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• The “Volckerized” Fed: How far do they go?

• GDP: Economy is slowing below trend — real risk of recession in 2023.  

• Inflation: Likely peaked … but not rolling over fast enough to bring policy relief.

• Demand destruction: The snowball is starting to roll.

• Labor markets: The key to the equation.

• Risks to our forecasts: Inflation slows precipitously. 

• Asset allocation: Still waving the caution flag.

Agenda
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The “coup de graph”: To normalize or not to normalize, that is the question.
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US outlook: Comparison 
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US GDP: Technical recession, but real recession is likely coming
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▪ Not only are trim means still robust …

▪ … But upward pressure hasn’t really abated.

US Inflation
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US: Demand destruction watch
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US: Demand destruction watch
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US: Demand destruction watch

Sources: Bureau of Economic Analysis, Haver Analytics Sources: Bureau of Economic Analysis, Haver Analytics
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US – Can the housing market withstand a surge in financing costs?
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US Consumer: Aggregate income story is starting to lose momentum
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Firms starting to take a more “wait-and-see” approach: Slower hiring, but not much firing

US labor market

Source: Bureau of Labor Statistics
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US – Labor Market

Demographic Influence
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USD Strength: Unintended consequences 

Sources: Bloomberg, Aegon Asset Management

Dollar strength poses a risk to the global economy
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Until the Fed pivots: 

• Continue to wave the caution 

flag

• Favor fixed income over equities

• Favor up-in-quality 

U.S. – Asset allocation
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