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The Federal Reserve (Fed), as expected, raised rates by another 50 basis points (bps) at their final meeting of 2022, 

December 14. While this is a reduction in magnitude after four consecutive 75 basis point hikes, it still represents a 
meaningful move and leaves the fed funds rate range now between 4.25% and 4.50%. Chair Powell reiterated their need to 

bring inflation down to 2.0% and stressed more work was needed on this front. He also acknowledged the danger in 

prematurely loosening policy citing the example from the 1970s. He pledged to “stay the course until the job is done.”

The Committee also released their quarterly Summary of Economic Projections (SEP). Of note, the Committee moved up 

unemployment to 4.60% for 2023 and lowered real growth to 0.50%. Importantly, they expect inflation to remain elevated in 

2023, with the median projection for Core Personal Consumption Expenditures (PCE), the Fed’s preferred inflation gauge, at 
a still stubbornly-high 3.50% rate in 2023, and only falling to 2.50% in 2024, both well above the 2.0% target.

Our View
The Fed has rapidly moved up rates to fight inflation in 2022 after arguably falling behind on this goal. While progress has been 
made on this front in some components, notably goods, autos and housing, wage inflation remains stubbornly high. This is a focus
for the Fed and we expect continued hikes in 2023. The median projection from the Fed remains higher than market expectations. 
The market actual is pricing in some rate cuts in the latter half of 2023 unlike the Fed which has zero. 

We believe the Fed will need to hold rates higher than market expectations as a 2.0% inflation rate will be hard to achieve in 2023. 
We also believe that recession risks remain elevated as the Fed raises rates early in 2023 and holds longer. We believe that some 
asset classes, particularly corporate credit, are underpricing this risk. We maintain our current positioning of a slightly s hort duration 
bias and neutral to credit. In shorter mandates we continue to have higher exposure to non-treasury holdings as carry should 
outweigh any credit widening.
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Important Information

Past performance is not indicative of future results. Any type of investing involves risk and there are no guarantees that these
methods will be successful.

The views expressed represent the opinions of Sterling Capital Management. Investment advisory services are available through
Sterling Capital Management LLC, an investment adviser registered with the U.S. Securities & Exchange Commission and an
independently-operated subsidiary of Truist Financial Corporation. Sterling Capital Management LLC manages customized
investment portfolios, provides asset allocation analysis and offers other investment-related services to affluent individuals and
businesses. Securities and other investments held in investment management or investment advisory accounts at Sterling Capital
Management LLC are not deposits or other obligations of Truist Financial Corporation, Truist Bank or any affiliate, are not
guaranteed by Truist Bank or any other bank, are not insured by the FDIC or any other federal government agency, and are subject
to investment risk, including possible loss of principal invested.

The Fed Funds Rate is the interest rate that depository institutions (such as banks and credit unions) charge other depository
institutions for overnight lending of capital from their reserve balances on an uncollateralized basis.

Bloomberg L.P. “Bloomberg®” and the Bloomberg indices are service marks of Bloomberg Finance L.P. and its affiliates, including
Bloomberg Index Services Limited (“BISL”), the administrator of the index (collectively, “Bloomberg”) and have been licensed for use
for certain purposes by Sterling Capital Management LLC and its affiliates. Bloomberg is not affiliated with Sterling Capital
Management LLC or its affiliates, and Bloomberg does not approve, endorse, review, or recommend the product(s) presented
herein. Bloomberg does not guarantee the timeliness, accurateness, or completeness of any data or information relating to the
product(s) presented herein.


