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The 2-30 yield curve spread briefly turned negative last week, and 
currently stands in the low single-digits, a clear indicator that 
market participants are bracing for headwinds to economic 
growth and market performance. Inflation and slowing economic 
growth pose risks for the US economy as a more hawkish, 
woefully behind-the-curve (as Bulltick Research has contended 
for the past year) Fed launches a more aggressive 50bps hiking 
cycle.  
 
While such a scenario should not be discounted (and indeed it is 
an alarm that Bulltick has been ringing for some time now), we 
should also bear in mind that nominal pricing of companies 
should benefit from higher prices, as companies are able to pass 
along higher costs and earn higher profits, at least in nominal 
terms. This should in theory be especially true amid a tight labor 
market and solid (again, nominal) wage gains.  
 
We have updated many of our forecasts given the change in the 
macro picture from Russia’s invasion and the ensuing disruption 
in food and energy prices. We see the UST 10 year at 2.75% (from 
a prior 2022 year-end forecast of 2.25%), WTI oil at $110 p/b, SPX 
base case 4,700, fed funds ending at 2.00%, US economic growth 
of 2.8% and core PCE inflation at 4.5% y/y. 

  

 

Asset Spot

Chg In 
Past 2 
Weeks

YTD 
Change

USG10Y 2.60 +31bps +109bps

USG30Y 2.62 +14bps +72bps

JGB10Y 0.25 +2bps +17bps

DXY 99.61 1.00% 4.11%

EUR 1.09 -0.94% -4.12%

JPY 123.79 -2.14% -7.04%

MXN 20.15 0.37% 1.89%

BRL 4.71 2.42% 18.23%

SPX 4487 0.69% -5.85%

IBOV 118026 0.48% 12.60%

MEXBOL 55467 0.57% 4.12%

Brazil 10Y 11.48 -64bps +69bps

Mexico 10Y 8.54 +14bps +98bps

MXEF 1157 1.41% -6.11%

Gold 1926 -0.93% 5.28%

WTI Crude 97.1 -15.51% 29.12%

As of 04/06/2022
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The Fed has taken a far more aggressive tone, and according to the median ‘DOTS Plot’ estimate of 
the Fed funds trajectory, fully expects to follow up with hawkish action. The latest plot envisions a full 
percentage point more of rate hikes, a reflection that the Fed has realized that it is behind the curve 
and must work diligently to anchor inflation. While many are concerned that an aggressive Fed could 
put the brakes on growth, we view it as on-balance positive that officials are taking the inflation 
problem more seriously. We maintain our exposure to risk assets and note that in an exceptionally 
high-price environment, solid companies with the ability to pass on costs will likely outperform 
traditional safe-havens like USTs, given the prospect of declining bond prices amid the hiking cycle.  
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Average fixed-rate mortgages nationwide are now hovering around 5.00%, the highest they’ve been 
since 2011. An inventory shortage, a backlog of demand, and a construction sector playing catch-up, 
and a historically low proportion of current mortgages with adjustable rates will all preclude a 
collapse in the housing sector, despite these pronounced headwinds. Nevertheless, we expect 
mortgage rates to continue to rise, and believe that further upside to real estate will be limited.  

 
The yield curve has flattened markedly, with the spread between 30s and 10s nearly non-existent at 
2bps, and the 30-2s spread at just 5bps, after briefly turning negative last week. While an inverted 
yield curve has been one of the most consistent indicators of recession in years past, we only expect a 
sharp slowdown in growth in 2022, with forecasts further afield dependent on the Fed’s success or 
failure at reining in inflation.  
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We expect the 10-year Treasury yield to continue to ascend through year-end 2022, rising to 2.75%. 
With it and given the rising interest rate differential between the US and Europe, upside pressure we 
expect to overcome countervailing depreciation forces to keep the DXY strong through December. 
Geopolitical risk could keep currencies volatile with the safe haven status pressuring JPY and USD in 
times of stress. 
 

 
 
Within the emerging space, we see upside in commodity-exporters, particularly in Colombia and 
Brazil, where politics remain at the forefront of investors’ minds but where we see potential for 
positive market surprises. Colombian elections favor left-wing Petro but recent polls show the 
possibility for a surprise while in Brazil, a re-election of former President Lula is not going to derail the 
economy.  
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We have updated our S&P 500 sector views and have overweights on those sectors that historically 
outperform in stagflationary scenarios: utilities, staples, healthcare, and energy. We have moved 
marketweight on tech and UW in communication services and discretionary given these sectors’ less 
favorable historical returns in a slowing economy with high inflatin and rising fed funds rates. We 
recommend marketweight positions in industrials, real estate (which has countervailing forces at play, 
leaning to the downside), and financials (which was our top pick and top performing sector in 2021.)  

 
 
The cyclicals/defensives sectors ratio is showing an outperformance of value with a year-to-date 
return of -1.6%. Indeed, we recommend overweight positions in defensive sectors including Energy, 
Staples, Utilities and Healthcare. Communication Services, Technology, Banks and Consumer 
Discretionary we expect to underperform in an environment of rising intervention rates and slowing 
economic growth. 

 

S&P Benchmark Indices SPX Current Average (60M) Percent of Weighted EPS Bulltick
Weight Fwd PE Ratio Fwd PE Ratio Average Trajectory 2022 View

S&P 500 Index 100.00 20.28 19.94 101.7% ↑

S&P 500 Info Tech Index 28.03 25.94 22.72 114.2% ↑ MW
S&P 500 Health Care Idx 13.51 16.56 16.67 99.4% ↑ OW
S&P 500 Cons Discret Idx 12.14 28.54 28.22 101.1% ↑ UW
S&P 500 Financials Index 10.89 14.60 14.01 104.2% ↑ MW
S&P 500 Comm Svc 9.52 18.58 17.53 106.0% ↑ UW
S&P 500 Industrials Idx 7.73 20.85 22.38 93.1% ↑ MW
S&P 500 Cons Staples Idx 6.09 22.25 20.21 110.1% ↑ OW
S&P 500 Energy Index 3.92 10.97 25.87 42.4% ↑ OW
S&P 500 Real Estate Idx 2.79 46.43 42.55 109.1% ↑ MW
S&P 500 Utilities Index 2.76 22.17 18.78 118.1% ↑ OW
S&P 500 Materials Index 2.63 15.90 18.85 84.3% ↑ OW

S&P 500 Sector Valuations
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Source: Bloomberg, Bulltick

Alternative Investments

As of 04/05/2022

① Extreme volatility has characterized
oil over the past several weeks, most
notably due to the prospect of supply
disruptions in Europe amid the ongoing
conflict in Ukraine. Europe is highly
dependent on Russian oil, and despite
escalating sanct ions against his country to
punish Russian President Vladimir Putin's
aggression, the energy sector has been
spared. This may change, particularly if
recent stories of serious war crimes are
verified and repeated. As such, we believe
that the risks to oil prices are weighted to
the upside, with a 'fat tail' risk of a return
to US$120+ prices for WTI . Our core
scenario, and our forecast, is for WTI to
end the year at US$110/bbl.

② Rig counts in the US are coming back
online, but will struggle to keep pace with
demand, particularly if further supplies
are needed to keep the lights on in
Europe. US production growth has also
been slow due to environmental priorities
by the Biden administration. We expect
the political calculus to change amid
soaring pump prices, and for restrictions
to ease, but this will take time to have an
impact on global prices.

③ Precious metals have come off their
recent highs, as UST yields have climbed,
reducing the appeal of non-yielding safe-
havens. Nevertheless, we expect that
inflation is here to stay for the next
several years, and that gold should be part
of an inflation-hedge strategy, along with
real assets and even cryptocurrency.
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About us & contacts 
 
About Bulltick Capital Markets 
 
Bulltick Capital Markets is a full-service investment bank specialized in Latin America. The firm offers a variety of 
diversified financial products and services with local know-how and international expertise. Its client base is 
comprised of established financial institutions and qualified investors in Latin America, as well as of the international 
financial community with investment interests in the region. Bulltick is headquartered in the United States, with 
offices in Miami, Mexico City, and Bogota. 
 
Our Research Resources 
 
With Bulltick's vast Latin American in-roads, resources and networks, our research team is strategically positioned to 
provide value-added research on local and regional companies, markets and industries. With analysts in the region, 
along with management road shows, we are able to track the pulse of the leading markets in Latin America. We 
make it our business to know the business of the region, so we can help our clients manage volatility with in-depth 
coverage of macroeconomic leading sectors and market-moving events. 
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ANALYST CERTIFICATION 
 
The analyst(s) primarily responsible for the preparation of this report hereby certify that all the views expressed herein accurately reflect their personal views 
only. The analyst(s) also certify that no part of their compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views 
expressed in this report. 
 
IMPORTANT DISCLOSURES 
 
Principal/Agency Trading: 
Bulltick and its affiliated entities, employees, officers, and directors may deal on a principal and/or agency basis in transactions involving currencies, markets, 
sectors and/or securities referred to herein (or related derivatives or other instruments related thereto), including in transactions which may be contrary to any 
recommendations contained herein. 
The Firm’s Analysts may interact with sales and trading personnel in the ordinary course of business. Such sales and trading personnel may trade and/or have 
proprietary positions in the securities (or in related derivatives) that are the subject of this report, and the Firm's interest may conflict with the interests of 
investors in those instruments. 
 
Analyst Compensation: 
The costs and expenses of research, including the compensation of the analyst(s) that prepared this report, are paid out of the Firm's total revenues, a portion of 
which are generated by its fixed income division. 
 
Conflict Management: 
Fixed income personnel report to the head of fixed Income and are not subject to the direct or indirect supervision or control of any other Firm department (or 
members of such department). 
 
OTHER DISCLAIMERS 
 
Bulltick and its subsidiaries, affiliates, shareholders, directors, officers, employees, and licensors (“The Bulltick Parties”) will not be liable (individually, jointly, or 
severally) to you or any other person as a result of your access, reception, or use of the information contained in this document for indirect, consequential, 
special, incidental, punitive, or exemplary damages, including, without limitation, lost profits, lost savings, and lost revenues (collectively, the “Excluded 
Damages”), whether or not characterized in negligence, tort, contract, or other theory of liability. The information contained in this document has been obtained 
from sources believed to be reliable, although its accuracy and completeness cannot be guaranteed. All opinions, projections and estimates constitute the 
judgment of the author as of the date of the report and these, plus any other information contained herein, are subject to change without notice. Prices and 
availability of financial instruments mentioned are also subject to change without notice. 
 
Bulltick and its affiliated companies have not taken any steps to ensure that the recommendations referred to in this report are suitable for any particular 
investor. The Report is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of any financial product. Securities 
and financial products mentioned in the report are subject to investment risks, including the possible loss of the principal amount invested. The financial 
instruments mentioned in this document may not be eligible for sale in some countries. The Report is not to be construed as providing investment services in 
any jurisdiction where the provision of such services would be illegal. 
 
Investing in non-US securities or markets, may entail additional risks. Securities of non-US issuers may not be registered with and may not be subject to the 
reporting requirements of the US Securities and Exchange Commission. There may be limited information available on foreign securities or markets. Foreign 
companies are generally not subject to uniform audit and reporting standards, practices, and requirements comparable to those in the US. Investments in 
foreign markets may be less liquid and their prices more volatile than those comparable in US. In addition, exchange rate movements may have an adverse 
effect on the value of an investment in a foreign market. 
 
The information contained in the report is privileged and confidential and intended solely for the recipients who have been specifically authorized to receive it 
and it may not be further distributed. Bulltick and its affiliates accept no liability whatsoever for the actions of third parties. Should you receive this message by 
error you are hereby notified that any disclosure, reproduction, distribution, or use of this message is strictly prohibited. 
 
The Report may provide the addresses of, or contain hyperlinks to, websites, except to the extent to which the Report refers to website material of Bulltick, the 
Firm takes no responsibility for, and makes no representation or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink is provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing 
such website or following such link through the Report or the website of Bulltick shall be at your own risk and Bulltick shall have no liability arising out of, or in 
connection with, and such reference website. 
 


