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2023 Investment Framework 
This is Putnam’s annual investment framework from our Capital Market Strategies team. We monitor four 

critical building blocks as we think about our outlook: (click below to select a section)  

ECONOMY 

• Our 2023 U.S. real GDP forecast calls for economic growth in the range of 0% to 1%.  We expect a mild 

recession in 2023.  

• Our 2023 European real GDP forecast calls for economic growth in the range of 0% to -1%. We expect a 
recession in 2023.  

• Our 2023 Emerging Market real GDP forecast calls for economic growth in the range of 3% to 4%.  We are 
constructive here for long-term investors. 

• We expect the terminal Federal Funds rate to finish 2023 in the range of 4.75% - 5.00%. 

• We expect the U-3 Unemployment rate to move toward 4% throughout the year.  

• We expect the U.S. dollar to weaken. 

• We expect U.S. core PCE to moderate and finish the year around 3.25%. The chart below shows the latest 

core PCE reading of 4.98%: 

 
Source:  Bloomberg Finance L.P.  Used with permission from Bloomberg Finance L.P. 

ECONOMY MARKETS RISKS OPPORTUNITIES 
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MARKETS 

Equities 

• Our price target for the S&P 500 is 4100 by year end.  We expect core inflation to moderate, economic 
growth to moderate, and earnings estimates to degrade further.  We believe an earnings recession is 

possible. 

• We believe that growth will generate alpha relative to value. 

• We believe that large capitalization stocks will outperform small capitalization stocks.  

• At the factor level, we favor quality, positive earnings estimate revision, growth at a reasonable price, and 

strong balance sheets.  

• We favor the following industries:  Financial, Healthcare, Energy, Technology, and Consumer 
Discretionary.  

• The consensus earnings estimate for 2023 is $225.00.  We expect earnings estimates to be reduced going 

forward. See the table below:  

 
Source: Bloomberg Finance L.P. Used with permission of Bloomberg Finance L.P. 

• Our primary concerns are centered on earnings degradation and the pace of inflation moderation.  

Fixed income 

• Our median forecast for the yield on the 10-year U.S. Treasury is 3.75% by year end.  

• We expect the federal funds rate to finish 2023 in the range of 4.75% - 5.00%. 

• We believe the US dollar highs have likely been reached already and expect it to be range bound, as the 
Fed slows the pace of rate hikes during the first half of the year.    

• Within corporate credit, we believe investment-grade spreads will be mostly stable in 2023 with a slight 
bias to tighten.  Conversely, we believe high-yield spreads have a slight bias to widen during the year, as 

high inflation, geopolitical impacts on energy supplies and central bank tightening could be challenging 

for both fundamentals and technicals.  The chart below shows the spread of the J.P. Morgan Developed 
High Yield Index over the past 5 years. 
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Source: Bloomberg Finance L.P. Used with permission of Bloomberg Finance L.P. 

• Within mortgage credit, we continue to find value in commercial mortgages as the U.S. economy 
continues to open for travel, office use and retail spending.  Within residential credit, we believe it’s likely 
that we begin to see modest price depreciation in 2023, in the face of affordability pressures on the 

demand side amid a gradual increase in supply. 

• Emerging market debt will most likely continue to be meaningfully impacted by challenging economic 

conditions.  However, there have been some positive developments including easing restrictions in China 

and resilient growth broadly, and valuations overall appear attractive particularly in countries that are less 
directly affected by geopolitical turmoil and policy risks. 

• Prepayment sensitive assets such as CMO IOs appear attractively valued as prepayment speeds should 

continue to slow, given elevated mortgage rates and softening home prices. 

• We believe municipal bonds continue to be a high-quality, diversifying investment option especially to 
equities, and spreads are poised to tighten as fundamentals remain strong and valuations continue to 

look attractive. 

Risks and Opportunities 

• We believe risk is centered on the rate of inflation moderation, the magnitude of earnings degradation, as 

well as the pace of economic growth. 

• We believe the best opportunities will be found in U.S.  large capitalization, high quality companies with a 

growth bias.  We are constructive on Emerging Market equities. We are constructive on municipal bonds. 
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The views and opinions expressed are those of the authors, are subject to change with market conditions and 

are not meant as investment advice. 

Putnam Retail Management  
100 Federal Street 

Boston, MA 02110 

For informational purposes only. Not an investment recommendation. 

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively 

“Bloomberg”). Bloomberg or Bloomberg’s licensors own all proprietary rights in the Bloomberg Indices. Neither 
Bloomberg nor Bloomberg’s licensors approve or endorse this material, or guarantee the accuracy or 

completeness of any information herein, or make any warranty, express or implied, as to the results to be 

obtained therefrom, and to the maximum extent allowed by law, neither shall have any liability or responsibility 
for injury or damages arising in connection therewith. 

This email may contain an advertisement, is for the intended recipient only, and is not meant to be forwarded 

or distributed in any other format. It is not intended as an offer or solicitation for the purchase or sale of any 

financial instrument, or security, or as an official confirmation of any transaction. Putnam does not accept 
purchase or redemptions of securities, instructions, or authorizations that are sent via email. All market prices, 

data, and other information are not warranted as to completeness or accuracy and are subject to change 
without notice. Any comments or statements made herein do not necessarily reflect those of Putnam 
Investments and its subsidiaries and affiliates. 

If you do not wish to receive future news, announcements, or product updates from Putnam Investments via 
email, please reply to this email with “UNSUBSCRIBE” in the Subject line or call Putnam at 1-800-354-4000 
and ask to have your name deleted from our mailing list. We will make the change to our records within 10 

days. 

Not FDIC Insured 
May Lose Value 

No Bank Guarantee 

Your clients should carefully consider the investment objective, risks, charges, and expenses of a fund before 

investing. For a prospectus, or summary prospectus if available, containing this and other information for any 

Putnam fund or product, call the Putnam Client Engagement Center at 1-800-354-4000. Your clients should read 
the prospectus carefully before investing. 
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