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From Secular Stagnation to 

Business Cycle Expansion?



The Collapse in the U.S. Household Debt Super-cycle Is Over
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Data has been obtained by Bloomberg Finance LP © 2018, 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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Household Deleveraging Has Ended

Data has been obtained by Macrobond (© 2018, Macrobond) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 



U.S. Household’s Spending Twin—Chinese Production Growth—Has Stabilized

Data has been obtained by Macrobond (© 2018, 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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Tailwind of Aggressive Monetary Policy Support 9 Years After the Crisis
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Data has been obtained by Macrobond (© 2018, Macrobond) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 



Will Policy Normalization Slow Nominal and Real Growth?

Data has been obtained by Macrobond (© 2018, Macrobond) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 

24

28

32

36

40

44

48

52

56

60

64

68

72

-50

-40

-30

-20

-10

0

10

20

30

40

50

60

70

96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

ISM Manufacturing Index (LS)

Total Return Stock-to-Bond Ratio (RS)

ISM INDEX & STOCK-TO-BOND RATIO
Ann %Chg

Brandy wine Global

As of  12/31/2017.

#1 #2 #3

Reflation Period:

#1 – G20 co-ordinated stimulus

#2 – Draghi, Abenomics, Open ended QE

#3 – China stimulus, Fed backs off, $ eases



No Sign of U.S. Recession: Growth in LEI Is Up
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Data has been obtained by Bloomberg Finance LP © 2018 which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 



Capital Markets Signal U.S. Economy Busting out from Secular Stagnation

Data has been obtained by Bloomberg Finance LP© 2018 which Brandywine Global believes to be accurate and reliable. Please refer to Appendix 1 for important disclosure information. 



Lending Has Bottomed Out; European Households Re-leveraging
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Data has been obtained by Macrobond (© 2018, Macrobond) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 



A Negative Credit Impulse Has Already Weighed on Chinese Real Estate

Data has been by Bloomberg Finance LP ©2018, which Brandywine Global believes to be accurate and reliable. Please refer to Appendix 1 for important disclosure information. 
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But China LEI’s Diverge Upwards from Industrial Trends

92

94

96

98

100

102

104

106

0

4

8

12

16

20

24

28

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

OECD Leading Economic Indicator (Left)

NBS Macroeconomic Climate: Leading Index (Left)

Li Keqiang Index (Right)

Index Index

As of  12/31/2017.

Data Source: Haver Analytics

 Brandy wine Global

Data has been obtained by Haver Analytics (© 2018, Haver Analytics)  which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information.



China’s Consumer Confidence Unprecedented
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Data has been obtained by Macrobond (© 2018, Macrobond) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure information. 



Appendix 1 – Important Disclosure Information

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 that 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.

Please see attached appendix containing description of indices used in connection with this presentation, 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.
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