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Chart of the Moment: Backup in Eurozone
Yields

Eurozone 10-Year Yields
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Is the breakout in eurozone 10-year yields sustainable? Although political risks within Europe are driving Italian
yields higher and German yields lower, the gross domestic product (GDP)-weighted 10-year eurozone yield
seems to be notching higher. The upward pressure on these regional yields could be a result of what’s
happening in the U.S. Treasury market, or a credible sign that European bonds are starting to price in the output
gap relative to labor market conditions. While growth momentum has weakened in Europe in 2018, the output
gap continues to diminish as the overall unemployment rate continues to decline. Core inflation is still subdued
near 1.0%, but if history remains a guide, then the tightening of the labor market will lead to a further
acceleration in wages, which, in turn, will drive core inflation towards the European Central Bank (ECB) target of
1.5% - 2.0%. If this is the case, then this recent breakout in yields may be more of a long-term trend rather than
an anomaly.

Groupthink is bad, especially at investment management firms. Brandywine Global therefore takes special care
to ensure our corporate culture and investment processes support the articulation of diverse viewpoints. This
blog is no different. The opinions expressed by our bloggers may sometimes challenge active positioning within
one or more of our strategies. Each blogger represents one market view amongst many expressed at Brandywine
Global. Although individual opinions will differ, our investment process and macro outlook will remain driven by
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a team approach.
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Social Media Guidelines

Brandywine Global Investment Management, LLC ("Brandywine Global") is an investment adviser registered with the U.S.
Securities and Exchange Commission ("SEC"). Brandywine Global may use Social Media sites to convey relevant
information regarding portfolio manager insights, corporate information and other content.

Any content published or views expressed by Brandywine Global on any Social Media platform are for informational
purposes only and subject to change based on market and economic conditions as well as other factors. They are not
intended as a complete analysis of every material fact regarding any country, region, market, industry, investment or
strategy. This information should not be considered a solicitation or an offer to provide any Brandywine Global service
in any jurisdiction where it would be unlawful to do so under the laws of that jurisdiction. Additionally, any views
expressed by Brandywine Global or its employees should not be construed as investment advice or a recommendation
for any specific security or sector.

Brandywine Global will monitor its Social Media pages and any third-party content or comments posted on its Social
Media pages. Brandywine Global reserves the right to delete any comment or post that it, in its sole discretion, deems
inappropriate or prevent from posting any person who posts inappropriate or offensive content. Any opinions expressed
by persons submitting comments don't necessarily represent the views of Brandywine Global. Brandywine Global is not
affiliated with any of the Social Media sites it uses and is, therefore, not responsible for the content, terms of use or
privacy or security policies of such sites. You are advised to review such terms and policies.



