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Macro 
Matters
Macro Matters provides a concise, comprehensive look at 
macroeconomic themes that matter to clients.

Another one and done?
BY ALLSPRING GLOBAL INVESTMENTS

Growth: More hurt on the horizon

Economic data available is pre–bank failures. Any fallout 
from the mini financial crisis of mid-March will not show up 
in the data until this summer. It is still too soon to see lending 
standards rise, credit availability dry up, or economic growth 
slow. However, January’s big bounce in activity has been 
fading quickly. A good base-case scenario for the economy is 
that it is on course for a slow slide into a shallow recession.

Inflation: Slowing but not fast enough

Energy prices are on the rise again with the Organization of 
the Petroleum Exporting Countries (OPEC’s) decision to cut 
output. Weaker economic growth could eventually be a drag on 
energy prices, making any sudden resurgence in energy price 
inflation temporary. A weaker dollar means the downward trend 
in goods price inflation may be finding a bottom—at least in the 
U.S. Wage growth has not fed into services price inflation and 
services inflation is slowing, but there’s still a lot of distance to 
cover to get to the Federal Reserve’s (Fed’s) inflation target.

Key takeaways

01 Growth: Retail sales and manufacturing are set
 to suffer more. 

02 Inflation: Services inflation is set to slow but
 not fast enough.

03 Rates: The next Fed meeting will be a battle between
“the several” and “the some.”

Rates: Showdown of the several versus the some

Minutes from the March Federal Open Market Committee 
(FOMC) meeting noted several officials urging for flexibility; 
some would have pushed for a bigger rate hike were it not for 
the bank failures in March. At the upcoming FOMC meeting 
on May 2 and 3, there will likely be a vigorous debate between 
the several who want a pause and the some who want to plow 
ahead with more hikes. Quantitatively, several is greater than 
some, so a “hawkish hold” might be a good base-case scenario, 
but the market is pricing a hike in as a near certainty. May is a 
maybe, not a definitely.
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U.S. dollar

Credit spreads

Interest rates

Bond yield curve

Broad allocation

Equities

Direction of overweight

Current month’s positioning
Previous month’s positioning

Stronger Weaker

NarrowerWider

Flatter Steeper

U.S. International

Defensive Cyclical

HigherLower

Global bonds Global equities

Developed markets Emerging markets

For illustrative purposes only.
Source: Allspring Systematic Edge–Multi-Asset, based on the team’s 
analysis of current data and trends for each category of assets

Sources: Allspring and Bloomberg monthly data from December 2021 through March 2023

IMPLICATIONS FOR FIXED INCOME  

Fixed income is for income. The long dearth of income has finally 
given way to an abundance of income opportunities. But not all 
income is created equal. Different bonds have different interest 
rate and credit risks. While there is more income on offer in the 
credit markets compared with the government bond market, 
risk/reward appears to be about average rather than generous. 
We would like the risk compensation to be a bit richer to reflect 
recession risks. 

IMPLICATIONS FOR EQUITIES

The excitement of a possible soft landing for the economy quickly 
gave way to the anxiety of a looming financial crisis. Recession 
fears coupled with inflationary fears are now amplified by fears 
of financial strains. We believe a quality bias can carry a premium 
in the current part of the market cycle. Quality means strong 
balance sheets, stable-to-growing free cash flows, and—perhaps 
most important—management teams with good risk controls that 
have managed through challenging times before.

IMPLICATIONS FOR MULTI-ASSET

While central banks can be quick to react to financial crises, they 
tend to be slow in responding to recession risks. Since the Fed 
is still signaling “everything is fine” while things are very much 
not fine, we think the upside of risk assets is capped while the 
downside is more open. Still, developed market equities have 
had a profits recession already, so we don’t want to ignore the 
possibility that equities bottomed with the earnings recession, 
which has preceded an economic recession.

POTENTIAL ALLOCATIONS BASED ON TODAY’S ENVIRONMENT

The table to the right depicts our views on short-term trends. 

KEY INFLATION COMPONENTS INDEXED TO DECEMBER 2021

These perspectives are developed using quantitative analysis of 
data over the past 30 years overlaid with qualitative analysis by 
Allspring investment professionals. The positioning of each bar in 
the table shows the direction and magnitude of an overweight.



 3

MACRO MATTERS MAY 2023

© 2023 Allspring Global Investments Holdings, LLC. All rights reserved. 

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
This material is provided for informational purposes only and is for professional, institutional, or qualified clients/investors. Not for retail use outside the U.S. THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR 
SOLICITATION AND IN ANY CASE IS NOT INTENDED TO BE USED IN ANY JURISDICTION OR TO ANY PERSON WHERE IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO. Allspring Global InvestmentsTM (Allspring) 
is the trade name for the asset management companies of Allspring Global Investments Holdings, LLC, a holding company indirectly owned by certain private funds of GTCR LLC and Reverence Capital Partners, 
L.P. Unless otherwise stated, Allspring is the source of all data (which is current or as of the date stated); past performance is not a guarantee or reliable indicator of future results; all investments contain risk; 
content is provided for informational purposes only with no representation regarding its adequacy, accuracy, or completeness and should not be relied upon; views, opinions, assumptions, or estimates are not  
necessarily that of Allspring and are subject to change without notice; and this communication does not contain investment advice, an investment recommendation, or investment research, as defined under local 
regulation of the respective jurisdiction.

FOR PROFESSIONAL INVESTOR USE ONLY OUTSIDE OF THE U.S.

ALL-04242023-3awdz99c

For further information

We want to help clients build for successful outcomes, defend 
portfolios against uncertainty, and create long-term financial 
well-being. To learn more, investment professionals can 
contact us.

Contact details

FOR U.S. INVESTORS ONLY

• To reach our U.S.-based investment professionals, contact 
your existing client relations director, or contact us at 
AllspringInstitutional@allspringglobal.com.

• To reach our U.S.-based intermediary sales professionals, 
contact your dedicated regional director, or call us at 
1-888-877-9275.

• To reach our U.S.-based retirement professionals, 
contact Nathaniel Miles, head of Retirement, at 
nathaniel.s.miles@allspringglobal.com.

• To discuss sustainable investing solutions, contact 
Henrietta Pacquement, head of Sustainability, and 
Jamie Newton, deputy head of Sustainability, at 
henrietta.pacquement@allspringglobal.com and 
jamie.newton@allspringglobal.com.

FOR NON-U.S. INVESTORS ONLY

• To reach our non-U.S.-based investment professionals, 
contact us at AllspringInternational@allspringglobal.com.
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