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Fed Presses on Despite Banking Sector Turmoil

The Federal Reserve (Fed) hiked interest rates on March 2274 for the ninth-consecutive time in the
span of a year, bringing its upper-bound target policy rate to 5%. The hike ratified market
expectations going into the meeting and underscores the balancing act the FOMC is charged with
to acknowledge the recent turmoil in the banking sector but also emphasize its commitment to
reducing inflation to acceptable levels. The Fed backed off earlier expectations of a 50-basis point
hike given the sudden failure of three regional banks since March 10 and decided to forgo a
temporary pause, which was considered by the committee but not widely expected headed into the
meeting.

The most significant change to the Fed statement involved the forward guidance around future
rate increases, previously described as “ongoing increases” to the target rate. The current statement
notes “additional policy increases may be appropriate.” Market participants generally viewed this as
a “dovish hike” and the so-called FOMC “dot plot” implies one additional 25-basis point rate hike
this year.

Nothing in the Fed’s actions, the statement, its published forecasts, or the press conference
changes our view on the prospects for the economy, U.S. equities, or more generally, risks assets.
The Fed was already faced with an incredibly difficult task in trying to engineer a soft landing with
the economy at full employment and inflation running far above its target. We think the Fed is
unlikely to succeed in this task. Whatever the odds of recession were before the banking sector
turmoil, they have notably increased. Tighter lending standards will further crimp economic
growth even if the banking crisis does not spread. U.S. equities exhibit unattractive valuation and
are still at risk of significant drawdown in 2023. We remain defensively positioned across our
multi-asset portfolios.
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ABOUT PGIM QUANTITATIVE SOLUTIONS

As the quantitative and multi-asset specialist of PGIM, we combine the agility of an independently
run boutique with the stability and scale of a leading global institutional asset manager*. For over
45 years, we have designed proprietary methods that seek to solve beyond alpha by combining the
latest technology with scalable, rigorous risk controls to nimbly build and manage diversified and
customized solutions that help solve clients’ evolving challenges. We manage portfolios across
equities, multi asset, liquid alts and retirement for a global client base with $86 billion in assets
under management as of 12/31/2022.

*PGIM is the investment management business of Prudential Financial, Inc. (PFI). PFI is the 11th largest
investment manager (out of 431 firms surveyed) in terms of worldwide institutional assets under management
based on Pensions & Investments’ Top Money Managers list published June 2022. This ranking represents
institutional client assets under management by PFI as of December 31, 2021. Participation in the P&I
ranking is voluntary and open to managers that have any kind of U.S. institutional tax-exempt AUM.
Managers self-report their data via a survey. P&I sends the survey to previously identified managers and to
any new managers asking to participate in the survey/ranking. No compensation is required to participate in
the ranking.
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FOR MORE INFORMATION

To learn more about our capabilities, please contact PGIM Quantitative Solutions by email at
contactus@pgim.com or by phone in the US at +1 (866) 748-0643 or in the UK at +44 (0) 20-7663-3400.
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The comments, opinions and estimates contained herein are based on and/or derived from publicly available
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to, or use by, any person in any jurisdiction where such distribution would be contrary to local or international law or
regulation.

In Japan, investment management services are made available by PGIM Japan, Co. Ltd., (“PGIM Japan”), a registered
Financial Instruments Business Operator with the Financial Services Agency of Japan. In Hong Kong, information is
presented by PGIM (Hong Kong) Limited, a regulated entity with the Securities and Futures Commission in Hong Kong
to professional investors as defined in Part 1 of Schedule 1 of the Securities and Futures Ordinance.

In Singapore, information is issued by PGIM (Singapore) Pte. Ltd. (“PGIM Singapore”), a Singapore investment
manager that is licensed as a capital markets service license holder by the Monetary Authority of Singapore and an
exempt financial adviser. These materials are issued by PGIM Singapore for the general information of “institutional
investors” pursuant to Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”) and
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These materials are neither intended as investment advice nor an offer or solicitation with respect to the purchase or
sale of any security or financial instrument. These materials are not intended to be an offer with respect to the
provision of investment management services.

The opinions expressed herein do not take into account individual client circumstances, objectives, or needs and are
therefore are not intended to serve as investment recommendations. No determination has been made regarding the
suitability of particular strategies to particular clients or prospects. The financial indices referenced herein is provided
for informational purposes only. You cannot invest directly in an index. The statistical data regarding such indices has
been obtained from sources believed to be reliable but has not been independently verified.

Certain information contained herein may constitute “forward-looking statements,” (including observations about
markets and industry and regulatory trends as of the original date of this document). Due to various risks and
uncertainties, actual events or results may differ materially from those reflected or contemplated in such forward-
looking statements. As a result, you should not rely on such forward-looking statements in making any decisions. No
representation or warranty is made as to future performance or such forward-looking statements.
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