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▪ Incoming data show the economy remains resilient

▪ Central banks are looking to thread the needle as it focuses on the desired level and 
length of restrictive policy stance

▪ Markets are pricing the end of the hiking cycle

Overview
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▪ US Treasuries rallied sharply amid softer-than-expected inflation data

▪ Markets are implying cuts next year though it may be an aggressive target

US Rates

Week of 7/10

Week of 7/17
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US Inflation Source: Bloomberg, Barclays, SECOR

Source: Bloomberg, Barclays, SECOR
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Growth 
Outlook and 
Soft Landing?

▪ Real incomes are accelerating

▪ Real rates are already priced to fall below long-run levels over the coming years

Source: Bloomberg, Barclays, SECOR
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US Volatility

▪ Hiking cycle near the end stages. Could it mean higher or lower volatility?

▪ End of hiking and change in vol has correlation to length before next recession

▪ Tail risks for the Fed path are getting compressed

Source: Bloomberg, Barclays, SECOR
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▪ EUR5s30s and 10s30s have steepened YTD even as the flattening pressure on 2s5s and 
2s10s has persisted

EUR Rates

EUR Spread Moves

Source: Bloomberg, Barclays, SECOR
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▪ Bear-flattening has been the dominant EUR curve dynamic in 2022 and 2023 as the rate 
cycle gained more traction

▪ Across EUR, US and UK, on a vast majority of trading days the curve has bull-steepened 
or bear-flattened

EUR Rates

EUR Curve Movements US, UK and EUR Curve Movements

Source: Bloomberg, Barclays, SECOR
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▪ UK’s terminal rate is still the highest in the DM economies even though it has declined

UK Rates

DM Terminal Rate Projection

Source: Bloomberg, Barclays, SECOR
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▪ Economic releases since the last MPC meeting present a mixed picture

UK Inflation

Measures of Inflation Persistence UK Vacancy to Unemployed Ratio

Source: Bloomberg, Barclays, SECOR



11Source: Citi Velocity, SECOR Analytics

▪ Currently -0.36% return since beginning of 2023 when trade was recommended

▪ Trade benefitted in March 2023 during “banking crisis”

▪ Curve has continued to flatten since with hike expectations being pushed out from EOY 
2022

▪ Spread currently at -118 bps seems attractive from valuations standpoint

▪ Although signs pointing towards soft landing, we remain cautious as central banks are 
still heavily data dependent

Trade Bet 
Performance:
USD 2s10s 
Curve 
Steepener
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Factors Comments Historical Range

Valuations and 
Fundamentals

▪ Longer term we expect rates to become more range bound with eventual lower 
volatility

▪ We are nearing the end of the hiking cycle
▪ There is a question around the aggressiveness of the rate cuts being priced

Technicals ▪ We expect 2s10s and 5s30s steepening opportunity (though fundamentals may 
disagree)

Macro Impact ▪ Inflation may have peaked but still a big risk. Markets still watching economic 
data prints to determine policy path which should be supportive of volatility in 
the near term

▪ US may be leading the disinflation and UK’s print has been following

Overall ▪ 9-to-12 month view vs Fwds

Bearish             Neutral               Bullish

x

Bearish             Neutral               Bullish

x

Bearish             Neutral               Bullish

x

Bearish             Neutral               Bullish

x

x  Last Quarter

Current Quarter



Scenario-Based Outlook: Neutral Duration
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▪ Key take aways

– Rates should eventually stabilize over the next 1 to 2 years as inflation normalizes and monetary policy pivots

– There are risks around data prints as the central banks are more data driven

– Overall, we are neutral vs the forward rates

As of 21 July 2023 30yr  EUR Swap 30yr GBP Swap 30yr USD Swap

Spot Rates 2.63% 3.83% 3.26%

Probabilities

Tail risks: Recession shock, geo-political 
environment deteriorates

5% 5% 5%

Policy mistake, Inflationary surprises, 
Earnings below expectations

35% 35% 35%

Base Case: Soft Landing 45% 45% 45%

Positive earnings + falling inflation and 
improved productivity

15% 15% 15%

Probability Weighted Rate 2.64% 3.83% 3.25%

Implied 1yr Forward Rate 2.53% 3.70% 3.12%

Difference vs Forward 0.10% 0.12% 0.12%



Disclaimer

The information and opinions contained in this presentation are for background purposes only and do not purport to be full or complete. No reliance may be placed for any purpose on the information or opinions
contained herein. SECOR does not give any representation, warranty or undertaking, or accept any liability, as to the accuracy or the completeness of the information or opinions contained herein.

This presentation does not constitute an offer or solicitation to any person in any jurisdiction. Any such offering will only be made in accordance with the terms and conditions set forth in a private placement
memorandum or other offering document.

Recipients should not rely on this material in making any future investment decision. We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as such. Opinions
expressed herein are subject to change without notice. Certain information contained herein (including any forward-looking statements and economic and market information) has been obtained from published sources
and/or prepared by third parties and in certain cases has not been updated through the date hereof. While such sources are believed to be reliable, SECOR and its affiliates do not assume any responsibility for the
accuracy or completeness of such information. SECOR does not undertake any obligation to update the information contained herein as of any future date. Any views or opinions expressed may not reflect those of the
firm as a whole.

This document may include projections or other forward-looking statements regarding future events, targets, intentions or expectations. Due to various risks and uncertainties, actual events or results may differ
materially from those reflected or contemplated in such forward-looking statements. Past performance is no guarantee of future results. Investments are subject to risk, including the possible loss of principal. There is no
guarantee that projected returns or risk assumptions will be realized or that an investment strategy will be successful. No representation, warranty or undertaking is made as to the reasonableness of the assumptions
made herein or that all assumptions made herein have been stated. Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance of any specific investment,
investment strategy, or product made reference to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be suitable for your portfolio.

Illustrative models or investments presented in this document are based on a number of assumptions and are presented only for the limited purpose of providing a sample illustration. Any sample illustration is inherently
subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond SECOR’s control. Any sample illustration may not be reflective of any actual investment purchased,
sold, or recommended for investment by SECOR and are not intended to represent the performance of any investment made in the past or to be made in the future by any portfolio managed or advised by SECOR. Actual
returns may have no correlation with the sample illustration presented herein, and the sample illustration is not necessarily indicative of an investment that SECOR will make. It should not be assumed that SECOR’s
investment recommendations in the future will accomplish its goals or will equal the illustration provided herein.

The information contained in this document is based on matters as they exist as of the date of preparation of such material and not as of the date of distribution or any future date and SECOR does not undertake any
obligation to update the information contained herein as of any future date. This document does not constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product. It is
provided for background purposes only and on the understanding that the recipient has sufficient knowledge and experience to be able to understand and make its own evaluation of the information described herein, any
risks associated therewith and any related legal, tax, accounting or other material considerations. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to
his/her/its specific portfolio or situation, it is encouraged to consult with the professional advisor of his/her/its choosing.

Investment advisory services are provided by SECOR Investment Advisors, LP (“SIA”) and SECOR Investment Advisors (UK), LLP, (“SIA-UK”) , each subsidiaries of SECOR Asset Management, LP. Portfolio solutions are
provided by SECOR Investment Management, LP (“SIM”), a subsidiary of SECOR Asset Management, LP. SIA UK is authorized and regulated by the Financial Conduct Authority. Each of SIA and SIM are registered as an
investment adviser with the Securities and Exchange Commission. Registration as an investment adviser with the Securities and Exchange Commission does not imply any level of skill or training.

Indexes are unmanaged, do not reflect deduction of fees and expenses, and are not available for direct investment.
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