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Chart of the Moment: Central Bank Balance
Sheets and Nominal GDP Growth

This chart tracks changes to the four major central banks’ balance sheets and their respective economies’
nominal GDP growth. Has recent market volatility been a function of quantitative tightening? Out of the four
major central banks, only the Federal Reserve (Fed) has taken decisive steps toward tightening. However, the
anticipated move away from developed market central bank accommodation could be one of many contributing
factors to market volatility. This shift in accommodation may change the constructive backdrop for risk assets.
Over the last decade, monetary stimulus created a “cushion” for risk assets to fall back on during broad-based
market selloffs. Now that key developed market central banks are pulling back on stimulus, nominal gross
domestic product (GDP) growth should help a risk-on environment reemerge. We think steady nominal GDP
growth could offset the effects of less central bank accommodation. We’ll also be keeping an eye on countries’
corporate earnings growth, another key indicator for risk asset performance. For example, the dividend discount
model—which gauges equity valuations—is based on the idea that growth needs to stay robust when rates
appear to be moving higher. 

Groupthink is bad, especially at investment management firms. Brandywine Global therefore takes special care
to ensure our corporate culture and investment processes support the articulation of diverse viewpoints. This
blog is no different. The opinions expressed by our bloggers may sometimes challenge active positioning within
one or more of our strategies. Each blogger represents one market view amongst many expressed at Brandywine
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one or more of our strategies. Each blogger represents one market view amongst many expressed at Brandywine
Global. Although individual opinions will differ, our investment process and macro outlook will remain driven by
a team approach. 
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expressed by Brandywine Global or its employees should not be construed as investment advice or a recommendation
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Brandywine Global will monitor its Social Media pages and any third-party content or comments posted on its Social
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