
Higher for Longer, Longer the Stronger
As we evaluate a higher-for-longer rates outlook in the U.S. and Europe, and the potential for slowing growth in 2024, 
the Asset Allocation Committee (“the AAC”) retains its neutral overall view and its “long-the-strong” stances within 
asset classes. Markets now appear to be focusing on the headwinds that have long dominated our medium-term views. 
Most notably, core government bond yields have broken out of their 2023 ranges, potentially shaking a key support 
for equity markets. Our views emphasize quality across markets, while cash and investment grade bonds offer higher 
yielding havens as markets seek a new equilibrium in rates and greater clarity on the potential for a growth slowdown. 
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Based on 12-Month Outlook for Each Asset Class

Market Views

As of 4Q 2023. Views shown reflect near-term tactical asset allocation views and are based on a hypothetical reference portfolio. Views on private market assets 
reflect the Asset Allocation Committee’s views on the future return potential of new cash commitments, not the future return potential of existing investments. 
Nothing herein constitutes a recommendation, investment advice or a suggestion to engage in or refrain from any investment-related course of action. See 
disclosures at the end of this publication, which includes additional information regarding the Asset Allocation Committee and the views expressed. 
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Regional Focus
Fixed Income, Equities and Currency

As of 4Q 2023. Views shown reflect near-term tactical asset allocation views and are based on a hypothetical reference portfolio. Nothing herein constitutes 
a recommendation, investment advice or a suggestion to engage in or refrain from any investment-related course of action. See disclosures at the end of this 
publication, which include additional information regarding the Asset Allocation Committee and the views expressed.
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Higher for Longer, Longer the Stronger

The story of 2023 has been the story of a U.S. recession deferred while the tourniquet of tightening monetary 
policy has begun to bite elsewhere—Europe in particular. U.S. consumers and corporations entered the year 
with robust balance sheets that made them surprisingly resilient to higher rates, while a shift from consumer-
oriented support to industrial stimulus is preserving the fiscal impetus. Europe’s growth is weakening and the 
U.S. consumer may be tiring, but ultimately, the more time the economy has to adjust to the slowdown, the 
milder it is likely to be. Even so, the Asset Allocation Committee (“the AAC” or “the Committee”) retains the 
neutral overall outlook it adopted last quarter, while leaning further into its quality-oriented, “long-the-strong” 
stances at the margins and within asset classes. This is because markets appear to be focusing increasingly on the 
negatives of higher rates, sticky inflation, debt sustainability, tighter financial conditions and ebbing liquidity that 
have long dominated our medium-term views. Most notably, core government bond yields have broken out of 
their 2023 ranges, potentially shaking a key support for equity markets. In both equities and credit, we emphasize 
high quality. We prefer U.S. large caps and Japan to small caps, Europe and emerging markets. On yield curves, 
we think recent adjustments have created value for maturities of between two and seven years across developed 
markets, and prefer those maturities over longer-dated bonds in most countries—especially those where we 
expect investors to demand a higher risk premium on concerns about fiscal and debt sustainability. Cash remains 
a high-yielding haven as the market seeks a new equilibrium in rates and greater clarity on the potential for  
a global growth slowdown.

The AAC Outlook at a Glance
•  Inflation and growth uncertainty remain high, and rising debt-sustainability concerns have brought renewed disequilibrium to 

longer-dated bond markets.

•  The AAC retains its neutral stance on risky assets going into year-end, while leaning further into its “long-the-strong” stance in 
favor of high quality equity and credit.

•  Cash remains a haven with attractive yields, but the two- to seven-year maturity section of yield curves looks increasingly 
attractive.

Up for Debate:
Do we need a “technical” recession to get a “recessionary” market correction? 

Will current high yield spreads protect investors in a growth slowdown?

“ Savings depletion and weakness among small-cap 
and regional bank stocks suggest that the U.S. 
economy may not be as strong as it seems.”

Erik L. Knutzen, CFA, CAIA
Chief Investment Officer—
Multi-Asset Class

Niall O’Sullivan
Chief Investment Officer, 
EMEA—Multi-Asset Class
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The economic cycle is turning, but slowly. 

In Europe, a manufacturing-led economy that is sensitive to higher interest rates and highly exposed to China has spent much of the 
year on the edge of recession. In China, the initial optimism that greeted the lifting of pandemic restrictions has given way to structural 
concerns about its growth model: many had expected China to stimulate its economy, but in the event, it has been constrained by 
concerns about debt sustainability and fragility in its financial system.

By contrast, the world’s largest economy, with its resilient, services-oriented jobs market and robust consumer, has appeared increasingly 
capable of achieving a “soft landing” or “immaculate disinflation.” The fiscal impulse also remains strong, moving smoothly from the 
consumer-oriented fiscal support of the pandemic to a multi-faceted, industry-oriented stimulus for the post-pandemic, energy-transition era.

In one sense, this is all a matter of timing. Higher sensitivity to rates and China means the European cycle is simply turning a few months 
in advance of the U.S. cycle. Savings depletion means that U.S. consumption growth is likely to slow to the level of wage growth over 
the next couple of quarters, and perhaps a little lower should we see more weakness in the jobs and housing markets. Recent weakness 
among small-cap and regional bank stocks suggest that the U.S. economy may not be as strong as it seems.

Source: FactSet, The Conference Board. Data as of September 26, 2023. 

THE U.S. CONSUMER CAN SENSE THE FORTHCOMING SQUEEZE
The Conference Board Consumer Confidence Index

0

20

40

60

80

100

120

140

160

180

200

ExpectationsPresent Situation

Jun ‘23Feb ‘22Jun ‘20Oct ‘18Feb ‘17Jun ‘15Oct ‘13Feb ‘12Jun ‘10Oct ’08

Following remarkable stability through the fluctuations of 
the pandemic, consumer expectations have started to 
dip—despite continuing robustness in the present situation. 

But timing is important. One reason U.S. growth has been so resilient this year is that its corporations and consumers had bought 
themselves a lot of adjustment time by shoring up their balance sheets through 2021 and 2022. Many termed-out their fixed rate debt 
and built cash buffers, which are now paying more than 5% a year. The longer the slowdown is held off, the more time they have to 
consolidate those preparations. This is especially the case in the corporate sector, which is making technology investments to enhance 
productivity and secure future growth, increasingly with fiscal support. We may still endure an economic slowdown, but the more it is 
delayed, the milder it is likely to be.

Return to Disequilibrium in Bond Markets
Despite this relatively benign view on the world’s largest economy, the AAC retains the neutral overall outlook it adopted last quarter, 
along with its quality-oriented, long-the-strong and short-the-weak stances at the margins and within asset classes. 

That is partly because the conflicting signals from our shorter- and medium-term outlooks, which informed our move to neutral last quarter, 
have still not entirely resolved. Where they have begun to resolve, it has not been in favor of the third-quarter dynamics of still abundant 
market liquidity and a broadening of the equity market rally. Instead, we have seen markets turn their focus toward our medium-term 
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expectations for a negative impact from higher rates, sticky inflation, tighter financial conditions, and ebbing liquidity: after putting in a further 
4% rally following our third-quarter Outlook, as we anticipated it might, the S&P 500 Index has now retrenched to below its July starting level. 

Another reason is the developing dispersion of central bank reaction functions, as they all tend toward a “data-driven” approach and local data 
begins to diverge. The past few weeks have seen, for example, a “hawkish pause” from the Fed, a “dovish hike” from the European Central Bank 
(ECB), a dovish pause from the Bank of England and mixed signals on yield curve control from the Bank of Japan. That is a recipe for bond and 
currency market volatility that has the potential to leak into other markets. It also challenges the assumption that U.S. rates would revert lower 
relatively rapidly, thereby saving U.S. borrowers from some of the pressure that Europe is going through when they come to refinance. 

And that brings us to our most significant reason for holding onto our more cautious views: the recent breakout of core government bond 
yields from their 2023 trading ranges. Coming into 2023, one of our key points was that equity markets were unlikely to regain a sure 
footing until the sell-off in bond markets had settled and bottomed out. The trading ranges that yields settled into in the first half of the 
year were one of the foundations for the equity bull market of the past 12 months. The breakout from those ranges has spooked investors, 
awakening fears of the downside stock-bond correlation they endured through 2022. 

Source: FactSet. Data as of October 4, 2023.

LONG-DATED BOND YIELDS APPEAR TO HAVE BROKEN OUT OF THEIR 2023 TRADING RANGES
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“ There were some entrenched expectations of where bond yields would be going in 2024, and those 
expectations were underpinning equities. That’s all been upset by recent bond market moves.”

 Shannon Saccocia | Chief Investment Officer—Private Wealth
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The causes are many and complex. As oil prices rise, investors have been reminded that the path back to 2% inflation is unlikely to be 
either smooth or rapid: the Fed is still projecting a policy rate above 3.5% at the end of 2025. The moderate bond market supply of the 
first half of the year has been steadily climbing, boosted by quantitative tightening. And then there is that surprisingly resilient U.S. growth. 

Perhaps most important, however, and most structural, is a growing demand for more risk premium at the long end of yield curves that 
reflects not only this growing supply-and-demand imbalance, but also deeper concerns about sovereign debt sustainability and “fiscal 
dominance” over central bank policy. 

One of the most persistent trends since the global financial crisis has been the deleveraging of the private sector and re-leveraging of the 
public sector, resulting in a tremendous transfer of wealth from governments to holders of financial assets. This reached new levels with 
pandemic fiscal support measures, but the general shift to more robust industrial policy and the specific demands of the clean-energy 
transition suggest that the trend has yet to culminate. With the U.S. facing an election year in 2024, there is little political appetite for 
lower spending and higher taxes. That raises the risk at the long end of sovereign yield curves—explaining how, for example, the German 
Bund yield has been climbing even as Germany struggles to avoid recession. 

This return to disequilibrium in bond markets has reinforced our existing concerns about potential liquidity crunches and tightening 
financial conditions as we look into 2024. 

Equities: Quality, U.S. Large Caps and Japan
Overall, that outlook leaves us with largely neutral views on risky assets, a tilt in favor of high-yielding cash and the relative safety of 
investment grade fixed income, and a tilt to hedged strategies and private assets that are somewhat insulated from the potential volatility 
of the public markets. 

In equities, we retain our neutral view on U.S. large caps, but emphasize quality and larger companies in all parts of the market. The ability 
to sustain and grow margins in an environment of sticky inflation, higher-for-longer rates and slowing growth will be a key marker of 
success in 2024, in our view. Within emerging market equities there is a preference for India’s market over China’s, as we believe current 
high valuations are still justified by the prospect of organic growth set against the broader global slowdown. 

Our view on developed ex-U.S. markets remains neutral, but with a deepening preference for Japan over Europe. While Europe’s most 
recent hike will satisfy the hawks on the Governing Council, it threatens to tip the region into negative growth, irrespective of ECB 
President Christine Lagarde’s rhetoric. The Bank of Japan may adjust or ultimately abandon its yield curve control policy, but appears 
constrained to modest rate hikes by its high level of domestic debt, and in less need of hikes due to a lower level of inflation. That is 
likely to keep the yen suppressed, which in turn offers support to Japan’s equity market, alongside still moderate valuations and structural 
improvements in its corporate governance. 

Fixed Income: Quality in Credit, Intermediate Maturities
In fixed income, the Committee has distinct views on credit and duration.

Credit spreads have remained tight through much of 2023, partly due to robust corporate balance sheets characterized by large cash 
buffers and long-dated debt fixed at low rates, and partly due to technical demand for the higher yields on offer. We think that technical 
support will persist, and that credit stresses are much more likely to remain idiosyncratic than to spread into something more systematic. 
Nonetheless, Committee members from our Fixed Income team are beginning to see some weakness in consumer-facing and industrial 
issuers, and we therefore favor high quality companies in both investment grade and high yield (and would take profits from any 
subsequent spread tightening). Some areas of securitized credit still offer attractive value, in our view. Total returns from here are likely to 
owe much more to coupons than capital appreciation. 

That said, the AAC has become more positive on duration, but specifically between the two- and seven-year maturity points on yield 
curves, where normalization over recent weeks has made yields competitive with cash again. The lack of similar yield moves further out 
on the curve, together with the threat of further adjustments higher due to debt sustainability, fiscal dominance and the need for more 
long-dated risk premium, make us much more cautious on maturities beyond seven years. 
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Source: FactSet, Neuberger Berman. Data as of September 25, 2023. 

IS THERE ENOUGH RISK PREMIUM PRICED INTO LONGER-DATED BONDS?
U.S. Treasury curve term spreads, percentage points
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The Committee has become more positive on the two- to seven-year maturity part of the curve in non-U.S. developed market bonds, too: 
especially in countries that have tended to issue more debt, such as Japan, France, Italy and Spain, curves that were already less inverted 
than in the U.S. have normalized further, offering investors attractive yields (even when hedged back to U.S. dollars). Given ongoing 
caution on Japanese government bonds and longer-dated bonds in general, this is not enough to move us to a more neutral view overall. 

The AAC has downgraded its view on emerging markets debt from overweight to neutral, mostly to reflect growing weakness among 
corporate issuers. Sovereigns and especially Latin America, are more attractive, in our view. 

Alternatives: Private Markets Activity Picking Up
The Committee maintains an overweight view on hedged strategies, with a focus on non-traditional markets (such as insurance-linked 
strategies) and on approaches that seek either to insulate against or take advantage of market volatility (such as market-neutral, macro 
and options-based strategies that can demonstrate genuine diversification and little to no systematic market exposure). 

Private markets also remain an overweight view, and we continue to favor approaches that provide liquidity to the ecosystem, whether 
that be capital solutions and co-investments that provide liquidity and capital for portfolio companies, or secondary-market strategies that 
provide liquidity to General and Limited Partners. Committee members from our Private Markets teams report an uptick in transaction 
activity after many quiet months, particularly for higher quality assets, as investors become more assured that valuations are holding up 
and more anxious to achieve distributions and recycle portfolios. These remain tentative green shoots, however, and for the most part 
investors are still holding investment for longer or resorting to the secondary market for liquidity, sustaining these opportunities for capital 
and liquidity providers. 

We think these tilts to alternatives, together with high quality cash flows from cash, the intermediate part of bond and credit curves and select 
equities, can act as havens as the market seeks a new equilibrium in rates and greater clarity on the profile of the global growth slowdown. 



8   ASSET ALLOCATION COMMITTEE OUTLOOK 4Q 2023

UP FOR DEBATE: DO WE NEED A “TECHNICAL” RECESSION TO GET A  
“RECESSIONARY” MARKET CORRECTION?

The consensus on the AAC this quarter was for a relatvely mild 
“soft landing” in the U.S., in line with our thesis that the more 
the slowdown is delayed, the milder it is likely to be. Most 
Committee members feel that a technical recession—two 
consecutive quarters of negative GDP growth—looks unlikely 
absent a shock leading to a collapse in investment spending or 
consumer spending. 

Some were less assured, however. They observed that most hard 
landings look like a soft landing just before they happen: one 
month before the onset of every U.S. recession since 1948, year-
over-year GDP growth has been at least 1.4% and as high as 5.4%. 
They add that GDP can be misleading on the eve of a recession, 
and prefer alternative measures such as the Federal Reserve Bank 
of Philadelphia’s “GDPPlus,” which combines GDP with Gross 
Domestic Income (GDI), thereby tracking the income received by 
economic agents as well as the value of the things they produce. At 
the end of second quarter, the year-on-year growth of real GDPPlus 
had dropped to a level historically associated with a recession. 

Even if the U.S. escapes a full, technical “economic recession” 
(in which we see declining activity across industries, rising 
unemployment, falling incomes, weaker consumer spending and 
reduced business investment), it still seems likely to endure an 
“earnings recession” (where the effect is predominantly felt in 
the corporate sector). 

To put that in context for investors, since 1945, there have been 
13 economic recessions in the U.S. but 18 earnings recessions—
and during those periods, S&P 500 earnings declined by as little 
as 3% from their peak to as much as 39%. 

The level of interest rates makes a difference here, potentially 
creating a vicious cycle. By June of this year, the nominal Fed 
Funds Rate was not only higher than U.S. nominal GDP growth, 
but also higher than S&P 500 revenue growth: if the cost of 
finance is higher than the rate of revenue growth, investment is 
disincentivized and shrinking sales tend to be around the corner. 
The situation is notably worse among smaller U.S. companies: 
according to the National Federation of Independent Business 
(NFIB), 14% more small companies reported shrinking revenues 
in the three months to the end of August than the number that 
reported gains—a deterioration exceeded only twice in 49 years, 
both times during recessions.

The more bearish members of the Committee point to signs of 
weakness in equity market pricing. There was a lot of improved 
earnings guidance given during the last U.S. reporting season, 
but investors tended to price that guidance skeptically. Large 
caps are outperforming small caps across all style buckets, while 
growth has recently been outperforming value and the banking 
and materials sectors have underperformed for some time—
patterns more consistent with slowing than with accelerating or 
stabilizing economic growth. Nonetheless, they remain worried 
that even an earnings recession remains to be fully priced in, let 
alone a full-blown economic recession.

Caution is the watchword for all AAC members this quarter, and 
everyone agrees on the favorable view on quality and large caps. 
We all see a slowdown ahead. At the margins, however, views err 
on the side of still more caution, particularly given current equity 
market valuations. 

“GDPPLUS” IS APPROACHING A LEVEL HISTORICALLY ASSOCIATED WITH RECESSIONS
Federal Reserve Bank of Philadelphia U.S. GDPPlus, year-on-year growth, and NBER-defined U.S. recessions

Source: Federal Reserve Bank of Philadelphia, FactSet, National Bureau of Economic Research, Neuberger Berman. Data as of August 31, 2023. 
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UP FOR DEBATE: WILL CURRENT HIGH YIELD SPREADS PROTECT INVESTORS 
IN A GROWTH SLOWDOWN?

The AAC’s central economic scenario for developed markets in 
2024 is that real growth will slow (perhaps to recessionary levels 
in Europe and just above in the U.S.), but inflation will remain 
above central bank targets, policy rates will therefore remain 
high and longer-dated rates will continue to climb as markets 
increasingly worry about debt affordability and sustainability. 

For corporate borrowers, in particular, high policy rates for longer 
mean that the “maturity wall”—the point at which a high 
proportion of current debt will need to be rolled over, which was, 
of course, already getting closer and closer—is now more likely 
to coincide with this period of high refinancing costs. 

We think this may be the trigger for a pick-up in defaults. Having 
recently updated its default assumptions for this cycle, our Fixed 
Income team now expects them to rise above the long-term 
average for high yield issuers and up to the long-term average 
on loans. Moreover, the public default rate will understate the 
stress: a significantly higher proportion of corporate borrowing 
has happened in private markets since the global financial crisis, 
and here, defaults will be less visible and restructurings will 
take place out of the limelight and involve a limited number of 
parties—this is the basis for our interest in the opportunity set 
for capital solutions like preferred or structured equity. 

Despite this outlook, high yield spreads are below their long-run 
averages. At the market level, these spreads do not appear wide 
enough to compensate for the risk coming over the horizon in 2024. 

An important reason for that is technical. The high yield market 
is once again living up to its name: many investors have been 
buying yield rather than spread, and that has kept spreads 

unexpectedly tight through 2023. We expect those technical 
dynamics to persist into next year, potentially muting spread 
volatility to some extent.

But there are also fundamental reasons behind the AAC’s 
decision to remain neutral in its view on high yield rather than 
move to an underweight view. 

While real GDP growth may decline next year, above-target 
inflation would compensate by keeping nominal growth relatively 
high for this part of the cycle—and nominal growth is the basis 
for corporate earnings. The caveat is that sticky inflation will 
continue to be a challenge to businesses that are less able to 
protect margins from higher interest, labor and input costs. 

We think that will result in an idiosyncratic rather than 
systemic pattern of stress and defaults, with companies that 
have refinanced for longer at lower rates, and with the ability 
to sustain or grow margins in the face of sticky inflation and 
slowing growth, coping relatively well and being rewarded with 
stability in their spreads. Already we see that 25% of defaulters 
have been serial defaulters—businesses that have shown 
weakness for some time. We therefore think current spreads do 
provide a buffer for investors who remain long the strong and 
short the weak. 

The AAC is also starting to consider what happens once the 
credit cycle has turned. If the default rate rises up to or above its 
long-term average on a significantly larger dollar amount of debt 
than in previous cycles, that would imply a proportionately larger 
opportunity set of deep value opportunities for distressed debt and 
special situations strategies, as well as providers of capital solutions. 

YIELD IS HIGH, BUT HIGH YIELD SPREADS REMAIN BELOW LONG-RUN AVERAGES 
ICE BoA Global High Yield Index, option adjusted spread over U.S. Treasuries

Source: FactSet, Neuberger Berman. Data as of September 25, 2023. 
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EQUITIES
U.S. EQUITIES   Current view: Neutral   |   Move from last quarter  

We remain cautious on equities over the 12- to 18-month horizon and favor quality exposures and large caps over small caps: 
the longer a U.S. slowdown is delayed, the milder it is likely to be, but we still expect it to come. Valuations also inform against an 
overweight. 

We prefer the U.S. over European and emerging markets.   

NON-U.S. DEVELOPED MARKET EQUITIES   Current view: Neutral   |   Move from last quarter  

We remain cautious on equities over the 12- to 18-month horizon and favor quality exposures.

We see growing signs of a slowdown in Europe, but retain our more favorable view on Japan, due to attractive valuations, a 
structural turn to more shareholder-responsive governance structures and culture, and the Bank of Japan’s gradualist approach to 
policy normalization.

EMERGING MARKETS EQUITIES   Current view: Neutral   |   Move from last quarter  

We favor India’s market over China’s, as we believe current high valuations are still justified by the prospect of organic growth set 
against the broader global slowdown. 

FIXED INCOME
INVESTMENT GRADE FIXED INCOME    Current view: Overweight   |   Move from last quarter     

We maintain our overweight view on U.S. TIPS and investment grade corporates, and continue to favor the short end of the curve 
(including cash).

That said, adjustments in yield curves mean we now see attractive valuations between the two- to seven-year points (while 
remaining cautious on longer-dated bonds on debt sustainability concerns). 

Corporate spreads are now quite tight, and we see the most attractive opportunities in mortgages and securitized credit.

NON-U.S. DEVELOPED MARKET BONDS    Current view: Underweight   |   Move from last quarter     

Hawkishness at the European Central Bank has pushed yields to more attractive levels, especially in the two- to seven-year part 
of the curve, but high economic uncertainty in Europe, caution on Japanese government bonds and longer-dated bonds in general 
inform against moving to a more neutral view.

HIGH YIELD CORPORATES    Current view: Neutral   |   Move from last quarter  

Our outlook for credit stresses remains mild and idiosyncratic rather than systemic. 

That said, we think that when credit spreads fall meaningfully below 500 basis points, they no longer compensate for those 
potential stresses: investors buying yield have kept spreads tighter, in many cases, than fundamentals warrant.  

EMERGING MARKETS DEBT    Current view: Neutral   |   Move from last quarter  

Valuations have become less attractive in hard currency markets, local currency markets face slowing-growth and dollar-strength 
headwinds and while rates are high, there is downside risk as long as global yields remain in disequilibrium. 

Within the asset class we favor sovereigns over corporates and Latin America over other regions. 
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REAL AND ALTERNATIVE ASSETS
COMMODITIES    Current view: Neutral   |   Move from last quarter  

While the long-term supply-and-demand characteristics remain favorable, we think the movement to a market that is trading growth rather 
than inflation is less positive over the medium term, especially given disappointment at China’s growth and stimulus efforts so far.

HEDGED STRATEGIES    Current view: Overweight   |   Move from last quarter    

During the ongoing economic slowdown, we see a growing role for alternative investments that have tended to exhibit uncorrelated 
returns, mitigate the volatility of traditional asset classes or take advantage of that volatility; and a growing role for active 
management, in general. 

We favor strategies that are fundamentally uncorrelated (such as insurance-linked strategies, where we now also see attractive 
value) or seek to harvest a volatility premium (such as option putwrite strategies), or take advantage of global macro or short-term 
trading opportunities.

PRIVATE EQUITY    Current view: Overweight   |   Move from last quarter   

New commitments to vintages raised at the turn of cycles and the start of economic and market downturns have historically 
performed well, largely due to their investments being made while equity valuations decline.

We see the most attractive current opportunities in secondaries and co-investments, where the rewards for being a liquidity provider 
appear outsized as traditional avenues to liquidity are more constrained: transaction activity shows signs of picking up, pointing to a 
potential shift in this opportunity set over the next two quarters. 

PRIVATE DEBT    Current view: Overweight   |   Move from last quarter   

Risk-adjusted yields remain very attractive, but signs of a re-opening in the syndicated loan market point to a potential rise in 
competition for deals over the coming quarters.  

REAL ESTATE    Current view: Neutral   |   Move from last quarter  

Conditions remain volatile, but higher interest rates and uncertainty about the office sector is creating value opportunities for 
liquidity providers in public REITs and private real estate secondaries, and there may be value to come in primary private markets.

More structurally, we believe post-pandemic growth dynamics will continue to support key sectors such as data centers, warehouses, 
industrial and multi-family residential. 
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CURRENCIES
USD    Current view: Overweight   |   Move from last quarter  

While the USD is still overvalued based on purchasing power parity (PPP) metrics, it is no longer expensive relative to interest rate 
differentials. U.S. economic data has surprised to the upside while Europe and China have been disappointing, and the USD tends to 
benefit from risk aversion and global growth slowdowns. 

EUR    Current view: Neutral   |   Move from last quarter  

The EUR remains undervalued and the European Central Bank remains hawkish in pursuit of its inflation target, but Germany is 
dragging on Europe’s manufacturing economy and it is likely we are nearing the end of this cycle’s rate hikes. 

JPY    Current view: Overweight   |   Move from last quarter  

The JPY still appears very undervalued, even after the Bank of Japan’s adjustments to yield curve control and the reappearance of 
inflation. Japanese investors are still buying overseas assets, Japan’s growth remains modest and the central bank appears unwilling 
to act aggressively, but we still think there is more policy adjustment to come.

GBP    Current view: Underweight   |   Move from last quarter  

Despite being undervalued in terms of PPP and interest rate differentials, and supported by recent economic data coming in better 
than expected, stagflation concerns are elevated as the Bank of England continues to quantitatively tighten, and housing markets 
are exhibiting some weakness. 

CHF    Current view: Underweight   |   Move from last quarter  

While Switzerland has a positive current account balance, the CHF is still very overvalued on PPP metrics and the Swiss National Bank 
has been less hawkish than its peers as inflation data has not exceeded expectations. As one of the most attractive carry-trade funding 
currencies, rising global yields are likely to press on the currency’s valuation. 
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TThis material is provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to 
buy, sell or hold a security. This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a 
recommendation, investment advice or a suggestion to engage in or refrain from any investment-related course of action. Neuberger Berman is not providing this 
material in a fiduciary capacity and has a financial interest in the sale of its products and services. Neuberger Berman, as well as its employees, does not provide 
tax or legal advice. You should consult your accountant, tax adviser and/or attorney for advice concerning your particular circumstances. Information is obtained 
from sources deemed reliable, but there is no representation or warranty as to its accuracy, completeness or reliability. All information is current as of the date of 
this material and is subject to change without notice. Any views or opinions expressed may not reflect those of the firm as a whole. Neuberger Berman products 
and services may not be available in all jurisdictions or to all client types. Investing entails risks, including possible loss of principal. Investments in hedge funds and 
private equity are speculative and involve a higher degree of risk than more traditional investments. Investments in hedge funds and private equity are intended 
for sophisticated investors only. Indexes are unmanaged and are not available for direct investment. Past performance is no guarantee of future results.

The views expressed herein are generally those of Neuberger Berman’s Asset Allocation Committee, which comprises professionals across multiple disciplines, 
including equity and fixed income strategists and portfolio managers. The Asset Allocation Committee reviews and sets long-term asset allocation models, 
establishes preferred near-term tactical asset class allocations and, upon request, reviews asset allocations for large, diversified mandates and makes client-
specific asset allocation recommendations. The views and recommendations of the Asset Allocation Committee may not reflect the views of the firm as a whole, 
and Neuberger Berman advisors and portfolio managers may recommend or take contrary positions to the views and recommendations of the Asset Allocation 
Committee. The Asset Allocation Committee views do not constitute a prediction or projection of future events or future market behavior. This material may include 
estimates, outlooks, projections and other “forward-looking statements.” Due to a variety of factors, actual events or market behavior may differ significantly from 
any views expressed.

The duration and characteristics of past market/economic cycles and market behavior, including any bull/bear markets, is no indication of the duration and 
characteristics of any current or future be market/economic cycles or behavior. Nothing herein constitutes a prediction or projection of future events or future market 
behavior. Due to a variety of factors, actual events or market behavior may differ significantly from any views expressed or any historical results.

A bond’s value may fluctuate based on interest rates, market conditions, credit quality and other factors. You may have a gain or a loss if you sell your bonds prior 
to maturity. Of course, bonds are subject to the credit risk of the issuer. If sold prior to maturity, municipal securities are subject to gain/losses based on the level of 
interest rates, market conditions and the credit quality of the issuer. Income may be subject to the alternative minimum tax (AMT) and/or state and local taxes, based 
on the investor’s state of residence. High-yield bonds, also known as “junk bonds,” are considered speculative and carry a greater risk of default than investment-
grade bonds. Their market value tends to be more volatile than investment-grade bonds and may fluctuate based on interest rates, market conditions, credit quality, 
political events, currency devaluation and other factors. High yield bonds are not suitable for all investors and the risks of these bonds should be weighed against 
the potential rewards. Neither Neuberger Berman nor its employees provide tax or legal advice. You should contact a tax advisor regarding the suitability of tax-
exempt investments in your portfolio. Government bonds and Treasury bills are backed by the full faith and credit of the United States Government as to the timely 
payment of principal and interest. Investing in the stocks of even the largest companies involves all the risks of stock market investing, including the risk that they 
may lose value due to overall market or economic conditions. Small- and mid-capitalization stocks are more vulnerable to financial risks and other risks than stocks 
of larger companies. They also trade less frequently and in lower volume than larger company stocks, so their market prices tend to be more volatile. Investing 
in foreign securities involves greater risks than investing in securities of U.S. issuers, including currency fluctuations, interest rates, potential political instability, 
restrictions on foreign investors, less regulation and less market liquidity. The sale or purchase of commodities is usually carried out through futures contracts or 
options on futures, which involve significant risks, such as volatility in price, high leverage and illiquidity. 

Index Definitions

The ICE BofAML Global High Yield Index tracks the performance of of USD, CAD, GBP and EUR denominated below investment grade, but not in default, 
corporate debt publicly issued in the major domestic or Eurobond markets, and includes issues with a credit rating of BBB or below, as rated by Moody’s and S&P.

This material is being issued on a limited basis through various global subsidiaries and affiliates of Neuberger Berman Group LLC. Please visit www.nb.com/
disclosure-global-communications for the specific entities and jurisdictional limitations and restrictions.

The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.
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