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Main macro and investment themes for 2022
• The disconnection between Monetary policy, Economic fundamentals
and Asset prices need to converge
• We believe this convergence is likely to lead to headwinds to
performance and an increase in volatility

GDP growth likely to
remain robust, with
inflation remaining
high, forcing central
banks to act

• We expect GDP growth to slow, but to remain above historical
averages, however we also expect high inflation to linger above
central bank targets
• In the US, we think the Federal Reserve will be forced to act more
aggressively if the unemployment rate continues to fall
• Main risk to markets is policy error from the Fed, they must tread a
fine line, but unlikely to cause cycle to end prematurely
• Ultimately, a convergence should result in a healthier balance, and we
think will likely lead to an intra-cycle dip that will present buying
opportunities

These views represent the opinions of TwentyFour as at February 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.
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Monetary Policy Repricing
UST Yield %
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Past performance is not a reliable indicator of current or future performance. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and
you may not get back the amount originally invested. Index performance is used for illustrative purposes only. It is not possible to invest directly into an index and they will not be actively managed.
Source: TwentyFour, Bloomberg
8 February 2022
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Central banks have a difficult job
• We anticipate inflation in the US to remain high, and unemployment to
fall decisively below 4% as early as Q1 ‘22
• Fed is likely to speed up tapering to avoid being accused of being
behind the curve, giving additional time for base rate hikes

Base rates likely to rise
in the US and UK,
beginning the
convergence towards
mid-cycle economic
conditions

➢ Possible that we see four or five rate hikes in 2022
• The ECB will be vigilant to tightening of financial conditions and are
likely to bridge the gap between the PEPP and APP
➢ Rates on hold in the short term, but bond yields look vulnerable
• The BoE started hiking rates in December
➢ High inflation is likely to force an active hiking policy. Close call
on 50 bps hike in January meeting

These views represent the opinions of TwentyFour as at February 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.
4

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

Growth is likely to be above trend in 2022
GDP growth (%)
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IMF World Economic
Outlook projections
were revised down
slightly but growth is
still very strong,
particularly in DM
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These views represent the opinions of TwentyFour as at February 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. Past and forecasted performance are not reliable indicators of current or future performance. Equally, market expectations and forwardlooking statements are opinion and should not be viewed as an indication of future performance. Data source: IMF
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Spreads have sold off from lows
HY Spreads (bp)
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These views represent the opinions of TwentyFour as at February 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. Past performance is not a reliable indicator of current or future performance. The value of an investment and the income from it can fall
as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. Index performance is used for illustrative purposes only. It is not possible to invest directly
into an index and they will not be actively managed.
Data source: ICE Indices
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Credit spreads could struggle in H1 ‘22
• Credit fundamentals are likely to remain supportive; positive rating
migrations and default rates remaining at or below historical averages
• However, rising government bond yields, tightening financial
conditions and policy error concerns increase credit spread pressures

Credit spreads look
vulnerable to
increasing headwinds
but we think value can
still be found

• We expected spreads to retrace wider in H1 2022, but some of this
has been accelerated by the Omicron variant
• We think this is likely to be an intra-cycle dip that presents a buying
opportunity
• Some sectors are worth a closer look in our view;
➢ Floating rate European ABS, especially CLOs, could provide
strong returns
➢ Banks still look compelling to us, and spreads have already
widened
➢ Emerging Markets will likely see further volatility but a good
entry point could emerge later in 2022

These views represent the opinions of TwentyFour as at February 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.
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CLOs can provide very interesting
risk adjusted yield opportunities
(bp)

(bp)

We do not expect the
gap to HY to close. But
in 2022 we think carry
is likely to be the most
important component
of total returns
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These views represent the opinions of TwentyFour as at February 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. Past performance is not a reliable indicator of current or future performance. The value of an investment and the income from it can fall
as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. Index performance is used for illustrative purposes only. It is not possible to invest directly
into an index and they will not be actively managed.
Data source: TwentyFour, ICE Indices
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Banks proved their resilience
(%)
16

15

The COVID crisis was
one of the most acute
in history. No AT1
coupons in Europe
were suspended, no
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throughout the crisis
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These views represent the opinions of TwentyFour as at February 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. Past performance is not a reliable indicator of current or future performance. Based on Bloomberg composite ‘Intelligence: Lage Cap
European Banks Top Competitive Peers’ which is a composite of the major European banks as compiled by Bloomberg. Performance is used for illustrative purposes only.
Data source: Bloomberg
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EM assets have underperformed

HY Spreads (bp)
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These views represent the opinions of TwentyFour as at February 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. Past performance is not a reliable indicator of current or future performance. The value of an investment and the income from it can fall
as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. Index performance is used for illustrative purposes only. It is not possible to invest directly
into an index and they will not be actively managed.
Data source: TwentyFour, ICE Indices
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Strategy for managing 2022 headwinds
• Avoid unwanted government-bond yield curve risk though portfolio
construction, supplemented with an Interest Rate Swap if needed
• Credit fundaments look supportive to holding credit and moving down
the curve

Credit risk looks more
attractive to us than
duration risk. Having
adequate liquidity will
be important in order to
buy any intra cycle
dips

• Lower rated, shorter dated credits benefit from roll down and are
preferable to higher quality longer dated names, which have more
duration risk
• Important to maintain a liquidity buffer to take advantage of any intracycle dip to try and improve portfolio yields
• Ultimately, spread plus roll down, plus good security selection should
trump the modest widening in overall credit spreads
• We think reasonable returns can still be generated, but volatility will be
higher than seen in 2021

These views represent the opinions of TwentyFour as at February 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.
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Contact details
TwentyFour Asset Management LLP
8th Floor
The Monument Building
11 Monument Street
London
EC3R 8AF
T: +44 (0)20 7015 8900
twentyfouram.com
sales@twentyfouram.com
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Important information
This marketing document prepared and approved by TwentyFour Asset Management LLP (“TwentyFour”), a company of the Vontobel Group (“Vontobel”) for institutional / professional investors and approved for use in
certain jurisdictions only. Vontobel offers a variety of products and services intended solely for qualified investors from certain countries or regions. Your country of legal residence will determine the products or
services that are available to you. Information herein should not be considered a solicitation or offering for the sale of any investment product or service to any person in any jurisdiction where such solicitation or offer
would be unlawful or prohibited. Furthermore, this information is not intended for use in any jurisdiction which would subject Vontobel to any registration, licensing or other authorization requirement within such
jurisdiction or country. It is the responsibility of the recipient to inform themselves and observe applicable regulations and restrictions for their respective jurisdiction(s). Information herein is not intended for U.S.
Persons, retail investors, and/or distribution to the general public in any jurisdiction.
This document is not intended to be relied upon as the basis for an investment decision, and is not to be construed as investment advice or any other kind of advice on legal, tax, financial or other advice or a
recommendation to take any investment action. Information herein should not be assumed to be complete and no representation is given that the securities, products, or services discussed herein is suitable for any
particular investor. TwentyFour or Vontobel are not acting as advisor or fiduciary. Accordingly, you must independently determine, with your own advisors, the appropriateness for you of the securities before investing.
You are not entitled to rely on this document and no liability is accepted whatsoever for any consequential losses arising from the use of this document or reliance on the information contained herein. The views and
opinions herein are those of Vontobel and may change at any time and without notice. Although Vontobel believes that the information provided herein is based on reliable sources, it cannot assume responsibility for
the quality, correctness, timeliness or completeness of the information contained herein.
The index data referenced herein is the property of Merrill Lynch, Pierce, Fenner & Smith Incorporated (BofAML) and/or its licensors and has been licensed for use by TwentyFour. BofAML and its licensors accept no
liability in connection with its use. Index performance is used for illustrative purposes only.
Past performance is not a reliable indicator of current or future performance. Indices are unmanaged and have been provided for comparison purposes only. No fees or expenses are reflected and you cannot
invest directly in an index.
All information, opinions and estimates are subject to change, may have already been acted on by TwentyFour and/or Vontobel for their purposes. Information herein is not intended to predict actual results and no
assurances are given with respect thereto. Some of the information herein may contain projections or other forward-looking statements regarding future events or future financial performance of countries, markets
and/or investments. These statements are only opinion and actual events or results may differ materially. The reader must make their own assessment of the relevance, accuracy and adequacy of such information and
make such independent investigations as they consider necessary or appropriate for the purpose of such an assessment. All information contained in this document are based on the best information available at the
date indicated in the document. Although we believe that the information provided in this document is based on reliable sources, we cannot assume responsibility for the quality, correctness, timeliness or
completeness of the information contained herein including that which has been obtained from or is based upon trade and statistical services or other third party sources.
Vontobel reserves the right to make changes and corrections to the information and opinions expressed herein at any time, without notice. Any unauthorized disclosure, use or dissemination, either whole or partial, of
this material is prohibited and is not to be reproduced, copied or made available to others. 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. Neither this document 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.
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 or monitoring purposes. Copyright TwentyFour Asset Management LLP, 2022 (all rights reserved).
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