
Fixed Income Macro View

rubricsam.com

Macro Overview
End of the Soft Landing? 

https://rubricsam.com/


Rubrics Fixed Income Macro View

2

Fly in the Ointment

Have recent geo-political events made the magical soft-landing even more unlikely? Once again unrest in the 

middle east has set off another round of oil price volatility that presents real challenges to the easy disinflation 

narrative that the Federal Reserve so desperately seeks in order to drop rates this summer.

The outsized US fiscal stimulus programmes of 2023 and early Fed pivot (which allowed the market to price in 

exceptionally loose financial conditions) marked the end of the easy disinflationary story. If we now add another 

oil price spike, the likelihood of a smooth and uneventful decline to 2% looks overly optimistic. What the 

markets are now having to contend with is the potential of a ‘higher for longer’ rate pause after all. While the 

Fed are unlikely to raise rates again, even in the face of potentially rising inflation, their ability to unleash a pre-

emptive rate cut to support the easy financial conditions they have already set in motion is now looking 

seriously curtailed.  The cold reality of 'higher for longer' is likely to cut into the Fed's economic projections, just 

as the fiscal impulse and Fed liquidity programmes start to wane later this year. This is not the outlook that is 

currently reflected in financial asset prices. While US Treasury yields are having to contend with heightened 

inflation volatility in the short term, longer term the probability of lower inflation increases – a positive for the 

bond market

Source: Bloomberg as at 03/03/24
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Oil Price and Short-Term Inflation Momentum
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Oil vs Inflation

Oil (WTI) Adv 3M LH

Atlanta Fed Sticky CPI 3M Ann RH
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Rate Cut Expectations vs S&P 500

S&P 500 LH

Merket Implied Rate Cuts in 2024 (inv) RH

Markets Detached from Rate Cut Reality

Elevated oil price can keep inflation hanging 

around for longer than the Fed would like

Rate cuts seemingly no longer matter for risk

assets

Source: Bloomberg as at 03/03/24



Monetary Lag 

Global geopolitics and vulnerable supply chains are continuing to play a significant impact in the real world, 

while in the financial markets loose financial conditions allow investors to dismiss it as noise. While all of the 

excess liquidity from Covid is not yet used up, the amount is dwindling. Biden will be scrambling to get the oil 

price down again, but global events in Russia and the Middle East may be beyond his immediate sphere of 

influence. The outlook for growth in the US is staying the course so far, but even the Fed sees a fall-off in the 

second half of this year – the latest median projection for GDP is 2.1% for 2024 which incorporates the strong 

Q1 print of 3.4%. The markets might agree today with the Fed on the 3 rates cuts this year but they certainly 

don’t agree with the outlook for growth – not when we look at earnings projections. Higher year-end Fed Funds 

rates and lower growth may once again prove that the monetary lag from interest rate hikes is real, as it almost 

always is.

Risk assets are currently pricing in an outcome which always had a low probability of playing out, with plenty of 

help from the Fed we might add. The miraculous drop in OER inflation might not materialize quickly enough to 

allow the Fed to cut rates 3 times this year. This means a bigger hit to growth further down the road – what is 

truly required to slay the inflationary beast. The volatility in many asset classes will, in all likelihood, jump this 

summer. With equity markets at record highs and credit spreads within touching distance of post-GFC tights, 

investors can benefit from the downside protection in the safest areas of the fixed income market. Things might 

start to get interesting. 
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Earnings Estimates

S&P 500 LH

S&P Index Estimated Earnings Next Yr RH

Optimistic earnings estimates reflective of 

bullish economic growth projections

Continued Optimism around Earnings

Source: Bloomberg as at 03/03/24
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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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