change with market conditions. As of 26 Oct 23

Duration – Maintain long duration position
 Rates are outright attractive
 Will also act as diversifier in risk-off move

Income – High quality carry
 IG credit
 Agency MBS 

Value – Attractive prices vs. fundamentals
 Emerging markets
 Energy
 Structured products



9

Questions & Answers
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Thank you. 
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Risk Disclosure

© Western Asset Management Company, LLC 2023. This publication is the property of Western Asset and is intended for the sole use of its clients, consultants, and other intended 
recipients. It should not be forwarded to any other person. Contents herein should be treated as confidential and proprietary information. This material may not be reproduced or used in 
any form or medium without express written permission.
Past results are not indicative of future investment results. This publication is for informational purposes only and reflects the current opinions of Western Asset. Information contained 
herein is believed to be accurate, but cannot be guaranteed. Opinions represented are not intended as an offer or solicitation with respect to the purchase or sale of any security and are 
subject to change without notice. Statements in this material should not be considered investment advice. Employees and/or clients of Western Asset may have a position in the securities 
mentioned. This publication has been prepared without taking into account your objectives, financial situation or needs. Before acting on this information, you should consider its 
appropriateness having regard to your objectives, financial situation or needs. It is your responsibility to be aware of and observe the applicable laws and regulations of your country of 
residence. 
Western Asset Management Company Distribuidora de Títulos e Valores Mobiliários Limitada is authorized and regulated by Comissão de Valores Mobiliários and Brazilian Central Bank. 
Western Asset Management Company Pty Ltd ABN 41 117 767 923 is the holder of the Australian Financial Services Licence 303160. Western Asset Management Company Pte. Ltd. Co. 
Reg. No. 200007692R is a holder of a Capital Markets Services Licence for fund management and regulated by the Monetary Authority of Singapore. Western Asset Management 
Company Ltd is a registered Financial Instruments Business Operator and regulated by the Financial Services Agency of Japan. Western Asset Management Company Limited is 
authorised and regulated by the Financial Conduct Authority (“FCA”) (FRN 145930). This communication is intended for distribution to Professional Clients only if deemed to be a financial 
promotion in the UK as defined by the FCA. This communication may also be intended for certain EEA countries where Western Asset has been granted permission to do so. For the 
current list of the approved EEA countries please contact Western Asset at +44 (0)20 7422 3000.


