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Higher for longer will run into recession risk …
Rising US recession risk will keep pressure on short-term rates and yields as the market begins to price in more 
cuts again as the economy weakens
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… but eventually inflation will return I
Inflation in the US is likely to re-accelerate for several reasons. For a start, the liquidity-driven rise in oil and 
commodity prices, as well as rising food prices
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… but eventually inflation will return II
Money growth continues to be supportive for inflation, as savings-deposits’ growth is weak. Even headline 
measures, such as adjusted M1 and M2’s annual growth, has started to rise. Expectations are rising again too

And when stimulus in China gains traction, as it soon should, this will also add to US inflation

4



Stock market has been masking credit crunch in making
Low implied equity volatility is helping keep credit spreads repressed, compounded by the now huge $1.5 trillion 
private credit market distorting price discovery
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Banks at risk from positive stock-bond correlation
The market has yet to fully digest the implications of a positive stock-bond correlation. It threatens to drive bond 
risk premium wider, and bond prices lower

US banks and other mark-to-market holders still have elevated holding of USTs

6



Disclaimer:
The BLOOMBERG TERMINAL® service and Bloomberg data products (the “Services”) are owned and distributed by Bloomberg Finance L.P. (“BFLP”) except (i) in Argentina, 
Australia and certain jurisdictions in the Pacific islands, Bermuda, China, India, Japan, Korea and New Zealand, where Bloomberg L.P. and its subsidiaries (“BLP”) distribute these 
products, and (ii) in Singapore and the jurisdictions serviced by Bloomberg's Singapore office, where a subsidiary of BFLP distributes these products. BLP provides BFLP with global 
marketing and operational support. Certain features, functions, products and services are available only to sophisticated institutional investors and only where permitted. BFLP, BLP 
and their affiliates do not guarantee the accuracy of prices or information in the Services. Nothing in the Services shall constitute or be construed as an offering of financial instruments 
by BFLP, BLP or their affiliates, or as investment advice or recommendations by BFLP, BLP or their affiliates of an investment strategy or whether or not to “buy”, “sell” or “hold” an 
investment.  The following are trademarks and service marks of BFLP, a Delaware limited partnership, or its subsidiaries: BLOOMBERG, BLOOMBERG ANYWHERE, BLOOMBERG 
MARKETS, BLOOMBERG NEWS, BLOOMBERG PROFESSIONAL, BLOOMBERG TERMINAL and BLOOMBERG.COM. Absence of any trademark or service mark from this list does 
not waive Bloomberg’s intellectual property rights in that name, mark or logo. All rights reserved.


