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The economic landscape in March 2024 continues to present a complex and nuanced picture, reflecting both 
resilience and emerging challenges across various sectors. The Federal Reserve's desire to cut rates is hampered 
by conflicting economic data. February's data, including a 3.1% rise in the Consumer Price Index, suggests 
persistent inflationary pressures, complicating the Fed's policy decisions. However, a weaker labor report aligns 
with the Fed's conditions for easing, highlighting the volatility and uncertainty in economic indicators. Market 
consensus has pulled back the number of cuts anticipated and is now much closer to our continued view of 2-3 
cuts in 2024, reflecting cautious optimism that the Fed may find room to maneuver.

The U.S. economy has shown signs of strength, with GDP growth tracking at 3.3% in Q4’23, following robust 4.9% 
growth in the third quarter. Unemployment remains low at 3.7%, indicating a healthy labor market. However, the 
economic outlook for 2024 is not without its challenges, as forecasters anticipate slower growth.

Excess savings still remain above pre-pandemic levels, likely enabling consumers to weather negative income 
shocks. This financial cushion has supported continued consumer spending, albeit with recent signs of weakening 
in retail sales. Notably, the resilience is more pronounced among upper-income households, which have seen the 
largest gains in real liquid assets. This divergence underscores the uneven economic recovery and its implications 
for consumer behavior.

The commercial real estate sector has faced scrutiny and has been elvevated due to issues with New York 
Community Bank's (NYCB) loan portfolio. While the bank's challenges, stemming from a high concentration of 
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rent-regulated multi-family 
loans, are deemed isolated, 
they highlight broader 
concerns in the commercial 
real estate market amid 
rising interest rates. The 
situation underscores the 
need for vigilance, as further 
stress in the banking sector 
will have wider implications.

Despite recent data 
reflecting cautious optimism 
that the Fed may find room 
to maneuver, the market 
consensus has reduced its 
expectations for 2024 cuts, 
which currently stands at 3-
4. We continue to hold firm 
that we will only see 2-3 
rate cuts this year unless we 
see some type of crisis 
event.

Source: Bloomberg, FRB Y-9 filings



Product Views

Rates – We maintain a neutral stance on rates, indicating a balanced view of the risks associated with both higher 
and lower rates. Market expectations of a 100 basis points easing are closer to our view of 2-3 hikes than one 
month ago. However, the stickiness of inflation could prompt the Fed to hold off on easing policy. Fiscal concerns 
have subsided from a headline perspective, but they still pose a risk to the back end and term premiums spiking. 
The significant Treasury issuance combined with QT could create some volatile outcomes.

Public Credit – Demand continues to remain robust in the investment-grade (IG) sector. However, caution should 
be exercised in this sector. Interest coverage ratios for the broader sector have been weakening, and the number 
of IG rating agency downgrades outpaced upgrades in Q4’23. Additionally, current spreads are at the bottom 
quartile and warrant a cautious outlook. Although we expect IG spreads to fluctuate within a range, we emphasize 
the importance of credit assessment in navigating potential downturns.

Private Credit – Despite being a market favorite, private credit could face challenges if rates remain higher for 
longer. Private credit feels bubbly, replacing bank lending, which has a longstanding process for evaluating 
underperforming credits. Larger bank loans undergo a shared credit review to ensure a consistent assessment, 
unlike in private credit where different holders can have different marks. Additionally, valuations tied to 
performance and teams' bonuses raise concerns reminiscent of Libor and subprime marks on dealer balance 
sheets. The is an argument that the lack of price transparency and subsequent volatility could ultimately lead to 
its downfall.

Securitized - We continue to favor Agency Mortgage-Backed Securities (MBS) as they should serve as a buffer in 
an economic downturn. Additionally, we believe there is more room for spreads to tighten in a steady environment.
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The following risks could cause the Strategy’s portfolio to lose money or perform more poorly than other investments.

Investments in bonds and other debt securities will change in value based on changes in interest rates. If rates rise, the value of these investments generally 
drops. Some investors may be subject to the Federal Alternative Minimum Tax and to certain state and local taxes.

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. Any fixed-income 
security sold or redeemed prior to maturity may be subject to substantial gain or loss.

DISCLAIMER

This material is not an offer or solicitation for the purchase or sale of any financial instrument in any jurisdiction, nor is it a commitment by Academy Asset 
Management or any of its subsidiaries (collectively “AAM”) to enter into any transaction referenced herein. All information provided by AAM herein is indicative, 
is based on certain assumptions and current market conditions and is subject to change without notice. Accordingly, no reliance should be placed on the 
information herein. In deciding whether to enter into any transaction or strategy referenced herein, the recipient should rely solely on the final documentation 
which will contain the definitive terms and conditions relating to any referenced transaction or strategy. 

These materials have been provided for illustrative purposes only and should not be relied upon by you in evaluating the merits of investing in any securities or 
strategies mentioned herein. Past performance is not a guide to the future. Any forecasts, opinions, and statements of financial market trends expressed are 
AAM’s own at the date of this document and may be subject to change without notice. Any research in this document has been obtained and may have been 
acted upon by AAM for its own purpose. The results of such research are being made available as additional information only and do not constitute investment 
advice. The value of investments and the income from them may fluctuate in accordance with market conditions and taxation agreements and investors may 
not get back the full amount invested. Both past performance and yield may not be a reliable guide to current and future performance. Changes in exchange 
rates may have an adverse effect on the value, price or income of the product or underlying overseas investments. AAM makes no representation or warranty 
regarding the accuracy or completeness of the information herein. AAM is not an advisor to any person who receives information on any referenced 
transaction. 

The recipient must make an independent assessment of legal, credit, tax, regulatory, and accounting issues and determine with its own professional advisors 
any suitability or appropriateness implications of any transaction referenced herein in the context of its particular circumstances. AAM assumes no 
responsibility or liability whatsoever to any person in respect of such matters. AAM, or any connected or associated person, may hold long or short positions or 
derivative interest in or act as a market maker in the financial instruments of any issuer referred to herein or act as the underwriter, distributor, advisor, or 
lender to any such issuer. AAM may conduct trading activities, including hedging, in connection with any transaction referenced herein which may have an 
adverse impact on the recipient. 
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