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A year ago the story was deflation. The Fed’s Five Year Forward Breakeven Inflation 

Rate had breached 2% in late 2014 and was making new lows by the end of 2015.

Data has been obtained by Thomson Reuters Datastream (© 2017 Thomson Reuters) 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’s growth had fallen from 20% in 2011 and price levels were falling.
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Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure 

information. 



The Fed wanted to raise rates 3 or 4 times in 2016 despite the contraction in 

corporate profits.
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Data has been obtained by Thomson Reuters Datastream (©2017, 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 helped drive the biggest bust in commodity prices in 85 years and 

forced EM countries to tighten policy in order to support their currencies.

Data has been obtained by Thomson Reuters Datastream (©2017, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please see Appendix 1 for important disclosure

information.
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Something Had to Give at the End of 2015, and It Did in 2016

1. The Chinese authorities acted to stabilize their economy with the biggest credit 

impulse since 2009.

2. The Federal Reserve lowered the “dot plot” for the year and ended up raising rates 

only once and only in December!

3. Lastly, the dollar stabilized which fostered policy stimulus abroad, profit recovery in 

the United States and stabilization in commodity prices which helped boost 

commodity sensitive Emerging Market countries.

We said that 2016  would turn out to be better than what financial markets had priced in 

at the beginning because global growth would be better than expected and that the 

marginal gain would come from the emerging world.

The views expressed  above represent the opinions of Brandywine Global Investment Management, LLC  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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The Fed’s Five Year Forward Breakeven Inflation Rate is still below 2% but it has 

staged a significant recovery from its lows.
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Data has been obtained by Thomson Reuters Datastream (© 2017 Thomson Reuters) 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’s growth slump ended.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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’s deflation ended which supported commodity and traded good prices.
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Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure 

information. 



Growth in U.S. corporate revenues and profits rebounded on dollar stabilization.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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EM FX rallied in the first half of 2016 providing the opportunity for stimulus from 

this part of the world.
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Data has been obtained by Thomson Reuters Datastream (© 2017 Thomson Reuters) which Brandywine Global believes to be accurate and reliable. Charts created by Brandywine Global. Please refer to Appendix 1 for important disclosure 

information. 



Global growth has turned higher led by the emerging markets. Only towards the end of 

the year did growth in the developed countries stage a revival.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Leading indicators say global growth will continue to improve.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Strong commodity prices and a strong dollar only happen in context of strong global 

growth.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Economic policy around the world remains expansionary and looks set to continue to 

support this latest reflationary surge.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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 is the third policy driven reflationary wave in play since the Great Financial 

Crisis.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Reflation has not worked since 2008 because of the secular forces driving the new 

normal.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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But in 2016 American households stopped  deleveraging.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Productivity is higher than the secular stagnationists suggest.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Expectations of a stimulative fiscal agenda have accelerated  the “Stirrings of An 

End to Financial Repression” theme. Investors pricing in an economic boom.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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The financial firepower for a revival in “Animal Spirits” certainly exists.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Treasurys back to fair value. No anomaly or secular trend driving return expectations. But many EM 

fixed income markets are anomalous and would benefit from the improved cyclical outlook.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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Trump’s expected tax agenda has fostered a dollar rally and expectations of more to 
come. But the currency is already expensive.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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The dollar is anomalous in relation to short-term real interest rate spreads.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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The Euro is the biggest constituent of DXY. Price metrics and revealed preference 

both indicate  good value.

Data has been obtained by Thomson Reuters Datastream (© 2017, Thomson Reuters) 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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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. 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.

©2017, Brandywine Global Investment Management, LLC. All rights reserved.
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