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Income ConferenceThe macro outlook has changed significantly –

Is a recession upon us? 

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. They 

may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

Very difficult winter ahead for Europe, 

with Russia looking likely to keep the 

pipelines closed

Economic fundamentals have 

deteriorated significantly in 2022

UK also looked very vulnerable, 

however the new energy support 

package has generated optimism 

Geopolitical risks are very elevated

However, the US economy continues to 

show signs of strength, with the labour

market and consumers remaining 

robust, as are ISMs

Global GDP has weakened

significantly

2yr-10yr Treasury curve has been 

inverted since the start of July –

a closely watched recession predictor
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Global GDP declining rapidly 

Source: Bloomberg

31 July 2022
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World economy inflation spiking higher

Source: Bloomberg

6 September 2022
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CPI – US, UK, EZ

Source: Bloomberg

31 July 2022
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Core CPI – US, UK, EZ

Source: Bloomberg

31 July 2022
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Impact on sentiment is clear

Source: Bloomberg, 31 August 2022
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However, unemployment is staying (stubbornly) low

Source: Bloomberg, 30 June 2022
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Vacancies to unemployment ratio

Unfilled job vacancies have also increased sharply

Source: Bloomberg

31 July 2022
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Framing the market reaction

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. The views expressed represent the opinions of 

TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. They may also not be shared by other entities 

within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

Data source: Bloomberg, 6 September 2022

• Weakening economic fundamentals, driven by central bank actions, weighed heavily on markets

• Government bonds sold off as base rates moved higher, leaving investors without a hiding place

> US Treasuries experienced worst H1 since 1788

> The Bloomberg Global Agg is down 20% from its highs – first bear market since 1990 inception

• Risk-On Fixed Income asset classes have also suffered significantly as recession fears have spiked 

higher

• Equity markets also incredibly hard hit, especially the high-growth Nasdaq

Performance

YTD Inntra-year low

Nasdaq -26% -32%

S&P -18% -23%

Euro Stoxx -19% -20%
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Total return (local ccy)

Government Bond indices - total returns ($, £, €)

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. 

Source: Bloomberg

7 September 2022 
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Total return (local ccy)

Investment Grade indices - total returns ($, £, €)

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. 

Source: Bloomberg

7 September 2022 
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Total return (local ccy)

High Yield and COCO indices - total returns ($, £, €)

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. 

Source: Bloomberg

7 September 2022 
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The style of this cycle – why is it so different?

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. 

They may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

• Central banks actively trying to slow their economies is a new phenomenon

> Rates policies are now generating a lot of uncertainty – used to generate certainty

• Hawkish rate risking policies is leading the weakness, not rapidly increasing credit fears

• Inflation is front and centre and is yet to peak in many areas (18-22% in UK?!)

• Not only is inflation proving to be sticky and stubborn, but much of it is also due to external factors, and out 

of the control of the central banks 

• Geopolitical risks are pronounced and look unlikely to lessen in the short term 

• The weaponizing of energy supply is a very recent development and very difficult to quantify 

• Strong labour markets and a robust consumer in the US is forcing the Fed to be extremely hawkish

• Asset prices are typically elevated in late cycle, this time risk assets look particularly cheap

Overall, many elements seem out-of-control, which is weighing heavily on sentiment
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The speed of the cycle 

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. 

They may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

Data source: Bloomberg, 7 September 2022 

• Very rapid change in base rate targets from many central banks

> US base rates were 0.25% at the start of the year, they are 2.5% now, with 3.5-3.75% projected by year-end

> ECB have gone from -0.5% to 0.75%, with markets expecting another 125bps by year-end

• Economic growth projections have also turned down quickly

> US GDP growth close to 7% QoQ at Dec’21, but we’ve already had 2 negative quarters this year

> IMF project Advanced Economies to grow 2.5% in ’22 and 1.4% in ‘23, down from 3.9% and 2.6% respectively 

in their January outlook 

• Market participants had to quickly adjust, but struggled to keep up, and this hit prices very hard

• Impact of the war in Ukraine was probably underestimated; contributing to a big spike in commodity prices

> YTD: Brent crude +23%, Heating Oil +59%, ICE Nat Gas index +140%



This presentation is a marketing communication for professional investors only / not for public viewing or distribution. 

Annual Fixed
Income Conference

Where are we now – Fundamentals vs. Valuations

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. 

They may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

Where are 
we now

Inflation is beginning to show

signs of easing in the US

Central banks will hike further, but

we think this has been mostly

priced in

Fixed Income valuations look

attractive
Markets appear to be much

better balanced now

Markets have anticipated

the bad news, but Fiscal

support is growing

Default rates are not expected

to increase significantly
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PCE inflation is showing signs of rolling over

Source: Bloomberg

31 July 2022
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Break-even suggests Fed is winning the inflation battle 

Source: Bloomberg

7 September 2022
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aggressively this year

Past performance is not a reliable indicator of current or future performance. 

Source: Bloomberg

7 September 2022
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Euro bond curve

Past performance is not a reliable indicator of current or future performance. 

Source: Bloomberg

7 September 2022
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IG effective yield (%)IG spread to worst (bp)

IG Spreads and Yields are significantly more attractive

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. 

Source: ICE Indices
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HY effective yield (%)HY spread to worst (bp) 

HY Yields and Spreads have reset even higher

Past performance is not a reliable indicator of current or future performance. It is not possible to invest directly into an index and they will not be actively managed. 

Source: ICE Indices

328

370

310

515

630

577

300

350

400

450

500

550

600

650

$ Index £ Index € Index

2nd Sept 21 2nd Sept 22

4.02 3.94

2.34

8.39

9.15

6.95

2

3

4

5

6

7

8

9

10

$ Yeild £ Yield € Yield

2nd Sept 21 2nd Sept 22



This presentation is a marketing communication for professional investors only / not for public viewing or distribution. 

Annual Fixed
Income Conference

5yr cumulative default rate

5-yr Default Rate expectations

Note: Implied defaults calculated using 35% recovery rate. Historic defaults calculated using Moody’s default data since 1970 and current index ratings composition. 

Source: Morgan Stanley Research, Bloomberg, Moody’s; July 2022
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High Yield Maturities 

Maturity wall is not significant in the near term

Source: Bloomberg

September 2022
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Interest coverage

Interest coverage is also above long term average

Source: Morgan Stanley

July 2022
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What could the future hold?

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. 

They may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance.

Energy support is coming in 

Europe, but not enough detail is 

available yet 

Geopolitical risks are not 

going away

Central banks will probably have to 

be lucky to avoid a recession –

but if they don’t we think it might 

be a mild one

The US seems best placed, but 

Fed remains hawkish

External inflation pressures are 

expected to remain elevated in the 

medium term

Stability in Government bonds 

essential to improving sentiment
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Positioning based on this?

These views represent the opinions of TwentyFour as at September 2022, they may change and may have already been acted upon, and do not constitute investment advice or a personal recommendation. 

They may also not be shared by other entities within the Vontobel Group. Market expectations and forward-looking statements are opinion and should not be viewed as an indication of future performance. It is 

not possible to invest directly into an index and they will not be actively managed. 

Data source: Bloomberg, 7 September 2022

• With volatility likely to remain elevated, we think portfolios need to be more cautiously positioned

• Build in long dated Treasuries – help to provide balance, protection, and now yield as well  

• Defaults look likely to increase, but are not expected to increase significantly

• High yields available in risk-on credit should help provide some protection, but be stock specific 

> Focus on; shorter credit spread duration, higher quality, recession resilient, inflation resilient

• Pull to par is very strong in short dated bonds

• Forward break-evens for indices look attractive: 

Yield (%) Spread Duration (yrs) Forward B/E Yield (%) Forward CS Dur (yrs)

$ HY 8.45 4.19 11.14 3.45 

£ HY 9.30 4.01 12.36 3.30 

€ HY 7.08 4.53 9.24 3.50 

COCO 7.63 3.07 11.30 2.23 
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Important information

This presentation and associated document (“material”) is a marketing communication prepared and approved by TwentyFour Asset Management LLP (“TwentyFour”), a company of the Vontobel Group (“Vontobel”)

for information purposes only. Its contents and any information provided or discussed in connection with it may not be reproduced, redistributed, referenced, or passed on, directly or indirectly, to any other person or

published, in whole or in part, for any purpose, without the consent of TwentyFour. Acceptance of delivery of any part of this material by you constitutes unconditional acceptance of the terms and conditions of this

notice.

This material shall not constitute an offer or invitation or any solicitation of any offer to sell or to subscribe for or buy any securities described herein or to effect any transactions or to conclude any legal act of any kind 

whatsoever. This material is not intended to be relied upon as the basis for an investment decision, and is not, and should not be assumed to be, complete. As such you must independently determine, with your own 

advisors, the appropriateness for you of any securities before investing. You are not entitled to rely on this material and TwentyFour accepts no liability whatsoever for any consequential losses arising from the use of 

this material or reliance on the information contained herein. 

Nothing in this material should be construed as legal, tax, regulatory, accounting or investment advice or as a recommendation, or making any representations as to suitability of any investment and/or strategies

discussed and any reference to a specific security, asset classes and financial markets are for the purposes of illustration only. Any investments discussed in this material are for illustrative purposes only and no

assumption should be made as to the profitability or performance of any security, asset classes or financial markets identified. As the material was prepared without regard to specific objectives, financial situation or

needs of any potential investors, they should seek professional guidance before deciding on whether to make an investment. Investments into shares or other securities should in any event be made solely on the

basis of the relevant offering document(s) and after seeking the advice of an independent finance, legal, accounting and tax specialist. No offers, sales, resales or delivery of any securities managed by TwentyFour or

any of its affiliates or distribution of any offering material relating to such securities may be made in or from any jurisdiction except in circumstances which will result in compliance with any applicable laws and

regulations and which will not impose any obligation on the above. Neither this dmaterial nor any copy of it may be distributed in any jurisdiction where its distribution may be restricted by law. Persons who receive this

document should make themselves aware of and adhere to any such restrictions.

For the purposes of MiFID II / MiFIR (Regulation (EU) No 600/2014, and its UK onboarding and onshoring legislation), this communication is not in scope for any requirements specifically related to investment

research. TwentyFour considers the content of this communication and determine this as being of minor, non-monetary benefit. The content herewith is considered non-substantive. Consequently we will continue to

provide this content to clients on a discretionary basis with no additional charge. Furthermore, as non-independent research, it has not been prepared in accordance with legal requirements designed to promote the

independence of investment research, nor are TwentyFour subject to any prohibition on dealing ahead of the dissemination of investment research.

To the maximum extent permitted by law, we will not be liable in any way for any loss or damage suffered by you through use or access to this information, or our failure to provide this information. Our liability for

negligence, breach of contract or contravention of any law as a result of our failure to provide this information or any part of it, or for any problems with this information, which cannot be lawfully excluded, is limited, at

our option and to the maximum extent permitted by law, to resupplying this information or any part of it to you, or to paying for the resupply of this information or any part of it to you. All information contained in this

material, particularly any share prices, calculation data and forecasts, are based on the best information available at the date indicated in the material. The information in this material is not intended to predict actual

results and no assurances are given with respect thereto. Neither TwentyFour, nor any other person undertakes to provide the recipient with access to any additional information or update this material or to correct any

inaccuracies therein which may become apparent. Although TwentyFour believe that the information provided in this material is based on reliable sources, it does not guarantee the accuracy or completeness of

information contained in this material which is stated to have been obtained from or is based upon trade and statistical services or other third party sources.

Past performance is not a reliable indicator of current or future performance. In particular, statements contained in this material that are not historical facts are based on current expectations, estimates,

projections, opinions and beliefs of TwentyFour. Such statements involve known and unknown risks, uncertainties and other factors, and reliance should not be placed thereon. In addition, this material contains

"forward-looking statements”. Actual events or results or the actual performance of accounts/markets may differ materially from those reflected or contemplated in such forward looking statements. Prospective

investors are reminded that the actual performance realised will depend on numerous factors and circumstances, some of which will be personal to the investor. All opinions and estimates are those of TwentyFour

given as of the date thereof and are subject to change, may have already been acted upon and may not be shared by other members of the Vontobel Group.

Please remember that all investments come with risk. Positive returns, including income, are not guaranteed. Your investment may go down as well as up and you may not get back what you invested.

Asset allocation, diversification and rebalancing do not ensure a profit or protection against possible losses in declining markets. Commissions, fees and other forms of remuneration may affect the performance

negatively. This document does not disclose all the risks and other significant issues related to the securities/markets discussed. Investing in fixed income securities comes with risks that can include but are not

necessarily limited to credit risk of issuers, default risk, possible prepayments, market or economic developments, inflation risk and interest rate risk. Investments in high-yield bonds may be subject to greater market

fluctuations and risk of loss of income and principal than securities in higher rated categories. Investments in foreign securities involve special risks, including foreign currency risk and the possibility of substantial

volatility due to adverse political, economic or other developments.

TwentyFour Asset Management LLP is registered in England No. OC335015, and is authorised and regulated in the UK by the Financial Conduct Authority, FRN No. 481888. Registered Office: 8th Floor, The 

Monument Building, 11 Monument Street, London EC3R 8AF. Calls may be recorded for training and monitoring purposes. Copyright TwentyFour Asset Management LLP, 2022 (all rights reserved).


