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Coming out of the September FOMC meeting, U.S. Federal Reserve Chairman
Jerome Powell hinted at one more hike in 2023, signaling that the Fed may be
nearing the end of its inflation-fighting tightening campaign. While business
cycles are normal features of the economy, this pandemic-induced one has been
anything but normal.

The reshuffling of labour markets and supply chains have made it very difficult
for monetary policy on its own to curb prices. Worker shortages and the lingering
effects of the Great Resignation have kept wages high and unemployment low.

Al stocks may defy the cycle but face a big downside if recession fears burst the
bubble. We see a likely chance of a mild downturn in the U.S. economy in 2024,
but understand the unusual market complicates the soft-landing vs. recession
debate.

Across other regions, the outlook is similarly mixed. While European stocks have
performed strongly, they may face new challenges as the European Central Bank
keeps rates higher for longer, tightening into a slowdown. The UK economy
continues to track sideways and even though large-cap UK stocks offer value, they
face headwinds from weak sectors. Meanwhile, China’s debt and property woes
have worsened, with the government showing little signs of coming to the rescue.
Australia is a bright spot, where even as the economy slows, we think recession
risks are lower, given that the Reserve Bank of Australia’s monetary policy is less
restrictive.

As we approach the end of yet another unprecedented year, Andrew Pease,
our Global Head of Investment Strategy, and his team offer some clarity to help
investors navigate these uncertain times.

Kate El-Hillow
President & Chief Investment Officer
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It would be unprecedented to avoid recession after more than 500
basis points of Fed tightening, but not impossible.

Andrew Pease, Global Head of Investment Strategy
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Sahm Rule demonstrates a narrow path for the Fed to avoid recession
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Source: LSEG DataStream,
as of August 15, 2023.
Sahm rule indicates a
recession when the 3-month
moving average of the
unemployment rate rises

2000 2010 2020 by 0.5 percentage points
relative to the low of the
....... Sahm rule trigger at 0.5% preViOUS 12 months.
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It is likely that U.S. unemployment will need to rise above 4% for
the inflation rate to decline to the Fed’s 2% target.

Andrew Pease
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There are reasons to expect China can outperform some of the
more pessimistic medium-term projections.

Andrew Pease
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Composite contrarian indicator: Investor sentiment moves from overbought in July to
broadly neutral

Source: Russell
Investments. Last
observation is -0.35
Standard Deviations,
as of September Il,
2023.

The Composite
Contrarian Indicator
for investor sentiment
is measured in
standard deviations
above or below a
neutral level.

Oversold

Overbought

Positive numeric
scores correspond
to signs of investor
pessimism, while

2018 2019 2020 2021 2022 2023 negative numeric
scores correspond
Panic Euphoria to signs of investor
.................................................................. optimism.
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Asset performance since the beginning of 2023
]

NASDAQ ($)

Japan Topix (¥)

MSCI World Growth (L)

S&P 500 ($)

MSCI All-Country World ($)
MSCI EMU (€)

S&P/TSX (CS)

MSCI World Value (L)

U.S. small-cap Russell 2000 ($)
Global High Yield Bonds ($)
FTSE 100 (f)

ASX 200 (AS)

Gold ($)

MSCI Emerging Equities ($)
Bloomberg Global Treasury hedged ($)
Global Corporate Bonds ($)
U.S. Dollar Index DXY ($)
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Bloomberg Commodities Index ($)
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Source: LSEG
DataStream, as of
September 14, 2023.
EMU refers to the
European Economic &
Monetary Union.

Economic data surprises indices are near peak levels and suggest
that data could soon disappoint and support bonds.

Andrew Pease
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IMPORTANT INFORMATION

The views in this Global Market Outlook report are subject to
change at any time based upon market or other conditions and
are current as of 25 September 2023.

Unless otherwise specified, Russell Investments is the source
of all data. All information contained in this material is current

at the time of issue and, to the best of our knowledge, accurate.

Any opinion expressed is that of Russell Investments, is not a
statement of fact, is subject to change and does not constitute
investment advice. The information, analyses and opinions set
forth herein are intended to serve as general information only
and should not be relied upon by any individual or entity as
advice or recommendations specific to that individual or entity.
Anyone using this material should consult with their own
attorney, accountant, financial or tax adviser or consultants on
whom they rely for advice specific to their own circumstances.

This material is not an offer, solicitation or recommendation
to purchase any security. Nothing contained in this material
is intended to constitute legal, tax, securities, or investment
advice, nor an opinion regarding the appropriateness of any
investment, nor a solicitation of any type. These views are
subject to change at any time based upon market or other

conditions and are current as of the date at the top of the page.
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This material is proprietary and may not be reproduced,
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transferred, or distributed in any form without prior written
permission from Russell Investments. It is delivered on an “as
is” basis without warranty.

The information contained herein has been obtained from
sources that we believe to be reliable, but its accuracy

and completeness are not guaranteed. You can contact

us by telephone on +82-2-6137-6900. Russell Investment
Tujajamun Chusik Hoesa (Russell Investments Korea
Limited), Registration no. 110111-4653047, of 19 Floor 10,
Gukjegeumyung-ro, Yeongdeungpo-gu, Seoul, Korea 07326
holds a discretionary investment management and investment
advisory license issued by the Financial Supervisory Service
in Korea. Russell Investments’ ownership is composed of
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with minority stakes held by funds managed by Reverence
Capital Partners and Russell Investments’ management. Frank
Russell Company is the owner of the Russell trademarks
contained in this material and all trademark rights related to
the Russell trademarks, which the members of the Russell
Investments group of companies are permitted to use under
license from Frank Russell Company. The members of the
Russell Investments group ofcompanies are not affiliated in any
manner with Frank Russell Company or any entity operating
under the “FTSE RUSSELL” brand.
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