
The roar of the bond bears is deafening. With annualized US CPI inflation running at 7.5% and nominal long-term government 

bonds with barely a 2% handle, it is easy to see why the bond market has very few friends. 

The Federal Reserve (the “Fed”) is poised to start raising rates in March 2022, which is roughly the same time it plans to stop 

purchasing securities to add to the balance sheet. Additionally, “quantitative tightening,” the reduction of the ~$9 trillion Fed 

balance sheet, is expected to begin “sometime after the first interest rate rise.” At this point, the central bank will no longer 

reinvest maturing securities, and may potentially begin selling assets to reduce their bloated holdings.
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Nevertheless, there are some subtle clues 

which give bond bulls hope, and indicate the 

bond sell-off, which began in August 2020, 

might be closer to its end than its beginning. 

Firstly, the coming Fed rate hikes are no longer 

a surprise. At the time of this writing, there are 

175 basis points of rate hikes priced in for 2022, 

one at every Fed meeting, and a further rate 

hike in 2023—so terminal rates of roughly 2% 

are priced in. The roaring economic growth of 

2021 has certainly slowed, as evidenced by the 

downshifting in the Q4 2021 GDP number, and the massive inventory build during the period will weigh on growth going forward. 

In fact, Atlanta Federal Reserve GDPNow, which had a very prescient call on GDP figures recently, is down at 0.7% Q1 2022 growth

—quite the downshift from last year’s roaring expansion.
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Interestingly, according to the Fed’s latest 

Survey of Consumer Expectations, the median 

three-year ahead inflation expectations had 

the biggest decline on record this week, while 

base effects will have the impact of 

mechanically rolling annual inflation over in 

the coming months as higher prints from late 

2020 and early 2021 leave the annual 

calculation.
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Market signals are now flashing amber as well 

to bond bears —the US 5 year / 30 year interest 

rate swap curve one-year forward is inverted. 

This is quite unusual and implies the market 

thinks the end of the cycle is coming just one 

year after the beginning of the Fed hikes. 

Looking at the interest rate picture in the front 

end of the yield curve, the market has priced 

for Fed cuts for 2024.
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A B O U T  T H E  A U T H O R

In summary, we have a Fed that is beginning a rate hike cycle, which is priced 

to take overnight rates 2% higher, while the economy is rapidly slowing and 

inflation might be peaking. The demographic argument behind retirees 

needing fixed income is as strong as ever, and this might be a fixed income 

gift for all those waiting to buy.
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Investment advisory services are offered through YieldX Advisers, LLC, an affiliate of YieldX, Inc. Yield Advisers, LLC is an investment 

adviser registered with the Securities and Exchange Commission (SEC).  Registration of an investment adviser does not imply any 

specific level of skill or training and does not constitute an endorsement of the firm by the Commission.  YieldX Advisers, LLC only 

transacts business in states in which it is properly registered or is excluded or exempted from registration.  A copy of YieldX Advisers, 

LLC's current written disclosure brochure filed with the SEC which discusses among other things, YieldX Advisers, LLC 's business 

practices, services and fees, is available through the SEC's website at: www.adviserinfo.sec.gov.


 


Please note, the information provided herein is for informational purposes only and investors should determine for themselves whether 

a particular service or product is suitable for their investment needs. Please refer to the disclosure and offering documents for further 

information concerning specific products or services.


 


All investment strategies have the potential for profit or loss; changes in investment strategies, contributions or withdrawals may 

materially alter the performance and results of a portfolio. Different types of investments involve varying degrees of risk, and there can 

be no assurance that any specific investment will be suitable or profitable for a client's investment portfolio. Past performance is not a 

guarantee of future results. There is no guarantee that investment objectives or targets will be achieved.


 


This document may contain forward-looking statements relating to the objectives, opportunities, and the future performance of the U.S. 

market generally. Forward-looking statements may be identified by the use of such words as; “believe,” “expect,” “anticipate,” “should,” 

“planned,” “estimated,” “potential” and other similar terms. Examples of forward-looking statements include, but are not limited to, 

estimates with respect to financial condition, results of operations, and success or lack of success of any particular investment strategy. 

All are subject to various factors, including, but not limited to general and local economic conditions, changing levels of competition 

within certain industries and markets, changes in interest rates, changes in legislation or regulation, and other economic, competitive, 

governmental, regulatory and technological factors affecting a portfolio's operations that could cause actual results to differ materially 

from projected results. Such statements are forward-looking in nature and involve a number of known and unknown risks, uncertainties 

and other factors, and accordingly, actual results may differ materially from those reflected or contemplated in such forward-looking 

statements. Prospective investors are cautioned not to place undue reliance on any forward-looking statements or examples. None of 

YieldX Advisers, LLC or any of its affiliates or principals nor any other individual or entity assumes any obligation to update any forward-

looking statements as a result of new information, subsequent events or any other circumstances. All statements made herein speak 

only as of the date that they were made.


 


Certain information herein has been obtained from third party sources and, although believed to be reliable, has not been 

independently verified and its accuracy or completeness cannot be guaranteed. No representation is made with respect to the 

accuracy, completeness or timeliness of this document.
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