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Can See the Three Down Cycles Since 2008
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The Third Started the Beginning of 2014.The First was the U.S. Housing Bust. The Second was 

Europe Sovereign Crisis. Third is China. 
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Source: Thomson DataStream

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



With Each Crisis There has been a Big Slide in World Inflation Before 

Stabilizing on the Back of a lot of Policy Stimulus
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Source: Bloomberg



Forward Inflation Expectations have Melted in the U.S. Since 2014
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Source: Thomson DataStream

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Growth Back Drop Not All Bad: Falling Energy Prices are a Big Positive for 

Global Growth---2016 the Sweet Spot!
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Source: Thomson DataStream

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Interest Rates Have Been Falling all Year in the Developing World
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Source: Thomson DataStream

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Generalized Foreign Currency Weakness Against the Dollar Propped up EM 

Equities in Local Currency Terms Until Recently
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Source: Thomson DataStream

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



China Back in Deflation—Nominal GDP Lower Than 2008!

8 / brandywineglobal.com

-4

0

4

8

12

16

20

24

-4

0

4

8

12

16

20

24

92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

CHINA GDP DEFLATOR
Ann %Chg Ann %Chg

As of 09/30/2015

Brandy wine Global

5

10

15

20

25

30

35

40

5

10

15

20

25

30

35

40

93 94 95 96 97 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17

CHINA: NOMINAL GDP GROWTH
Ann %Chg Ann %Chg

As of  12/31/2015.

 Brandy wine Global

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Financial Dysfunction: Falling Prices , High Real Rates Despite Rate Cuts, 

Banks Do Not Want To Lend
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PBoC Balance Sheet Contracting Despite Rate Cuts
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Chinese Government Boosting Fiscal Spending as Support but not Enough. In 2008 

Support Package was 10% of GDP.  Currently Net Fiscal Stimulus of only 2 to 3%.
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Fed Renormalization Completely Out of Synch With Profit Cycle
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Start of Fed 

hiking cycle

Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Profit Cycle Warns of a Major Deterioration Ahead in Labor Data---by Then too 

Late. Risk Assets will be Punished if Fed Waits Until Employment Rolls Over.
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Problem 3: Dollar Strength No Longer in the U.S. or World’s Interests

-40

-30

-20

-10

0

10

20

30

40

-40

-30

-20

-10

0

10

20

30

40

1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

CRB BLS Spot Index  
S&P500 Forw ard Earning

S&P 500 EARNINGS & CRB
Ann %Chg Ann %Chg

 Brandy wine Global

As of 1/19/2016.
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Dollar Strength Driving EM Monetary Restraint
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Dollar Strength—U.S. Deflationary Pressure—EM Inflationary Pressure—More 

Restrictive EM Monetary Policy---Reduced Domestic Spending….
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



Central Bank Balance Sheets are Contracting When EM Fx Reserves are 

Factored in, Despite Large Scale Asset Purchase Programs in the G6
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure information.



CRB Bear Market? Or Dollar Bull Market?
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Data has been obtained by Thomson Reuters Datastream (©2016, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see 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 product. 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.

©2016, Brandywine Global Investment Management, LLC. All rights reserved.
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