
Markets Reaching Peak Detachment

Nvidia has become the world’s first $4trln company, the S&P 500 has reclaimed 

its all-time high and credit spreads have (almost) never been tighter. Meanwhile 

trade policy uncertainty (tariffs), geopolitics (Cold War 2.0?) and global economic 

growth are at best unsupportive at worst deeply concerning. With the additional 

kicker of (US) real rates at near 20-year highs, one could legitimately question 

whether financial markets have ever been this detached from fundamentals. 

Underpinning this, we believe, is the coalescence of several structural forces  

creating a strong backdrop for risk assets. The question we need to ask ourselves 

is whether or not such forces are sustainable, or if real risks lie in store for this 

seemingly impregnable markets/economy complex.

Rubrics Fixed Income Macro View

1

3rd March 2025

Source: Bloomberg as at 30/06/25

40

50

60

70

80

90

100

110

120

130

90

900

9000

D
e

c
-7

9

J
u

n
-8

1

D
e

c
-8

2

J
u

n
-8

4

D
e

c
-8

5

J
u

n
-8

7

D
e

c
-8

8

J
u

n
-9

0

D
e

c
-9

1

J
u

n
-9

3

D
e

c
-9

4

J
u

n
-9

6

D
e

c
-9

7

J
u

n
-9

9

D
e

c
-0

0

J
u

n
-0

2

D
e

c
-0

3

J
u

n
-0

5

D
e

c
-0

6

J
u

n
-0

8

D
e

c
-0

9

J
u

n
-1

1

D
e

c
-1

2

J
u

n
-1

4

D
e

c
-1

5

J
u

n
-1

7

D
e

c
-1

8

J
u

n
-2

0

D
e

c
-2

1

J
u

n
-2

3

D
e

c
-2

4

Conference Board US Leading Index vs S&P 500 

S&P 500 (Log Scale) LH Conference Board Leading Indicators RH



Rubrics Fixed Income Macro View

 Driving the Detachment – Government Support

Chief among the reasons for the absence of the widely forecasted recession in 

2023/24 was the exceptional level of government spending. One area in which 

this has been clearly evident is the labour market. Since the beginning of 2023 

direct Government employment has accounted for 1 in 4 jobs created, and 

adding in Education and Healthcare the number is nearly 75% of all new 

employment. While hardly a healthy labour market, it is nonetheless one in 

which unemployment remains close to all-time lows, despite what many leading 

economic indicators have suggested. With Trump 2.0 looking to shrink 

government employment, does this present a risk to the hitherto impermeable 

labour market?
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Driving the Detachment –  Relentless Drive to Passive Investments

The scale and indiscriminate nature of passive investment flows has lead to 

extreme concentration and disproportionate price inflation of a handful of large 

cap stocks.  The fact that many passive investments are linked to 401k 

retirement savings accounts which, in many cases, represent the default option 

in employer auto-enrollment plans, has additionally meant a constant supply of 

funds. With unemployment near record lows this has created a very strong 

technical backdrop for equities irrespective of the broader macro environment.  

Could a rise in unemployment/increase in retirement turn what has been a major 

tailwind into something of a headwind?
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Driving the Detachment – Increased Financialization 

With a record number of US households now owning stocks – approximately 62% 

in some form1 - the impact of positive equity market performance on aggregate  

wealth and thus consumption has been pronounced. This has been a significant 

advantage in the post GFC-era of wealth building, albeit one which seems to be 

skewed to wealthier and older generations who have been invested for longer. 

On top of the increasing wealth gap, this has created a potentially dangerous 

vulnerability of the economy to a financial market shock. 
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Driving the Detachment – Explosion in Options Trading

Analogous to the increase in financialization is the growing prevalence of options 

trading and leveraged ETFs among retail investors. A notable innovation in this 

regard is the use of Zero-day options (those that expire the same day they are 

traded) with such structures now making up approximately $1trln in notional. 

Due to their shorter time-to-expiration, zero-day options are highly sensitive to 

market movements and require frequent transacting in the underlying by market 

makers. While this has likely had an impact in squeezing markets higher, the 

potential for volatility to be exacerbated to the downside is also a very real risk.
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 What Stops this Momentum?

An economy that has been heavily supported by Government spending, an equity 

market that is structurally underpinned by the passive machine and a household 

sector that has never had more exposure to a rising equity market have 

combined to create a strong foundation for risk assets. There are however some 

key vulnerabilities stemming from:

1. Trump Policy – Plans to layoff thousands of government employees recently 

received Supreme Court backing. With private payrolls rapidly deteriorating 

this could be a major catalyst for volatility given how fundamental the jobs 

market is to economic momentum and increasingly equity market flows.

2. Leverage/Positioning – While we may not be there yet, positioning can reach a 

point where all the market needs is a catalyst (e.g. August 2024) to spark a 

breakout in volatility. The momentum of the economy and the ability of policy 

makers to provide support will go a long way to determining the depth and 

severity of the subsequent selloff. The Fed’s capacity to provide liquidity in 

the face of Tariff led inflation and the government’s already challenged fiscal 

position may be limiting factors. Watch this space.
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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 Universal-Investment Ireland Fund 

Management Limited (the “Management Company”).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. 

Universal-Investment Ireland Fund Management 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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