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Hubris

The discernible pick up in US inflation witnessed throughout 2024 is a direct result of actions taken by the Fed 

and the US Treasury. It is almost 5 months to the day that Powell declared victory in the war against inflation - 

what must now be viewed as one of the more infamous calls in (recent) Fed history - while it was only last 

month that Powell was trying to reassure us that January and February inflation data was a mere blip. Hubris or 

incompetence? Perhaps both.

Once the US Treasury went all-in on fiscal stimulus in 2023 there was no need for the Fed double down with a 

dovish pivot. In a re-run of 2021, Fed policy amplified the Treasury stimulus helping to drive financial conditions 

to even more extreme levels. One could be forgiven for thinking that higher inflation was in fact the ultimate 

goal. While the shifting trajectory of inflation is unquestionably concerning, we can take comfort in the fact that 

many of its driving factors may begin to dissipate in the next few quarters. The totality of the stimulus 

supporting the economy over the last 15 months has been nothing short of staggering. On the fiscal side we 

have seen a deficit of over $2 trillion dollars, allied to monetary support of over $1 trillion (through the RRP 

linked liquidity) in addition to the continued wind down of excess savings from the COVID handouts (>$2 trln). 
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Loosening Financial Conditions and Increased Inflationary Momentum

Source: Bloomberg as at 12/04/24
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S&P 500 Market Cap (6m Rolling Chg)

Stock market stimulus – market capitalisation 

of the S&P 500 has risen in excess of $8 trln in 

the past 6 months

S&P 500 Market Cap Changes ($ Bln)

Source: Bloomberg as at 12/04/24
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The monetary impact of verbal intervention might have been even greater. Thanks to Powell's dovish pivot 

away from 'higher for longer', financial conditions loosened to a record extent creating a wealth effect in excess 

of $8 trillion dollars (increase in market cap of the S&P 500 from October 2023). To put this in context the 

destruction in stock market wealth during the whole of the GFC was roughly $8 trillion. This irresistible 

combination of record fiscal and monetary support has undoubtedly underpinned a reversal in the inflationary 

trend. 

However, the marginal trend in these key supports might be set to decline. The Fiscal Impulse is set to turn 

negative according to various analysts1, the net liquidity from the Fed supporting the large deficits (via the RRP) 

is running low while the excess savings from Covid are already used up according to the San Francisco Fed2. 

Expanding wage growth, which has been supporting the consumer, is also cooling in both real and nominal 

terms while the ~ 7 rate cuts that had been priced in post Powell pivot have been largely undone. Multiple 

expansion on equity pricing will have to be justified in the form of higher earnings - no easy feat. Last but by no 

means least, we are getting closer to the point where the lagged impact of higher rates will be felt. The growing 

stresses in the credit markets are real, if not yet readily observable in the indices, however a continued 

tightening in financial conditions might change that. 
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Source: Bloomberg as at 12/04/24
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Equity Markets Decoupled from Rate Expectations (For Now)

1. Multi-Asset Investing: Tracing the Growth Impact of US Fiscal Policies | AB (alliancebernstein.com)

2. Pandemic-Era Excess Savings - San Francisco Fed (frbsf.org)
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Nominal vs Real Wage Growth
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Fed Reverse Repo Dwindling US Fiscal Impulse to Turn Negative in 2024 

https://www.alliancebernstein.com/corporate/en/insights/investment-insights/multi-asset-investing-tracing-the-growth-impact-of-us-fiscal-policies.html
https://www.frbsf.org/research-and-insights/data-and-indicators/pandemic-era-excess-savings/


Biden has also a considerable problem. At present his election campaign was going to rest on two key issues; 

Bidenomics and Abortion. The first one is under the microscope due to the failure to get inflation under control 

in the eyes of many Americans. It was an incredibly risky choice to keep the economy red hot for as long as 

they have. As the US faces more headwinds in the summer a shift in fiscal policy to a more expansionary one 

is highly unlikely, and more importantly would be highly unpopular. As mentioned the outlook for inflation isn’t 

as scary as it was in 2022 or even last summer. That didn’t stop the government bond market reacting badly to 

the CPI results; backed up by stronger than expected Jobs data last Friday. While there is much confusion 

around where the economy is heading at the moment, we feel the direction of travel for underlying stimulus 

packages is downward. Financial assets, which have for the most part been insulated from the stress of higher 

rates, might face even more headwinds over the coming months as they compete increasingly with issuance 

from the government bond market.

The market's recent focus has centred on rates rather than growth. Once the narrative shifts to growth related 

concerns, risk assets will come under real stress - something the Fed have tried so desperately to avoid. 

However, a critical miscalculation of the impact of fiscal policy and the evolving dynamics of inflation have 

exposed a cold reality - the economy needs to correct if inflation is to recede. Inflation data has unequivocally 

shown that the Fed has been fighting the wrong battle in striving for a soft landing. They must now shift their 

focus and let the higher rates to do their job. This is what the economy really needs and ultimately will allow 

rates to move back to more sustainable levels.
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Small Businesses Starting to Feel the Pinch

12th April 2024
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Small Business Survey  and US Unemployment

NFIB Small Business Poor Sales Most Important Problem US Unemployment

Inflation Not Good for Re-Election

Source: Bloomberg as at 12/04/24



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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