
The Cycle that Won’t Die

The US economy is in the longest period of expansion post yield curve inversion 

(38 months) on record. While the weight of higher interest rates has been a major 

burden for certain cohorts, aggregate growth has continued owing to the 

unprecedented levels of government spending,  immigration and combined fiscal 

and monetary support. The dichotomy that has emerged between the economic 

haves and have nots is evident in the notable earnings disparity between S&P 500 

companies and those of the Russell 2000, or the delinquency rates or fixed rate 

mortgages (asset owners) vs floating rate credit cards (weaker borrowers).  

Problems however appear to be working their way up the food chain.
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Is Trump Killing It?

The US labour market has been running on fumes for the last couple of years 

reliant on a) foreign born workers to fill the post COVID void and b) government, 

healthcare & education as the primary employers in the economy. It is clear from 

the data that foreign born workers have been leaving in large numbers post the 

Trump election, while DOGE related job cuts continue impact employment at a 

government level. Perhaps most tellingly, the ‘golden goose’ of healthcare and 

education may too be under threat from impending cuts to Medicare. Combined 

these factors can lead to a meaningful rise in unemployment.
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Weak Underbelly Exposed

As we have maintained for some time, Trump’s economic inheritance was not as 

strong as the headline numbers would suggest. While policy enacted by the 

current administration has not helped, evidence of a cyclical slowdown was 

already apparent. With investment in certain parts of the economy having stalled 

for several months now (e.g Non-Residential Investment), the spillover into 

consumption may be underway. 
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Financial Stress Broadening

Despite near record lows in unemployment, a slowdown in the labour market has 

been evident for a couple of years. Jobs are a lot harder to gain today versus the 

last couple of years while for those in work the likelihood of a pay increase 

continue to decline. Set against a backdrop of higher rates and overall prices, it 

is no surprise that delinquencies are continuing to climb – and not just at the low 

end. The biggest increase in credit card and auto delinquencies over the past 2 

years has occurred in higher income brackets (+$150k). Additionally, the 

renewed requirement to repay student debt is likely impacting repayment of 

other forms of debt.
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 Can AI Save Us?

Forecasts regarding the potential impact of AI on GDP are wide ranging – some as 

high as 1% p.a. for next 10 years1 others as low as 1% in total.2 The difference in 

opinion lies in the ability of AI to move from automating basic tasks to more 

complex/high value add ones (without displacing too many workers). Investment 

in AI has been a standout area over the past 18 months with just 4 companies 

slated to spend ~$300bln this year. Big Tech has thus far been able to take the 

financial strain but for how much longer before serious questions will be raised 

over revenue generating capacity?  With Mark Zuckerberg intimating ‘Gen AI’ 

won’t be a revenue generator for at least a few years, how likely is it that growth 

and productivity gains will be enough to offset a slowdown elsewhere?
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1. PwC Value in Motion | PwC 2. The Simple Macroeconomics of AI | NBER 

https://www.pwc.com/gx/en/news-room/press-releases/2025/ai-adoption-could-boost-global-gdp-by-an-additional-15-percentage.html
https://www.nber.org/papers/w32487
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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 
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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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