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Executive summary  
After nearly a decade of subdued inflation, the COVID-19 pandemic and geopolitical 
events have brought significant inflationary pressure back to the world. 

Prices started to rise with the reopening of economies and this demand-pull inflation was welcomed by 
policymakers and recovering businesses. But as the COVID variants keep disrupting global supply chains,  
and the Russia-Ukraine war added to supply shocks, cost-push inflation has raised recession concerns and  
policy uncertainties.  

It is important to understand inflation within different national market contexts. As central banks aim to normalise 
inflation with interest rate hikes and shrinking their balance sheets, how effectively will monetary policy curb 
inflation? In this paper, we will discuss drivers of today’s inflation, the expectations and potential risks, and 
inflationary indicators we watch to develop our House View.  

  



Insights Inflation monitor: What is inflation and our latest Macro House View   

 

3  RESEARCH © CBRE Investment Management 
 

What is inflation?  
Inflation measures the overall increase in prices, or the cost of living. The commonly used measure CPI (Consumer 
Price Index) tracks the prices of a basket of goods and services, such as housing, food, healthcare and education, 
and shows how they collectively change over time, typically on a year-over-year basis. It’s also worth noting that 
the contents of the measured basket of goods and services change over time to reflect changes in what 
consumers actually purchase. 

Some prices tend to change more dramatically than others and potentially overshadow the inflation trend. Core 
CPI, which excludes food and energy prices, is therefore widely used to interpret the underlying economy.  

A good amount of inflation — 2% in most developed economies, is considered healthy for economic growth. 
Significant deviations from the target rate of inflation are problematic. If inflation is too high, it will erode 
consumers’ purchasing power and reduce the standard of living. If inflation runs too low, it will risk falling into 
deflationary cycles which are hard to escape and restrictive on economic growth.  

Fundamentally, inflation and prices reflect demand and supply dynamics. They are partially driven by policy 
choices and partially by market expectations. High inflation often arrives after increased money supply and 
currency fluctuations. Oil prices are closely tied to geopolitics.  

If businesses expect costs to rise, they will have two choices:  

– To absorb the price rises and reduce profit margins. This will likely lead to lower dividend payments, delayed 
capital expenditures and slower wage growth which will broadly weaken economic growth. 

– To pass on the inflation to consumers if they have pricing powers. If the price elasticity of demand is low while 
consumer balance sheets are strong, this strategy will work well. Otherwise, the business sales will likely take  
a hit.  

If consumers expect prices to rise, they will stock up goods and drive inflation even higher.  

Global inflation has risen sharply since 2021. The headline inflation is at a forty-year high in the US, a thirty-year 
high in the UK and the highest in the Eurozone since its establishment. With surging commodity prices, the rising 
cost of living is a global concern and one that is not going away soon. In this paper, we will share our latest 
thoughts on what is to come and discuss the inflation conditions in five major markets – the US, UK, Eurozone, 
Australia and Japan. 
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Figure 1: Global headline CPIs 
Percent 
 

 

Source: Refinitiv Datastream, national sources 

The power of central banks 

Inflation is a policy choice, particularly by central banks. Central banks have historically managed inflation through 
credit control, policy rate, the size of balance sheets and exchange rate policies. Among these, the policy rate is 
considered the most direct response to inflation. The process generally works like this:   

– As an economy grows, rising demand will exceed supply and pull up inflation. 

– If inflation stays too high and the economy overheats, the central bank will cool aggregate demand by raising 
interest rates. 

– Production and investment become more costly and decline. The impact on consumer spending is often smaller 
but large-ticket purchases like housing and auto suffer. As demand cools, prices and economic output will fall.  

– The economy slows and unemployment rises, potentially into a recession.  

– The central bank will cut rates and increase money supply to help the economy recover and grow again.  
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Central banks change interest rates and money supply through open market operations. The most direct and 
powerful monetary tool is the policy rate, a short-term, often overnight, rate that banks charge one another to 
borrow. The rate rises when the central bank ramps up reserves and falls when the central bank injects liquidity 
into the financial system by purchasing securities. The moves of a policy rate, including anticipated moves  
that anchor market expectations, will feed through other interest rates and the overall financial conditions of  
an economy. 

The timing and degree of such operations are critical and truly difficult to grasp. When done right, central banks 
can support and sustain a long period of stability and prosperity. When done wrong, economies will slide into 
recessions, even economic nightmares such as stagflation and stagnation.  

Today, central banks manage policy rates very carefully and seek to maintain a neutral stance. That is, to find a 
neutral rate based on the economy’s capacity utilisation, employment and prices. The goal is to keep the policy 
rate at a level where it best serves the economy to reach maximum output and full employment with stable prices.   

The neutral rate cannot be directly observed, but it is helpful to look at market-determined interest rates. Inflation-
adjusted long-term government bond yields have generally declined since late 1980s, driven by slower economic 
growth, slower productivity growth and shifting demographics. For the same reasons, neutral rates have generally 
lowered in developed markets. During the 2010s, real ten-year yields averaged near zero among major economies 
(figure 2), suggesting that lower-for-longer interest rates are a norm.   

Figure 2: Inflation-adjusted ten-year government bonds 
Real yield, percent 
 

 

Source: Refinitiv Datastream, national sources 
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In recent months, however, real bond yields have dropped seriously below “normal” as inflation and inflation 
expectations surged. This is rather unique, due to a deep and short global recession in 2020, with massive 
government spending especially in the US (figure 3), and the Russia-Ukraine war that finally pushed up long-term 
inflation expectations.  

Figure 3: Fiscal measure in response to COVID-19 
Percent of GDP 
 

 

Source: IMF 

Many central banks were taken by surprise and will need to raise policy rates more aggressively in the next twelve 
to eighteen months. The US policy rate, for instance, is considered seriously behind the curve. The US rate 
forecast has been revised up considerably every month since the start of 2022 (figure 4), showing how quickly 
situations have changed and how much uncertainty we face in the short term.     

Figure 4: The changing baseline forecast of US policy rate 
Percent 

 

Source: Oxford Economic Forecasting. 
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Potential consequences of high inflation 

Notwithstanding anticipated rate hikes, inflation will remain relatively high in the near term.  

What should we worry about?  
– Unanchored inflation expectations and lower credibility of central banks  

Inflation has repeatedly exceeded market expectations since the second half of 2021, and this has been 
humbling to central bankers and economists around the world. The long-term inflation expectations, as 
suggested by global bond markets, have changed dramatically in recent weeks, based on changing facts of the 
Russia-Ukraine war and hawkish turns of the central banks.  

If central banks fail to provide a clear and cohesive forward guidance, markets will grow even more 
disconnected to policymakers and inflation expectations will be unanchored. The tension will likely drive 
inflation higher for longer.   

– The Great Resignation 2.0 with a permanent labour market shrinkage 

The Great Resignation is a term widely used in the US to describe the slow recovery of labour participation rate 
and increased quits and labour shortages, particularly in the services sector. At first, inflation may encourage 
more labour to return to the workforce either through the rising cost of living or wage growth. But as interest 
rates rise, presumably employment growth will soften. People who left work during the pandemic are more 
likely to stay out of the workforce, resulting in a permanent shrinkage of labour force and lower potential 
output of the economy.   

– Low international labour mobility and rising protectionism 

Immigrant workers are an essential part of the labour supply in most developed economies, for businesses to 
meet market demand and save costs. The pandemic forced a radical decline in international labour mobility and 
it has not recovered – an inflationary risk to watch.  

The Russia-Ukraine war may also lead to rising protectionism which is not immigration-friendly. As many 
developed economies struggle with declining working-age population, further disruptions of labour supply may 
prove dangerous.   

– Wage-price spiral 

Inflation and widespread labour shortages have boosted wage growth in various economies. When increasing 
disposable income drives up demand and prices, which in turn create more upward pressure on wages, the 
cycle will begin. This risk has recently declined due to lower consumer sentiment and softening wage growth.   

– Stagflation  

See the next page.  
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What is stagflation? 

Stagflation, as the term implies, is high inflation combined with weak and even negative economic growth. It gives 
central banks a serious dilemma as they must raise interest rates in an already slow economy, risking a recession 
and high unemployment rates. The defining period is the Great Inflation, lasting from 1965 to 1982 when much of 
the world struggled with double-digit inflation, severe energy shortages and double-dip recessions.  

The Great Inflation was a result of bad monetary policies and energy crises. The bad monetary policies featured 
the following:  

– Excessive government spending and growing fiscal imbalances 

– Delayed and/or insufficient interest rate hikes  

– Currency fluctuations due to the collapse of the Bretton Woods system  

Meanwhile, the period had two energy crises — first the Arab oil embargo in early 1970s and the 1979 Iranian 
Revolution. Both events sent the oil price straight up which triggered economic recessions (figure 5).  

Figure 5: Crude oil and natural gas prices 
US Dollar 
 

 

Source: Refinitiv Datastream 
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In the case of the US, inflation approached 14.5%, with a 16.5% policy rate and over 7.5% unemployment rate by the 
summer of 1980. As the Fed continued with rate hikes and supply shocks continued to afflict the economy, a 
deeper and longer recession followed until inflation finally eased at the end of 1982. This double-dip recession was 
a classic example of stagflation.  

Many are concerned about stagflation, now that commodity prices are extremely volatile due to the Russia-
Ukraine war, and cost-push inflation will rise further with supply shortages and a disrupted global supply chain.  

In a downside scenario where inflation persists into 2023 without easing and slows global economic growth, we 
think the risk of stagflation in 2023 cannot be overlooked. Central banks will have to fight inflation with more 
hawkish rate hikes even at the expense of employment and GDP.  

In Europe where economic re-openings are not yet complete and interest rates are on the floor, the damage from 
potentially double-digit inflation will be catastrophic. In the US, the risk lies more with excessive spending or 
excessive tightening, as the government burned through the fiscal budget and overheated the economy in 
response to the pandemic. For monetary policies to be effective against inflation, fiscal discipline will be a 
necessary company. 

Signs to watch 

To monitor inflatinon and stay up-to-date with market strategies, we watch the following information closely: 

– Long-term government and corporate bond yields 

As previously discussed, the long-term bond yields show market expectations on interest rates including the 
central bank’s neutral rate.  

– Commodity futures  

The contract prices of short-term commodity futures tell us how the Russia-Ukraine war is affecting livelihood 
and production activities. Commodities to watch include oil, gas, wheat, corn, copper, nickel, platinum and other 
major exported commodities from Russia and Ukraine.   

– Wage growth and household saving 

To monitor wage-price spiral risks and estimate GDP growth.  

– Unemployment vs. labour participation  

To monitor stagflation risks and analyse demographic trends.  

– Consumer sentiment and PMI (Purchasing Managers' Index) 

To monitor manufacturing and services activities and estimate GDP growth.  

– Capacity utilisation 

To monitor recession risks and estimate GDP growth.  

– Foreign exchange rates  

To adjust for hedging costs.  
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The US conundrum 
The US is a relatively self-sufficient economy predominately driven by consumer spending. The country consumes 
about 15% of goods and services from abroad, compared to 17% in Japan and 32% in the UK. Most geopolitical 
events and foreign affairs don’t move the needle on unemployment rate or GDP growth in the US. Rather, US 
recessions often result from excessive domestic spending and overheating.  

During the Great Inflation period, the US economy suffered stagflation and the Fed was blamed for numerous 
monetary failures. It was not until Paul Volcker who forcefully raised interest rates and willingly took the economy 
into a recession that finally brought high inflation to an end. The Fed had since transformed monetary policies and 
been able to keep inflation rate at reasonable levels for forty years, before today’s entanglement (figure 6).  

Figure 6: US policy rate and CPI 
Percent 
 

 

Source: Refinitiv Datastream, BLS 

The Fed opened doors for inflation overshoot by introducing flexible inflation targeting in August 2020, as it 
focused on labour market recovery. What it may have missed is how excessive the fiscal stimulus truly was in 
response to the pandemic — more than 20% of the US GDP, and how long the supply gap would last.   

Inflation started to look drastic in the summer of 2021 and was credited to pent-up demand, low interest rates and 
a normalisation of energy prices. The market largely agreed with the Fed’s patience and expected inflation to ease 
soon. But as the COVID variants continued to disrupt global supply chains, and labour shortages weighed in, prices 
remained high and growing in cars, energy, housing, recreation and furnishing goods. 
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The Russia-Ukraine war is another supply shock with lots of uncertainties. On the energy front, the US holds a 
defensive position as a large energy producer, and a net exporter of natural gas. Shale companies will ramp up 
production targets in coming years. But soaring food prices, transportation costs and supply gaps pushed US 
inflation to 8.5% by March 2022.  

The Fed faces a conundrum. It initially expected high inflation to be “transitory” based on beliefs that the goods-
based consumption frenzy would be temporary, and the fiscal stimulus cliff would cool demand. However, a 8.5% 
inflation and a 0.5% policy rate suggest the Fed is seriously behind. As a safe haven, the US is poised to attract 
more investment and spending, which will likely drive demand and prices up further.  

In the latest Macro House View, we expect US inflation to remain high until 2023 but gradually come down with 
higher interest rates (figure 7). The Fed has moved the Federal funds target rate by 25 basis points and signalled 
consecutive moves this year. Housing shortages will remain but inflationary pressure is expected to ease once 
interest rates rise materially.  

Figure 7: US CPI forecast by scenarios 
Annual percent change 
 

 

Source: Oxford Economic Forecasting & CBRE Investment Management. 

In the baseline scenario with 50% probability, we expect inflation to peak in the first half of 2022 and return to 2% 
target by 2023. In the downside scenario with 40% probability, inflation may stay above 2.5% in the foreseeable 
future on the back of a prolonged war and energy crisis.  

2021’s 5.7% real GDP growth is not repeatable in the US and we don’t expect to see the 1970s-style inflation. What 
is important to note, though, is that not all markets are equal. Demographics are the key. Domestic migration 
gained strong momentum during the pandemic. High-income families moved into less expensive and low-tax 
locations such as the Sun Belt markets. Essentially their spending power increased which boosted local demand 
and supported price growth. This structural trend will continue to play out in the next a few years. 
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Nevertheless, we are positive that interest rate hikes will help normalise inflation by the end of 2023. Investors are 
likely to move out on the risk spectrum for higher yields, but real estate yields in highly desirable assets may 
compress further with the wall of capital.       

A potential downside risk is a US recession, triggered by excessive monetary tightening by the Fed. If inflation 
continues to rise above 8.6%, the Fed may turn overly-aggressive in rate hikes. The bond markets have started to 
price in recession risks and upped volatility in recent weeks. We will examine this risk more closely in the next 
Macro House View and watch how the Fed adjusts its forward guidance.      
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A new chapter in the UK  
The UK has had several chapters of inflation and monetary policies.  

Post WWII, the UK economy enjoyed strong growth with moderate inflation in the 1960s. But like much of the 
world, it went through repeated high inflation in the 1970s. The government conduct monetary policies through 
credit controls and did exactly that, which had limited impacts on consumer prices. The 1970s period featured  
a wage-price spiral and a brief stagflation.  

The UK government turned to interest rate policies in the early 1980s and allowed the base rate to stay double-
digit for most of the decade. It effectively ended high inflation and opened a new chapter of low inflation in the UK.  

From the early 1990s to the end of 2010s, the long-run average inflation was perfectly on target in the UK (figure 
8). The couple of times when inflation briefly exceeded target were due to a mixed bag of rising oil prices, currency 
depreciation and higher taxes, through which the BoE (Bank of England) showed tremendous patience and kept 
policy rate near zero. 

Figure 8: UK policy rate and CPI 
Percent 
 

 

Source: Refinitiv Datastream, ONS 
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The pandemic opened another new chapter. The UK economy rebounded sharply in the second half of 2021, 
pulling inflation to a thirty-year high. The largest contributors are housing, energy, used cars, apparel and 
household goods. With the ongoing Russia-Ukraine war, it is likely that the UK inflation will hit a forty-year high 
towards the end of 2022, driven by energy and commodity prices (figure 9). 

Figure 9: UK CPI y/y change and policy rate forecasts 
Percent 
 

 

Source: Oxford Economic Forecasting & CBRE Investment Management. 

Compared to the EU that imports nearly 40% of natural gas from Russia, the UK’s primary gas sources are the 
North Sea and the Irish Sea, while importing only 3% gas from Russia. Oil imports from Russia account for 8% and 
will be phased out by the end of the year. But the UK is not spared from the European energy crisis. As major 
trading partners in continental Europe face significant pressure, the UK is exposed to higher inflation for longer, 
probably through 2023.  

Among major central banks, the BoE responded first to inflation and has raised the base rate three times to 0.75%. 
It already exceeded the post-GFC rate of 0.5%. As ten-year bond yield moves aggressively towards 2%, the market 
has priced in at least one more rate hike in 2022.   

It is unclear where the neutral rate is in the UK. If UK’s economy remains resilient and continues to recover from 
the pandemic as well as Brexit, it has the potential to grow slightly above trend in the next five years. In that case, 
we anticipate the BoE will slowly raise the policy rate to 2%.   

 

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

2021 2022 2023 2024 2025 2026

Baseline CPI Downside CPI Baseline policy rate Downside policy rate



Insights Inflation monitor: What is inflation and our latest Macro House View   

 

15  RESEARCH © CBRE Investment Management 
 

The Eurozone challenge   
Before the 1990s, inflation in continental Europe was heterogeneous. Germany had very stable CPI growth post 
WWII while other economies like France, Italy and Spain went through the Great Inflation period with volatility and 
interest rate moves in all shapes and forms. Coming out of the period, central banks in Europe became much more 
willing to fight inflation with interest rates and many European economies were structured more rigidly against 
supply shocks.  

The introduction of the Euro in January 1999 was another game changer. As the Eurozone embraced free trade, 
headline inflation averaged 1.7% in the next twenty years. The repo rate, which is the ECB (European Central 
Bank)’s benchmark policy rate, dropped to 1% during the Great Financial Crisis then to zero by the Eurozone debt 
crisis (figure 10). It has stayed zero since 2016, but markets now anticipate rate hikes in the next twelve months.  

Figure 10: Eurozone policy rate and HICP 
Percent 
 

 

Source: Refinitiv Datastream, Eurostat 

The economic recovery in 2021 and the release of pent-up demand drove prices up in the first place, but the real 
worry began with the Russia-Ukraine war which brought the Eurozone an energy embargo and food shortages.  
As of March 2022, headline inflation rose to 7.5%. The European leaders face a huge dilemma with regards to 
geopolitical alliances and energy supplies.  

The region relies heavily on Russian natural gas. The EU imported an average of 38% of its natural gas from Russia 
in 2020, in which Germany imported 65% and Italy 43% (figure 11). It will not be easy or even possible to replace 
Russian energy in the short term.  
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Figure 11: Europe’s natural gas imports from Russia 
Percent of total natural gas imports, 2020 
 

 

Source: Refinitiv Datastream, Eurostat, Fathom Consulting 

In the baseline scenario with 50% probability, we expect the Russia-Ukraine war to end in 2022 and the energy 
prices to normalise. The ECB has stopped emergency bond purchasing and aim to halt Quantitative Easing in the 
third quarter to ease market demand. If geopolitical conditions improve and stabilise the energy and food prices, 
the ECB will not need to raise interest rates until 2023.  

In a downside scenario with 40% probability, the EU will have to stop long-term energy contracts with Russia, 
which were almost 50% discounted, and therefore face the highest energy costs in the world. The UK, Nordics and 
US may be able to ramp up productions in two to three years to help, but a cheap short-term solution is absent. 
This energy crisis can potentially drag the Eurozone into stagflation, just like the Arab oil embargo in the 1970s.  

What can the policymakers do? 
Some EU members have been helping Ukraine fight the war and will hopefully create enough pressure to bring 
Putin to negotiations in several months. Before that, the EU should be very careful with regards to banning the 
Russian gas or wheat, and to gradually diversify supplies including other trading partners and renewable energy.   

The bond markets saw yields jump in recent weeks. The ECB has shown no intention to move the repo rate in 2022 
but is reportedly working on a backstop tool to reduce credit market distress in weaker member states.  

The communication is critical. As markets worry about a war-led fallout in Europe, the central banks need to be 
more patient. After all, the region was only halfway through the pandemic recovery, with core CPI at 3.0%. 
Excessive rate hikes in uncertain times may trigger more market distress and another recession.  
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The commodity shield in Australia  
Much like the US and European peers, Australia wrestled with stagflation and several economic downturns during 
the Great Inflation period. The Reserve Bank of Australia (RBA) feared inflation very much in the late 1980s and 
raised the cash rate to high double-digits. This led to a recession in 1991 and eventually achieved low inflation and 
stable interest rates. But it took nearly a decade for employment and economic growth to recover in Australia.  

Given the history lessons, the RBA is one of the most patient Western central banks today. It has toned down from 
the previous “nothing until 2024” statement but the interest rate outlook is still stable, though slightly 
disconnected from its bond market. Another factor is that the Australian housing market is relatively sensitive  
to mortgage rate increases and growing debt. Most Australians have mortgage loans in floating rates rather than 
fixed rates.   

Inflation has risen sharply in Australia and exceeded the 2 to 3 percent target range. The CPI index reached 5.1% 
by the end of Q1 2022 due to transportation, supply chain disruption particularly with regards to China, and a rise 
in housing prices.   

Figure 12: Australian policy rate and CPI 
Percent 
 

 

Source: Refinitiv Datastream, Australian Bureau of Statistics 
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Nevertheless, Australia is well positioned to manage inflationary risks with its commodity boom. As a major 
exporter of iron ore, coal, oil and gas, the country is largely protected against rising energy and production costs. 
More importantly, the vast diversity of Australian natural resources enables adaptation to energy transformations 
and changing political and regulatory environment. 

Therefore, we expect Australia’s headline inflation to peak by the summer of 2022 and drop with softening 
aggregate demand. If wage growth picks up while labour market remains tight, the RBA may consider a small rate 
hike in December 2022 (figure 13). The bond market has priced in four to five rate hikes ahead of policy moves. In 
the medium term, we estimate the policy rate will catch up and stay in the 2 to 3 percent range just like inflation.  

Figure 13: Australian CPI y/y change and policy rate forecasts 
Percent 
 

 

Source: Oxford Economic Forecasting & CBRE Investment Management. 

China’s economic slowdown is a significant downside risk to Australia. China buys about 36% of Australia’s total 
exports, mainly commodities, and accounts for a large share of Australia’s tourism revenue. Recently China’s zero-
COVID policy has led to massive lockdowns in cities like Shanghai where people struggled with basic consumption 
needs, let alone travelling. This will certainly hurt China’s economy and bring some spillover effects to Australia. 

The large picture is that, as Australia reduces its reliance on China and trades more with other emerging 
economies such as India, it will be more resilient to trade frictions with China or weakening demand from China, 
but it will take more years to offset such impacts.    
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Zero forever in Japan  
The Japanese economy is a curious case. It has shorter economic cycles and consistently lower inflation, including 
frequent periods of deflation. It may appear unique, but its price and policy experiences have meaningful 
implications for other economies.    

In recorded history, Japan only had very high inflation in 1973-74, largely because of demand surplus in a fast-
growing economy and the central bank’s reluctancy to raise interest rates. The Japanese yen became a floating 
currency in 1973 and the Bank of Japan (BoJ) was under pressure to avoid wild appreciation.  

The BoJ soon realized its mistake and moved rates aggressively. It triggered a recession almost immediately and 
suppressed inflation. The savings rate went up during the period, in anticipation of rising currency value and 
indeed the yen appreciated sharply against the US dollar in the late 1970s.  

This chapter enabled the BoJ to gain independence and helped it manage inflation well in the early 1980s global 
recession. But a great asset price bubble emerged in late 1980s, fuelled by excessive monetary easing policy. This 
time, the policy and market correction in 1990-91 met terrible consequences. The bubble burst with a stock market 
collapse and a long slide in real estate prices. Japan entered a “lost decade” with extraordinary capital losses and 
economic stagnation.  

Figure 13: Japanese policy rate and CPI  
Percent 
 

 

Source: Refinitiv Datastream, Ministry of Internal Affairs and Communications 
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During the “lost decade,” deflation became more prevalent and the BoJ lowered the policy rate to zero in 1999.  
But it didn’t help drive consumption or investment. Economists argue that because the BoJ did not take deflation 
seriously enough, it allowed deflationary expectations to grow, which raised the real interest rate. Higher real 
interest rate lowered aggregate demand and led to more deflation. Since nominal rates were already at zero, little 
could be done to alter the market expectations.  

The BoJ has since tried twice to raise the policy rate in hopes of better economic performance and ending the 
deflationary cycle, but both times failed costly. We don’t foresee any changes on Japan’s zero rate policy.  

Japan’s headline inflation was 1.2% and core inflation was still negative by March 2022 (figure 14). The country is 
not completely immune from the global inflationary pressure, but the businesses have lacked pricing power for 
decades. This may change starting from food and other Japanese imports such as machinery. As wage growth 
reached an eleven-year high, Japanese consumers may accept the idea of slightly higher prices.  

However, we believe the inflation upturns are temporary in Japan. As suggested by the Japanese ten-year bond 
yield, the long-run inflation expectation is not far from zero.      
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under all applicable laws. By accepting the Presentation, you agree to keep it confidential and to not disclose it to 
anyone except to (i) your legal, tax and financial advisors who agree to maintain these materials in confidence, or 
(ii) a governmental official upon request, if entitled to such information pursuant to a judicial or governmental 
order. The information set forth herein does not purport to be complete and is subject to change. This 
Presentation is qualified in its entirety by all of the information set forth in a Memorandum, including, without 
limitation, all disclaimers, risk factors and conflicts of interest. A Memorandum and a partnership agreement and 
subscription documents of a fund must be read carefully in their entirety prior to investing in a fund. This 
Presentation does not constitute a part of a Memorandum and all capitalized terms used in this Presentation are 
defined in the Memorandum. Prior to investing in a fund, prospective investors should consult with their own 
investment, accounting, regulatory, tax and other advisors as to the consequences of an investment in the fund. 
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