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I think what surprised me the most has been the speed at which inflation has come down this year. 

I think everyone went into 2023 with the expectation that, yes, the economy is going to slow, inflation will come down, the 
labor market will loosen up a little bit. But what's played out is a very rapid decline in inflation without any significant 
slowdown in the economy and without any slack in the labor market. That's phenomenally offside versus expectations set 
both at the Fed and across market participants at the beginning of the year. 

The Fed is dialing into the last stages of the hiking process. In my mind, another hike makes sense, given the underlying 
strength of the economy, given the extent to which growth has surprised to the upside this year. But the bulk of the Fed's 
effort at this stage is really focused on 2024 and signaling to market participants that they're likely to stay on hold for a 
large part of that year. 

As the Fed transitions to a pause, the front part of the Treasury curve becomes a little bit more attractive. So in my mind, 
getting exposure to that part of the sector, moving out of cash, a little bit into duration in the two- to five-year sector makes 
a lot of sense for investors who are currently disproportionately exposed to cash. 
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