
US INFLATION NEARS 
THE PEAK, BUT IT WILL 
BE A LONG SLOW 
DESCENT
SUPPLY CHAIN ISSUES, TIGHTNESS IN THE 
LABOUR MARKET AND ONGOING 
CORPORATE PRICING POWER WILL TAKE 
TIME TO NORMALISE



✓ Another small increase in the annual rate of inflation is possible 
next month, but we are close to the peak. Used car auction 
prices are down 5.4% over the last two months. Russian-
Ukraine/Covid lockdowns in China remain concerns. 

✓ It’s clear that the Federal Reserve will (and has) acted to regain 
control of the inflation narrative. Expect a 50bp interest rate 
increase at May and June FOMC Meetings.

✓ The S&P 500 rises during periods of increasing interest rates. 
During these periods, the average return since 1988 for the S&P 
500 has been 23.40% and the average return for NASDAQ since 
1988 has been 42.95%.

✓ Bonds decline in price when interest rates rise. This leaves US 
Equities as the only real asset class that can offer protection 
amid rising interest rates. See the last slide in this presentation.

CLOSE TO THE 
PEAK IN 

INFLATION



THE CUMULATIVE 
OUTPUT LOSS 

OVER 2020 AND 
2021 FROM THE 

PANDEMIC. THESE 
SUPPLY CHAIN 
BOTTLENECKS 

CAUSE INFLATION

COVID Output Losses Were Very Large From 2020 - 2021. 

✓ Supply chain bottlenecks partly cause increased inflation.



THE US LABOUR 
DEPARTMENT 

INDICATED THAT 
THE CONSUMER 

PRICE INDEX 
JUMPED 8.5% IN 

MARCH 2022 
FROM 12 MONTHS 

EARLIER

Relative Levels Of Inflation. 



FEDERAL RESERVE 
DOT PLOT SHOWS 
OFFICALS EXPECT 
TO RAISE THE FED 
FUNDS RATE SIX 
MORE TIMES IN 

2022 
CONTROLLING 
GROWTH AND 

INFLATION

Current Fed Dot Plot

✓ The Fed’s Dot Plot Indicates interest rate increases are very 
likely in the short term over 2022.



CHINA’S LATEST 
COVID 

LOCKDOWNS ARE 
LIKELY TO HOLD 

INFLATION HIGHER 
FOR LONGER AS 
SUPPLY CHAINS 

NEED TO RETURN 
TO NORMAL

“Given that these recent 
lockdowns are coming at a point 
when global supply chains are 
already strained ... we believe the 
impact of this lockdown could be 
much higher on global inflation 
and growth outlook compared to 
what we saw back in 2020.”

BERNSTEIN



5-YEAR, 5-YEAR 
FORWARD 
INFLATION 

EXPECTED RATE 
SINCE 2017

5-YEAR, 5-YEAR Inflation Outlook. 



5-YEAR, 5-YEAR 
FORWARD 
INFLATION 

EXPECTED RATE 
SINCE 2002

5-YEAR, 5-YEAR Inflation Outlook Since 2002. 



WAR RISKS 
REVERSING THE 

ECONOMIC 
RECOVERY (WHICH 

ISN’T BAD AS IT 
MODERATES 
ECONOMIC 

GROWTH AND 
INFLATION)

Growth Rates Are Expected Moderate. 

✓ This is largely due to the Russia/Ukraine conflict.



WHAT HAPPENS 
DURING PERIODS 
OF INCREASING 

INTEREST RATES? 
THERE WAS AN 

AVERAGE POSITIVE 
RETURN 6 TIMES 

SINCE 1988

Historically, Rising Rates Have Coincided With Positive Returns.  

✓ Rising interests rates mean that the US economy is improving.

✓ This can lead to higher corporate profitability and increased share 
prices. 



US EQUITY AND 
FIXED INCOME 
ETFS SUFFERED 

OUTFLOWS IN THE 
FIRST TWO WEEKS 

OF APRIL 2022



INFLOWS REMAIN 
POSITIVE INTO US 

EQUITIES        
YEAR-T0-DATE



STOCKS ACTUALLY 
OFFER 

PROTECTION 
DURING PERIODS 

OF RISING 
INTEREST RATES 

(BLACKROCK)



Disclaimer

Note: Disclaimer: This document is intended for and directed at investment professionals and not intended for retail 
customers. Persons who do not have professional experience in matters relating to investment should not rely on this 
document.

AQA UCITS Fund SICAV plc is licensed in Malta by the Malta Financial Services Authority as an undertaking for collective 
investment in transferable securities (UCITS).

This document is issued by Castlestone Management LLC (“We”).The information contained in this document is not directed 
at, nor is it intended for distribution to, or use by, persons in any jurisdiction in which the investment products are not 
authorized for distribution or in which the dissemination of information regarding the investment products is not permitted. 
This document is not offering to sell any product. Any investment in the Fund is required to be undertaken in line with the 
Offering Supplement of the Fund. Copies of the Offering Supplement, audited annual financial statements and half-yearly 
reports and the key investor information documents (in English Language) are available free of charge upon request. We will 
not be liable for any use you make of any information in this document. We are not your advisor or fiduciary. We are not 
recommending or making any representations as to suitability of any product or the tax, legal or accounting treatment of 
any product. We are not responsible for information stated to be obtained or derived from third party sources. All opinions 
are given as of the date hereof and are subject to change. We are not obliged to inform you of any such changes. Any 
projections and opinions expressed herein are expressed solely as general market commentary and do not constitute 
investment advice or guaranteed return. They represent the views of Castlestone Management LLC at the time of 
publication and are subject to change without notice. Any simulated performance data and/or past performance data 
contained herein is not a reliable indicator or guarantee of future performance. An investment in the Fund may include a 
commission or sales fee which is charged at the time of the initial purchase of the investment and may be deducted from the 
invested amount therefore lowering the size of your investment. A redemption / contingent deferred sales charge may be 
charged at the time you redeem your investor and such charge may have an impact on the amount of money you receive 
back upon your redemption. Income from investments may fluctuate and investors may not recoup the amount originally 
invested. An investment in the Fund may be effected by changes in currency exchange rates. If you redeem your investment 
before 6 years, you may be at higher risk of losing some, or all of, the money you invest. Any forward-looking statements 
concerning the financial condition, results of operations and businesses of Castlestone Management LLC expressed or 
implied, are based on management's current expectations and assumptions, which may change without notice, and are no 
guarantee of future results, performance or events. Nothing in this document constitutes a representation that any 
investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise 
constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own 
judgement in making their investment decisions. Investors and prospective investors should make reference to the risk 
warnings set out in the Offering Supplement of the Fund. This document is confidential. No part of it may be reproduced, 
distributed or transmitted without Castlestone Management’s written permission. Neither this document nor any copy of it 
may be distributed, directly or indirectly, in the United States of America or its territories or possessions (the “United States” 
or to any US Person as defined in Regulations under the United States Securities Act of 1933 (as amended)). Any failure to 
comply with these restrictions may constitute a violation of United States securities law. This is not exhaustive; other 
regional-specific wording may apply. If in doubt, please consult with Castlestone Management’s Compliance department. 

Castlestone Management LLC is a registered investment adviser in the state of New Jersey. Being registered does not imply a 
certain level of skill or training. Investment in any Fund involves significant risks. A prospective or continuing investor should 
not invest in any Fund unless satisfied that it and/or its investment representative or professional adviser has/have asked for 
and received all information which would enable it or both of them to evaluate the risks in terms of an investment or 
continued investment in the Fund. The information in this document has not been approved or verified by the United States 
Securities and Exchange Commission or by any state securities authority. No invitation to the public in Hong Kong to buy or 
subscribe for any product is permitted to be made. You should consult your own attorney, business adviser and tax adviser 
as to legal, business, tax and related matters concerning any of the contents of this document. 

Additional information about Castlestone Management LLC is available on the United States Securities and Exchange 
Commission’s website at https://adviserinfo.sec.gov/firm/summary/170379.

W A R N I N G 

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to 
exercise caution in relation to the offer. If you are in any doubt about any of the contents of this document, you should 
obtain independent professional advice.

https://adviserinfo.sec.gov/firm/summary/170379

