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A world in flux merits increased communication. This series outlines the way we see the world, provides our 
ongoing view on the shifting opportunity-set for our seven overarching strategies, and addresses any issues 
where outcomes have disappointed. As with any multi strategy process, the positioning and return achieved 
by the team is a reflection of many inputs and approaches. Here, the views will be my own, but I will attempt 
to provide a distillation of the expert and diverse views across the team.  

Operating environment: 

 
The long-awaited recessionary reaction to an unprecedented rise in yields throughout Western economies 
has delayed its appearance. Inflation continues to fall as we expected at the end of the first quarter of 2023, 
but this has not been accompanied by a material deterioration in labour market conditions. The combination 
of higher yields and lower inflation has in many places lead to significantly higher real yields (the UK being 
perhaps the exception – more on that later). 

Positive real yields and continued deterioration of monetary aggregates we expected – the blasé reaction 
was more of a surprise. Modest bounces in housing data, for example, leaves me scratching my head. What 
can account for the robustness in the US economy? In Q2 it became belatedly clear that populism on both 
sides of the political divide will be accompanied by unprecedented fiscal laxity – maybe with different target 
recipients but equally untethered from historical limitations. The US deficit soared to a total running at 9% of 
GDP in the first half of the year. We are not officially at war (yet), nor in a recession (yet) – in fact employment 
is incredibly robust. 

Chart 1: The US economy remains robust, despite a burgeoning US deficit 

 
Source: Bloomberg 1 January 2022 to 30 June 2023.
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The main drivers: 

1) Employee Retention Credit (PPP) continues to run amuck two years after the average citizen put the 
pandemic behind them.  

PPP receipts in 2023 (by month, US dollars) 
 
 
 

2) The Inflation Reduction Act heads toward US$1 trillion of subsidies in semi-productive investments and 
shows itself in growing manufacturing construction employment numbers.  

3) The reluctance to give up student loan forgiveness despite the US Supreme Court blocking his US$430 
billion plan. 

4) An unprecedented non-recessionary fall in tax revenues by almost 10% year-on-year. 
5) A huge leap in the cost of deficit funding (Figure 2), reflecting both higher yields and the very short 

average duration of US government debt. The growing losses experienced by the US Federal Reserve 
(Fed) on its enormous pool of QE-purchased stock, recognised in negative carry, has generated a funding 
requirement in place of a revenue source for the US Treasury. 

Chart 2: The collapse of SVB saw an inflection point in rates expectations 

 
Source: Bloomberg – 1 January 2014 to 30 June 2023 

On one side of the economy, we see the consumer, who wisely locked in financing rates at negative real 
yields, clinging on to the free rates optionality that US 30-year mortgages bestow, and robust corporate 
balance sheets fortified through the same rates opportunity (less the free option of course).   

On the other side, we see a government sector balance sheet unusually exposed to rising rates, given its 
historically short average duration. The resultant fiscal injection into the economy I believe is what has kept 
the economy out of recession. Combine this with the stealth QE balance sheet expansion that accompanied 
the stealth banking crisis in the first quarter of 2023 and the economy rumbles on.   

Looking forward, we must seek market restraints on the fiscal largesse or should assume that it will continue 
into the 2024 election – there is now no meaningful constraint over debt until January 2025 after the new US 
Fiscal Responsibility Act effectively ruled out the possibility of a default. While the market anticipates falling 
rates and continued disinflation to steepen the yield curve, it is possible that any such steepening could have 
bearish consequences, rather than bullish, and the market will reject the supply of debt forthcoming. 
Particularly if US Fed Chair Powell is good to his word and QT continues (I have re-entered the 2-10 
steepener, being agnostic of its nature but convinced that it cannot sustain at these unprecedented inversion 
levels). 

January February March April May June 

$19.5bn $14.6bn $15.9bn $17.7bn $23bn $28.8bn 
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Markets are thereby caught between the positive of rising real yields (negative for risk assets) and unbridled 
spending by governments (an unmitigated positive for equities exposed to this level of spending). Unlike the 
UK, where a sniff of similar behaviour during Prime Minister Liz Truss’s short tenure saw markets soundly 
rejected the prospects of unfinanceable deficits, the US shows no such bond vigilante behaviour – the Fed is 
sure to back stop if the recession appears after all. Only the recent weakening of the US dollar raises an 
eyebrow, perhaps. 

Strategy implications: 
The above macro juxtapositions have been challenging for our investment strategies during the first half of 
the year. In particular, Equity Market Neutral, where we have added risk, Macro protection and the systematic 
Trend and Commodity Alpha strategies. 

However, the improving opportunity set underpinned by the transition from quantitative easing (QE) to 
quantitative tightening (QT) remains a strong, positive undercurrent for our strategies and is providing us with 
opportunities to increase risk exposures. Additionally, carry in our Systematic Long Volatility has improved 
and remains an important part of our risk control, should these gyrations manifest into dislocations, giving us 
the ability to deploy capital counter cyclically. 

Glossary:  

Steepener trade: Buying short-term Treasuries and shorting longer-term Treasuries to take advantage of a 
steepening yield curve.  
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Important information 
This document is intended solely for the use of professionals and is not for retail or general public distribution. 
Professionals may be defined as Qualified Counterparties, Professional Clients, Qualified Institutions or Institutional 
Investors as such term may apply.  

All data sourced from Janus Henderson Investors (as at 31 March 2023), unless otherwise stated. Past performance does 
not predict future returns. Marketing communication. The value of an investment and the income from it can fall as well 
as rise and investors may not get back the amount originally invested. There is no assurance the stated objective(s) will 
be met. Nothing in this document is intended to or should be construed as advice. This document is not a recommendation 
to sell, purchase or hold any investment. There is no assurance that the investment process will consistently lead to 
successful investing. Any risk management process discussed includes an effort to monitor and manage risk which should 
not be confused with and does not imply low risk or the ability to control certain risk factors. Various account minimums 
or other eligibility qualifications apply depending on the investment strategy, vehicle or investor jurisdiction. Not all 
products or services are available in all jurisdictions. This material or information contained in it may be restricted by law 
and may not be reproduced or referred to without express written permission or used in any jurisdiction or circumstance 
in which its use would be unlawful. Janus Henderson is not responsible for any unlawful distribution of this material to any 
third parties, in whole or in part. The contents have not been approved or endorsed by any regulatory agency. 

Issued in Europe by Janus Henderson Investors. Janus Henderson Investors is the name under which investment 
products and services are provided by Janus Henderson Investors International Limited (reg no. 3594615), Janus 
Henderson Investors UK Limited (reg. no. 906355), Janus Henderson Fund Management UK Limited (reg. no. 2678531), 
Henderson Equity Partners Limited (reg. no. 2606646), (each registered in England and Wales at 201 Bishopsgate, 
London EC2M 3AE and regulated by the Financial Conduct Authority) and Janus Henderson Investors Europe S.A. (reg 
no. B22848 at 2 Rue de Bitbourg, L-1273, Luxembourg and regulated by the Commission de Surveillance du Secteur 
Financier). Janus Henderson Investors S.A. is authorised to conduct its business in France through its French branch in 
accordance with the provisions of the European passporting system for investment service providers pursuant to Directive 
2004/39 of 21 April 2004 on markets in financial instruments. The French branch of Janus Henderson Investors S.A. is 
registered in France as a société anonyme of an EC Member State or a State party to the Agreement on the European 
Economic Area, registered with the Paris Trade and Companies Register (RCS) under number 848 778 544, and its 
registered office is located at 32, rue des Mathurins, 75008 Paris, France. Investment management services may be 
provided together with participating affiliates in other regions.  

Janus Henderson provides investment advisory services in the US through Janus Henderson Investors US LLC, together 
with its participating affiliates. Janus Henderson provides investment advisory services in the US through Janus 
Henderson Investors US LLC, together with its participating affiliates. 

To Argentina investors:  
This document includes a private invitation to invest in securities. It is addressed only to you on an individual, exclusive, 
and confidential basis, and its unauthorised copying, disclosure, or transfer by any means whatsoever is absolutely and 
strictly forbidden. Janus Henderson Investors will not provide any kind of advice or clarification or accept any offer or 
commitment to invested in securities herein referred to from persons other than the intended recipient. The offer herein 
contained is not a public offering, and as such it is not and will not be registered with, or authorised by, the applicable 
enforcement authority. The information contained herein has been compiled by Janus Henderson Investors, who assumes 
the sole responsibility for the accuracy of the data herein disclosed. 

To Brazil investors:  
The information contained herein does not constitute and is not intended to constitute an offer of securities and accordingly 
should not be construed as such. The products or services referenced in this [document] may not be licensed or authorized 
to distribution in all jurisdictions, and unless otherwise indicated, no regulator or government authority has reviewed this 
document or the merits of the products and services referenced herein. This [document] is provided for informational 
purposes only and may not be reproduced in any form. Before acting on any information in this [document], prospective 
investors should inform themselves of and observe all applicable laws, rules and regulations of any relevant jurisdictions 
and obtain independent advice if required.  
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To Chile investors:  
ESTA OFERTA PRIVADA SE INICIA EL DÍA DE LA FECHA DEL PRESENTE DOCUMENTO Y SE ACOGE A LAS 
DISPOSICIONES DE LA NORMA DE CARÁCTER GENERAL Nº 336 DE LA SUPERINTENDENCIA DE VALORES Y 
SEGUROS, HOY COMISIÓN PARA EL MERCADO FINANCIERO. ESTA OFERTA VERSA SOBRE VALORES NO 
INSCRITOS EN EL REGISTRO DE VALORES O EN EL REGISTRO DE VALORES EXTRANJEROS QUE LLEVA LA 
COMISIÓN PARA EL MERCADO FINANCIERO, POR LO QUE TALES VALORES NO ESTÁN SUJETOS A LA 
FISCALIZACIÓN DE ÉSTA; POR TRATAR DE VALORES NO INSCRITOS NO EXISTE LA OBLIGACIÓN POR PARTE 
DEL EMISOR DE ENTREGAR EN CHILE INFORMACIÓN PÚBLICA RESPECTO DE LOS VALORES SOBRE LOS 
QUE VERSA ESTA OFERTA; ESTOS VALORES NO PODRÁN SER OBJETO DE OFERTA PÚBLICA MIENTRAS NO 
SEAN INSCRITOS EN EL REGISTRO DE VALORES CORRESPONDIENTE. 

An English translation: 
This private offer commences on the date of this document, and it avails itself of the General Regulation No. 336 of the 
Superintendence of Securities and Insurances (currently the Financial Markets Commission). This offer relates to 
securities not registered with the Securities Registry or the Registry of Foreign Securities of the Financial Markets 
Commission, and therefore such securities are not subject to oversight by the latter; being unregistered securities, there 
is no obligation on the issuer to provide public information in Chile regarding such securities; and These securities may 
not be subject to a public offer until they are registered in the corresponding Securities Registry. 

To Uruguayan Private Placement Distributors and/or Financial Institutions upon request.  

For information purposes only. Not for onward distribution. 

We make reference to the Private Placement Agreement and/or your request of information, in regard to Janus 
Henderson Strategies. This email and the content within it, is for the purposes of covering the agreement established 
and/or your request, to supply updated information. This communication and the information contained is intended solely 
for professional use and is addressed to you in a determined and direct manner, and not for further distribution. It is the 
responsibility of any persons distributing, advising, canalizing and/or investing, to comply with all applicable laws and 
regulations of any jurisdiction the above mentioned takes place. Nothing in this content shall constitute a communication 
to acquire, sell or exchange securities and does not imply an authorization for the distribution to any person by any 
means of the Strategies/Instruments mentioned or referred to in this email or the content within it (except as provided in 
the respective private placement agreement, if applicable), or any other information, which should be subject to Janus 
Henderson prior consent. In such regards, this email does not constitute an invitation or offer to contract, to which Janus 
Henderson will not be obliged. In any case, the Strategies/Instruments mentioned or referred to shall not be offered or 
distributed to the public in Uruguay, and/or by any means or circumstances which would constitute a public offering or 
distribution under Uruguayan laws and regulations.  

To Colombia investors:  
This document does not constitute a public offer in the Republic of Colombia. The offer of the Strategy/Instrument is 
addressed to less than one hundred specifically identified investors. The Strategy/Instrument may not be promoted or 
marketed in Colombia or to Colombian residents, unless such promotion and marketing is made in compliance with 
Decree 2555 of 2010 and other applicable rules and regulations related to the promotion of foreign funds in Colombia. 
The distribution of this document and the offering of Strategies/Instruments may be restricted in certain jurisdictions. The 
information contained in this document is for general guidance only, and it is the responsibility of any person or persons 
in possession of this document to inform themselves of, and to observe, all applicable laws and regulations of any 
relevant jurisdiction. Prospective applicants should inform themselves of any applicable legal requirements, exchange 
control regulations and applicable taxes in the countries of their respective citizenship, residence or domicile. 

For institutional investors in Peru:  
The Strategy/Instrument is being placed by means of a private offer. SMV has not reviewed the information provided to 
the investor. This communication and any accompanying information (the “Materials”) are intended solely for 
informational purposes and do not constitute (and should not be interpreted to constitute) the offering, selling, or 
conducting of business with respect to such securities, products or services in the jurisdiction of the addressee (this 
“Jurisdiction”), or the conducting of any brokerage, investment advisory, banking or other similarly regulated activities 
(“Financial Activities”) in this Jurisdiction. Neither Janus Henderson, nor the securities, products and services described 
herein, are registered (or intended to be registered) in this Jurisdiction. Furthermore, neither Janus Henderson or the 
securities, products, services or activities described herein, are regulated or supervised by any governmental or similar 
authority in this Jurisdiction. The Materials are private, confidential and are sent by Janus Henderson only for the 
exclusive use of the addressee, who declares that it qualifies as an Institutional Investor in accordance with the laws and 
regulations of private offer of securities in this Jurisdiction. The Materials must not be publicly distributed and any use of 
the Materials by anyone other than the addressee is not authorized. The addressee is required to comply with all 
applicable laws in this Jurisdiction, including, without limitation, tax laws and exchange control regulations, if any.  
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For any other investor in Peru:  
The Strategy/Instrument is being placed by means of a private offer. SMV has not reviewed the information provided to 
the investor. This communication and any accompanying information (the “Materials”) are intended solely for 
informational purposes and do not constitute (and should not be interpreted to constitute) the offering, selling, or 
conducting of business with respect to such securities, products or services in the jurisdiction of the addressee (this 
“Jurisdiction”), or the conducting of any brokerage, investment advisory, banking or other similarly regulated activities 
(“Financial Activities”) in this Jurisdiction. Neither Janus Henderson, nor the securities, products and services described 
herein, are registered (or intended to be registered) in this Jurisdiction. Furthermore, neither Janus Henderson or the 
securities, products, services or activities described herein, are regulated or supervised by any governmental or similar 
authority in this Jurisdiction. The Materials are private, confidential and are sent by Janus Henderson only for the 
exclusive use of the addressee. The Materials must not be publicly distributed and any use of the Materials by anyone 
other than the addressee is not authorized. The addressee is required to comply with all applicable laws in this 
Jurisdiction, including, without limitation, tax laws and exchange control regulations, if any. 

For US Offshore investors: This material is intended solely for use by financial professionals from US only, servicing 
non-US persons only, where non-US Janus Henderson funds are made available to local financial professionals for sale 
to persons based overseas or cross-border only. This material is not intended for citizens or residents of the United 
States. 

GCC: 200-99-122913 07-23 
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