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Quite right too that they should be considering the

position that decades of excessively loose policy have

left the global economy in. To be a fly on the wall at

the Bank of Italy as the ECB announces a pull back of

its QE programme…

Critical Data Points Coming up

On Thursday we have the release of January’s

inflation data. The CPI is predicted to continue its

ascent, this time to 7.3%. If we align this to the high

wage growth of 5.7% from last Friday and the

continuing rise of energy prices, the inflation picture

for 2022 as a whole is looking increasingly worrisome

both in the US and elsewhere. A quick resolution of

the Ukrainian standoff or a major increase in

production from Opec+ seems to be the only outliers

that might assuage the situation, but both look like

long shots right now. In addition, some of the weaker

data prints of late, due to the spread of Omicron (e.g.

ISM), might start to fade as they did post the short

lived Delta driven slowdown in September. Central

banks don’t see as swift a resolution to the inflation

problem as they originally hoped for – ‘transitory’ was

transitory it turns out - and are starting to come

around to the idea that they might have to do

something about it.

Central Banks Waking Up to Inflation

Well that escalated quickly, as one trader said to the

next. Throughout the second half of 2021 the sight of

higher and higher prints of inflation were largely

ignored by both central banks and markets alike, to our

total bemusement. It is interesting then that all of a

sudden the hawks are driving the agenda from the

BoE to the Fed and now, incredibly, even the ECB. To

give the Fed their due they did announce the requisite

actions to be taken in response to higher inflation. But

they have been very slow in implementing them and

the steps they have laid out barely involve any

tightening of financial conditions. Without exception,

central banks have been far too cautious in applying

the breaks and that will have a cost. The question is

how high?

Markets are now unanimous in pricing in rate hikes

across the board with little if any push back from even

the more dovish policy makers among them. Perhaps

most remarkable is the case of Europe where they are

looking at the possibility of rate hikes this year and an

end to QE. While financial conditions are still extremely

loose globally, relative to history there is certainly a

growing feeling in the markets that this change of

positioning is something to be concerned about.

Rubrics Fixed Income Macro View February 2022

2

0.0

2.0

4.0

6.0

8.0

10.0

12.0

14.0

16.0
Atlanta Fed GDP Nowcast

Short-lived growth 

hit from Delta
GDP 

acceleration

Similar

outcome

from Omicron?

COVID-linked Growth Volatility

Source: Bloomberg as at 07/02//22

 -

 0.10

 0.20

 0.30

 0.40

 0.50

 0.60

 0.70

 0.80

 0.90

 1.00
Euribor Curve 1y Implied Rate Change

Growth in Market Implied Rates Hikes



Near Term Outlook

Although inflation fears it seems have reached

something of a fever pitch, the likelihood that prices

should start to fall later in the year remains quite high

in our view. It’s just that it may require a bigger push

from central banks than originally thought. Critically,

longer-term inflation expectations are yet to be

unanchored, but for that to remain the case some

heavy lifting is required. As a result, risk assets will

continue to stay volatile for a time at least. While some

of the market froth of the post COVID rebound has

been unwound, a healthy development in our view,

vigilance as to the broadening of market volatility will

be required. Financial conditions have not yet hit the

point where we would expect to see large market

swings like March 2020 or even Nov/Dec 2018.

Positively, from our perspective, interest rates are now

starting to reflect a more realistic economic outcome.

Higher yields are always a plus when looking to build

positive returns in a fixed income portfolio. Provided

long-term inflation stays anchored the Central Banks

will have some wiggle room should growth

expectations begin to drop (outside of Covid related

issues). It is critical from here for markets that the

strong jobs growth in the US and even Europe

continues so that higher rates from growing inflation

concerns don’t tighten financial conditions (real growth

– real rates) any more than they have to. We have

seen some Covid related weakness but a collapse in

growth is not on the cards just yet.
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Conclusion

It is our experience that a failure in growth more than

anything else is required for a severe market

dislocation to take place. These conditions have not

yet been met. It is important to appreciate that over

the coming months some very attractive investment

opportunities will appear, while at the same time the

need to manage overall risk and liquidity will also be

critical. Rubrics’ active approach to investment

management allows for this flexibility. What seems

like a dreadful start to the year, might just create the

conditions for a much better ending thanks to higher

yields and cheaper valuations.
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We have been concerned for quite some time that

markets were mis-pricing risk assets relative to

economic conditions, those times might just be coming

to an end. We would certainly see US 10-year rates in

the 2.25-2.5 range and equity markets a good 20%

lower from here. Credit spreads will be most closely

related to financial conditions but some of the more

leveraged areas of credit we would expect to see

considerable spread widening. Overall however our

biggest concern continues to be market liquidity.

Central banks have provided a significant backstop for

asset prices, the reversal of this will have an impact for

sure. However this does not stop markets

understanding the difference between good assets and

bad ones. Active management just might have the

upper hand for the first time in a while.
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IMPORTANT INFORMATION

Rubrics Global UCITS Funds Plc is a variable capital umbrella investment company with segregated liability

between sub-funds; incorporated with limited liability in Ireland under the Companies Acts 2014 with

registration number 426263; and authorised by the Central Bank of Ireland pursuant to the European

Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011, as

amended). This document is for information only and does not constitute an offer or solicitation to deal,

whether directly or indirectly, in any particular fund. Nothing in this document should be taken as an

expressed or implied indication, representation, warranty or guarantee of performance whether in respect of

income or capital growth. No warranty or representation is given as to the accuracy or completeness of this

document and no liability is accepted for any errors or omissions that the document may contain. The Key

Investor Information Documents (“KIIDs”) and prospectus (including supplements) for Rubrics Global UCITS

Funds Plc are available at www.rubricsam.com. The management company of Rubrics Global UCITS Funds

Plc is Carne Global Fund Managers (Ireland) Limited (the “Management Company”). The Management

Company is a private limited company, incorporated in Ireland on 16 August, 2013 under registration

number 377914. The investment manager of Rubrics Global UCITS Funds Plc is Rubrics Asset

Management (Ireland) Limited (the "Investment Manager"). The Investment Manager is a private company

registered in Ireland (reference number:613956) and regulated by the Central Bank of Ireland in the conduct

of financial services (reference number:C173854). Details about the extent of its authorisation and

regulation is available on request. Rubrics Asset Management (UK) Limited is an appointed representative

of Laven Advisors LLP, which is authorised and regulated by the Financial Conduct Authority of the United

Kingdom (Reference number: 447282). Laven Advisors LLP is not authorised to promote products to retail

clients, all communications originating from either Laven Advisors LLP or Rubrics Asset Management (UK)

Limited is therefore intended for professionals and eligible counterparties only. Data Source: © 2020

Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or

its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete

or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising

from any use of this information. www.morningstar.co.uk.

For South African investors: In the Republic of South Africa this fund is registered with the Financial Sector

Conduct Authority and may be distributed to members of the public. In addition to the other information and

warnings in this document, the Financial Sector Conduct Authority of South Africa requires us to tell South

African recipients of this document that collective investment schemes are generally medium to long-term

investments, collective investment schemes are traded at ruling prices and can engage in borrowing and

scrip lending and that a schedule of fees and charges and maximum commissions is available on request

from the manager. Because foreign securities are included in the investments within this collective

investment scheme, we are also required to disclose to you that there may be additional risks that arise

because of events in different jurisdictions: these may include, but are not limited to potential constraints on

liquidity and the repatriation of funds; macroeconomic risks; political risks; foreign exchange risks; tax risks;

settlement risks and potential limitations on the availability of market information.

Additional Information for Switzerland: The prospectus and the Key Investor Information Documents for

Switzerland, the articles of association, the annual and semi-annual report in French, and further

information can be obtained free of charge from the representative in Switzerland: Carnegie Fund Services

S.A., 11, rue du Général-Dufour, CH-1204 Geneva, Switzerland, tel.: + 41 22 7051178, fax: + 41 22

7051179, web: www.carnegie-fund-services.ch. The Swiss paying agent is: Banque Cantonale de Genève,

17, quai de l’Ile, CH-1204 Geneva. The last share prices can be found on www.fundinfo.com. For the shares

of the Funds distributed to non-qualified investors in and from Switzerland and for the shares of the Funds

distributed to qualified investors in Switzerland, the place of performance is Geneva. Carne Global Fund

Managers (Ireland Limited reserves the right to terminate the arrangements made for the marketing of this

product in any EEA jurisdiction in accordance with the UCITS Directive.
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