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Expect continued volatility
“Jobs 1, 2, and 3 for the Fed are inflation,” Camp says. “We were not buyers of 
the Fed ‘pivot’ interpretation after July’s FOMC meeting. With Inflation near multi-
decade highs and the labor market showing very little weakness, the Fed has 
cover to continue with supersized hikes. After yesterday’s press conference, there 
should be little doubt in the Fed’s resolve to squash inflation.”

The committee has now acknowledged that unemployment will likely rise from 
3.7% to 4.4% as the Fed battles inflation. A move of this magnitude has always 
resulted in a recession. “This is a departure from central bank behavior in the 
post-Global Financial Crisis era,” Camp says. “The Fed and other global central 
banks are no longer the provider of accommodation and liquidity at the first sign 
of stress. We expect volatility to continue as the market realizes this change in 
central bank behavior.”

Camp’s team sees the yield curve continuing to flatten and invert, a phenomenon 
caused by short-term rates moving higher than long-term rates. “With growth 
concerns continuing to mount, we believe we’re in a peaking process for yields 
on long-term bonds like the 10-year. Short-term rates will continue to move 
higher as the Fed continues to hike. The Fed needs the fed funds rate to have a 
positive real yield in order to be sufficiently restrictive. That means we’re roughly 
halfway through this tightening cycle. Considering the Fed’s tools are blunt and 
function with a lag, we see an economic slowdown materializing in early 2023.”
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The most generous yields in a decade
With the sharp jump in yields across the curve, Camp says his team is finding 
value in bonds.

“We’ve been tactically underweight bonds in our multi-asset programs for the 
better part of the last 18 months,” he says. “Yields today for both taxable and tax-
exempt debt are more generous than any other point in the last decade. The yield 
on the 2-year U.S. Treasury is at its highest in 15 years. The weak macroeconomic 
backdrop also provides the potential for price returns in addition to coupons. For 
these reasons, we have been shifting our multi-asset portfolios in favor of bonds 
in recent months. For investors who are underweight fixed income, we’re finding 
value at these levels.”  

Watch wage growth
Given the central bank’s concerns about inflation becoming too entrenched, Camp 
expects similar-sized moves from the Fed to round out the year, with the most 
likely path for November and December bringing rate increases of 75 basis points 
and 50 basis points, respectively.

The key variable to monitor moving forward is wage inflation, says Camp. “Wage 
growth drives demand and bleeds into stickier forms of inflation such as housing,” 
he says. “Wage growth will be a critical driver of Fed policy moving forward.”

INFLATION has turned central bank policy away from market accommodation 
The U.S. Federal Reserve capped the sixth Federal Open Market Committee (FOMC) meeting of 2022 with its third consecutive 
75-basis point interest rate hike. While capital markets had priced in an increase of this magnitude, they were spooked by the Fed’s 
updated summary of economic projections (SEP) and forecast for the terminal federal funds rate. The Fed reduced its forecast for 
growth in real gross domestic product (GDP) of 0.2% in 2022, down from the 1.7% projection in June. The Fed’s projection for the 
terminal fed funds rate increased from 4.4% to 4.6%. 

This should be no surprise, says James Camp, CFA, Eagle Asset Management’s Managing Director of Fixed Income and Strategic 
Income, since the Fed must slow demand to prevent inflation from becoming too entrenched in the economy.

About Eagle Asset Management
Eagle Asset Management is built on the cornerstones of intelligence, experience, and conviction, driven by research and active portfolio managers. Our long-
tenured investment teams manage a diverse suite of fundamental equity and fixed income strategies designed to meet the long-term goals of institutional and 
individual investors. Our teams have the autonomy to pursue investment decisions guided by their individual philosophies and strategies.

About Carillon Tower Advisers

Carillon Tower Advisers is a global asset management company that combines the exceptional insight and agility of individual investment teams with the 
strength and stability of a full-service firm. Together with our partner affiliates – Chartwell Investment Partners, ClariVest Asset Management, Cougar Global 
Investments, Eagle Asset Management, Reams Asset Management (a division of Scout Investments) and Scout Investments – we offer a range of investment 
strategies and asset classes, each with a focus on risk-adjusted returns and alpha generation. Carillon believes providing a lineup of institutional-class portfolio 
managers – spanning a wide range of disciplines and investing vehicles – is the best way to help investors seek their long-term financial goals.



Risk Considerations

Investing involves risk, including risk of loss. 

Diversification does not ensure a profit or guarantee against loss. 

Investing in bonds involves risks that may adversely affect the value of your investment such as inflation risk, credit risk, call risk, interest rate risk, and liquidity risk, among others. The two most prominent factors 

are interest rate movements and the credit worthiness of the bond issuer. Investors should pay careful attention to the types of fixed income securities that comprise their portfolios and remember that, as with all 

investments, there is the risk of loss of capital. 

Disclosure

Index or benchmark performance presented in this document does not reflect the deduction of advisory fees, transaction charges, or other expenses, which would reduce performance. Indexes are unmanaged. It is not 

possible to invest directly in an index. Any investor who attempts to mimic the performance of an index would incur fees and expenses which would reduce return. 

This document is a general communication being provided for informational purposes only. It is educational in nature and not designed to be taken as advice or a recommendation for any specific investment product, 

strategy, plan feature, or other purpose in any jurisdiction, nor is it a commitment from Carillon Tower Advisers or any of its affiliates to participate in any of the transactions mentioned herein. Any examples used are 

generic, hypothetical, and for illustration purposes only. This material does not contain sufficient information to support an investment decision, and it should not be relied upon by you in evaluating the merits of investing 

in any securities or products. In addition, users should make an independent assessment of the legal, regulatory, tax, credit, and accounting implications and make determinations together with their own professionals 

in those fields. Any forecasts, figures, opinions, or investment techniques and strategies set out are for information purposes only, based on certain assumptions and current market conditions, and are subject to change 

without prior notice. All information presented herein is considered to be accurate at the time of production, but no warranty of accuracy is given and no liability in respect of any error or omission is accepted. It should 

be noted that investment involves risks, the value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements, and investors may not get back the full amount 

invested. Both past performance and yields are not reliable indicators of current and future results.

Past performance does not guarantee or indicate future results. No inference should be drawn by present or prospective clients that managed accounts will achieve similar performance in the future. Investment 

in a portfolio, investment manager or security should not be based on past performance alone. Because accounts are individually managed, returns for separate accounts may be higher or lower than the average 

performance stated. Individual portfolio/performance results may vary due to market conditions, trading costs and certain other factors, which may be unique to each account. There is no guarantee that these 

investment strategies will work under all market conditions, and each investor should evaluate their ability to invest for the long term, especially during periods of downturn in the market. Investing in equities may result 

in a loss of capital. Investing involves risk and you may incur a profit or a loss. Investment returns and principal value will fluctuate so that an investor’s portfolio, when redeemed, may be worth more or less than their 

original cost. 

This information is not intended to serve as investment, tax, legal, or accounting advice. It should not be considered a recommendation to engage in or refrain from taking a particular course of action and is not an 

endorsement, recommendation, or sponsorship of any securities, services, or other investment property. It has been prepared for informational purposes only, and you should consult your own investment, tax, legal, and/

or accounting professionals before engaging in any transaction. Any discussion of tax matters contained herein is not intended or written to be used, and cannot be used, for the purpose of avoiding any penalties that 

may be imposed under federal tax laws. The opinions expressed are those of the author(s) and do not necessarily reflect the views of the firm, its clients, or any of its or their respective affiliates. Views expressed are as 

of the date indicated and may change based on market and other conditions. The accuracy of the content and its relevance to your particular circumstances is not guaranteed.

Definitions

Basis points (bps) are measurements used in discussions of interest rates and other percentages in finance. One basis point is equal to 1/100th of 1%, or 0.01%. 

The federal funds rate is the target interest rate set by the Federal Open Market Committee of the U.S. Federal Reserve. The target is the Fed’s suggested rate for commercial banks to borrow and lend their excess 

reserves to each other overnight.

Real gross domestic product (GDP) is nominal GDP adjusted for inflation. Nominal GDP is the total value of all goods and services produced in a specified time period, typically quarterly or yearly.

A yield curve is a line that plots yields (interest rates) of bonds having equal credit quality but differing maturity dates. The slope of the yield curve gives an idea of future interest rate changes and economic activity. 

Investors and market analysts watch certain yield curves for signs of inversion, when yields for longer-term debt instruments fall below yields on short-term debt with the same credit quality. Inversions are watched as 

potential signs of a weakening economy and in certain cases, a harbinger of recessions.
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Contact us at 1.800.237.3101 or visit eagleasset.com
to learn more about Eagle’s fixed income strategies 


