
2022 Macro Opportunity Set
Going into 2022, market participants were reminded of the ongoing fragility of global markets as pockets of

volatility emerged and global economic uncertainty persisted, further emphasizing the importance of diversified

portfolios and disciplined, proactive risk management. In the current investment landscape, macro strategies

present an important portfolio construction tool for investors seeking an alternative means to enhance portfolio

returns, reduce volatility, and maintain diversification. Looking ahead, we believe central bank activity and

ongoing macroeconomic developments will present significant opportunities for the strategy.

INSIGHT SERIES

PAST PERFORMANCE IS NOT NCESSARILY INDICATIVE OF FUTURE RESULTS. 

DISCLOSURES AT THE END OF THIS DOCUMENT ARE AN INTEGRAL PART OF THIS DOCUMENT.

POTENTIAL MACRO TRADING THEMES IN 2022

Central Bank Hawkishness

With global central banks making fundamental

changes to their policy, macro factors continue

to be a strong catalyst for markets and could

result in significant directional trading

opportunities. Global central banks have

signaled that they will be entering a hawkish

regime. For the U.S. Federal Reserve, for

example, this may include both tighter monetary

policy and a potentially aggressive rundown of

Fed asset holdings.

Heightened market uncertainty and volatility on the heels of the pandemic make market forecasting even more

challenging than usual, underscoring the need for diversification, tactical trading, and active risk management. We are

optimistic about the current macro trading environment and believe that the below macroeconomic themes could

present significant opportunities for macro trading.

Supply and Demand Dynamics

Shifts in consumer demand and the remapping of

global supply chains that have continued to

evolve in the wake of the pandemic could present

arbitrage opportunities for macro traders, whose

broad investment mandate offer the flexibility to

capitalize on brief market dislocations. For

example, supply shifts have opened pockets of

opportunity for trading commodities in 2021, and

we see this continuing into 2022.

Inflationary Pressures

Generally, periods of higher inflation tend to

coincide with large directional market moves.1

With persistently high CPI reports going into

2022 and inflation expectations on the rise,

the market environment is expected to be

favorable for active, directional strategies

such as macro.

Geopolitical Shifts

Geopolitical events will remain an important

development in 2022, and as the dynamics

among dominant economies shift, it opens the

possibility for broader repositioning across global

markets. Macro is well-placed to deploy capital

opportunistically across geographies and asset

classes.
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THE CURRENT INVESTMENT LANDSCAPE
From a portfolio construction standpoint, heightened market uncertainty, low yields, and rising inflation point to an

increased need for alternatives that offer both diversification to equities and bonds as well as positive returns.

Diminishing Return Potential of Bonds, 

Record Equity Valuations Jan-90 to Dec-21

The continuation of an equity rally is marked with uncertainty as

the global pandemic, supply chain issues, inflation, and

tightened monetary policy are key downside risks in 2022.

Meanwhile, with government bond yields at historic lows, the

return potential of bonds has diminished.
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With inflation expectations on the rise, the value of holding

bonds inevitably depreciates. Further, the combination of

elevated inflation and a hawkish Fed presents a significant risk to

stock/bond portfolios in terms of both asset valuation and

positive stock/bond correlation, as discussed in Macro-

Economic Drivers of the Bond-Stock Correlation.

Yields and Bond Returns over the Next 10 Years Since Bloomberg US Aggregate Index Inception, Jan-76 to Dec-21

1980 1990 2000 2010 2021

10yr Treasury Yield:  10.8% 8.2% 6.7% 3.7% 1.5%

Bond Returns over Next 10yrs:  12.4% 7.7% 6.3% 3.7% ?
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Historically there has been a nearly one-to-one relationship between the starting bond yield and bond returns in the subsequent 10 years.

In the current low rate environment, this suggests that the future return potential of bonds is low, as discussed further in Bond Returns:

Looking Back to the Future.

Correlation 

between US 10yr 

yield and future 

bond returns

95%

→ The sub-2% 

yields in 2021 

provide a strong 

estimate of bond 

returns over the 

next 10 years.

https://www.grahamcapital.com/assets/ResearchPapers/Macro-Economic%20Drivers%20of%20the%20Bond-Stock%20Correlation_August%202021.pdf
https://www.grahamcapital.com/assets/InsightSeries/Bond%20Returns%20Looking%20Back%20to%20the%20Future.pdf
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Bond Diversification Not Guaranteed:

Long-Term Stock/Bond Correlations

Periods of High Correlations Across Markets:

Market Correlation Heat Map as of 6/30/2021
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Equity/bond relationships are not static, and bonds do not

always diversify equity risk. There have been extended

periods when stock/bond correlation is positive.

In 2021, there were periods of elevated correlations across a

wide array of markets. Diversifying strategies with the ability

to go long and short can help offset this risk concentration.

THE SEARCH FOR DIVERSIFICATION
With little yield and less scope perhaps for price appreciation, investors today may hold onto bonds for low-cost

protection during crisis periods rather than for an impactful return. However, as discussed in Macro-Economic Drivers

of the Bond-Stock Correlation, it is far from certain that negative stock-bond correlations will carry forward. From an

asset allocation perspective, investors reevaluating the role of fixed income should consider allocations to alternative

strategies that, ideally, have positive long-term return potential and diversifying characteristics during difficult equity

environments.
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THE ROLE OF MACRO
Macro strategies can profit across a variety of market environments due to their ability to go long and short a diverse,

generally liquid market universe and flexibility in trading evolving market themes. This results in low correlation to

stocks and bonds over the long-term and the potential for positive returns. However, returns may be more modest in

isolation and are meant to complement – rather than compete with – traditional assets such as equities. Ultimately,

these strategies can have more muted returns and even a slight positive correlation to equities, yet still offer a

significant diversification benefit. (For further reading, see The Whole is Greater than the Sum of the Parts.)

Low Correlation to Stocks/Bonds
January 2000 through December 2021

S&P 500 Index 0.23

M SCI World Index 0.31

Bloomberg US Agg Index 0.21

Bloomberg Global Agg Index 0.36

HFRI Macro Index Correlations

Macro Performs Well Across the Market Cycle
January 2000 through December 2021

When MSCI World 12 Month 

Return is:
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MSCI World Index -41.5% -23.6% -14.9% -3.9% 6.2% 14.5% 23.6% 40.1%

Bloomberg  Global Agg Index -0.9% 9.0% 7.1% 4.5% 3.1% 4.5% 4.2% 7.6%

HFRI Hedge Fund Index -16.0% -1.8% 0.5% 0.0% 5.0% 9.4% 13.4% 24.0%

HFRI Macro Index 1.9% 6.9% 5.8% 1.9% 3.7% 4.6% 7.3% 12.9%

https://www.grahamcapital.com/assets/ResearchPapers/Macro-Economic%20Drivers%20of%20the%20Bond-Stock%20Correlation_August%202021.pdf
https://www.grahamcapital.com/assets/InsightSeries/The%20Whole%20is%20Greater%20than%20the%20Sum%20of%20the%20Parts.pdf
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Annualized 

Return

Information 

Ratio

Annualized 

Volatility

Worst 

Drawdown

Beta to   

Equities

"Traditional" 60/40 Portfolio 5.74% 0.57 10.06% -36.09% 0.64

HFRI Macro Index 4.58% 0.91 5.06% -8.02% 0.10

Traditional Portfolio with 

10% HFRI Macro Index
5.91% 0.69 8.55% -31.38% 0.55

Macro strategies are a potentially valuable portfolio construction tool that have the potential to lower the volatility and soften the drawdowns

of an overall portfolio while adding to returns over the long run. And while it is unreasonable to expect the strategy to perform well at every

discrete point in time, holding the strategy as a long-term, strategic allocation in a diversified investment portfolio offers the potential for

significant benefits. As shown above, macro strategies can have more modest returns in isolation and even a slight positive correlation to

equities, yet still offer a significant diversification benefit within an overall portfolio which serves to enhance overall returns.

Contact Investor Relations

1-203-899-3456

info@grahamcapital.com
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NEED MORE INFO?THE BOTTOM LINE

• In the current investment landscape, there is a need

for alternatives that can offer both positive returns

and diversification to both equities and bonds.

• Macro is a diversifying strategy with the flexibility

to capture moves across a variety of market

environments.

• The current macroeconomic environment could

present significant opportunities for macro trading.

• Macro strategies can potentially benefit from short-

term market dislocations as well as longer-term

macroeconomic shifts that will play a key role in

markets over longer time horizons.

• Allocating to macro strategies as a strategic, long-

term investment within a diversified portfolio can

potentially enhance risk-adjusted returns and

reduce overall volatility and drawdowns.

Impact of Allocating to Macro Lowers 

Overall 

Volatility

Reduces Beta 

to Equities

Improves 

Risk-Adjusted 

Returns

Increases 

Overall 

Returns

Reduces 

Drawdowns
Potential Benefits of 

Allocating to Macro

January 2000 through December 2021

https://www.grahamcapital.com/assets/ResearchPapers/Macro-Economic%20Drivers%20of%20the%20Bond-Stock%20Correlation_August%202021.pdf
https://www.grahamcapital.com/VideoSeries_InflationOutlook.aspx
https://www.grahamcapital.com/assets/InsightSeries/Bond%20Returns%20Looking%20Back%20to%20the%20Future.pdf
https://www.grahamcapital.com/assets/InsightSeries/Alternatives%20to%20Fixed%20Income_Aug-20.pdf
https://www.grahamcapital.com/assets/InsightSeries/The%20Whole%20is%20Greater%20than%20the%20Sum%20of%20the%20Parts.pdf
https://www.grahamcapital.com/In%20Search%20of%20Negative%20Beta.pdf
https://www.grahamcapital.com/The%20Winter's%20Tail%20-%20Protecting%20Against%20Equity%20Selloffs%20June%202020.pdf


INDEX DISCLOSURE

The below are widely used indices that have been selected for comparison purposes only. Indices are unmanaged, and one cannot

invest directly in an index. Except for HFR indices, which do reflect fees and expenses, the indices do not reflect any fees, expenses or

sales charges. Unlike most asset class indices, hedge fund indices included in this presentation have limitations, which should be

considered in connection with their use in this presentation. These limitations include survivorship bias (the returns of the indices may

not be representative of all the hedge funds in the universe because of the tendency of lower performing funds to leave the index);

heterogeneity (not all hedge funds are alike or comparable to one another, and the index may not accurately reflect the performance of

a described style); and limited data (many hedge funds do not report to indices, and the index may omit funds which could significantly

affect the performance shown; these indices are based on information self-reported by hedge fund managers which may decide at any

time whether or not they want to continue to provide information to the index). These indices may not be complete or accurate

representations of the hedge fund universe and may be affected by the biases described above.

Bloomberg Global Bond Index: The Bloomberg Global Aggregate Bond Index is a broad-based market capitalization weighted

measure of the global investment grade fixed-rate debt markets. This multi-currency benchmark includes treasury, government-related,

corporate and securitized fixed-rate bonds from both developed and emerging markets issuers. There are four regional aggregate

benchmarks that largely comprise the Global Aggregate Index: The US Aggregate, the Pan-European Aggregate, the Asian-Pacific

Aggregate and the Canadian Aggregate Indices. The Global Aggregate Index also includes Eurodollar, Euro-Yen, and 144A Index-

eligible securities, and debt from five local currency markets not tracked by the regional aggregate benchmarks (CLP, MXN, ZAR, ILS

and TRY).

Bloomberg U.S. Aggregate Bond Index: The Bloomberg US Aggregate Bond Index is a broad based market capitalization weighted

index used to represent investment grade bonds being traded in United States. Most U.S. traded investment grade bonds are

represented. Municipal bonds, and Treasury Inflation-Protected Securities are excluded, due to tax treatment issues. The index includes

Treasury securities, Government agency bonds, Mortgage-backed bonds, Corporate bonds, and a small amount of foreign bonds

traded in U.S.

HFRI Fund Weighted Composite Index: The HFRI Fund Weighted Composite Index is an equal-weighted index that includes over 2000

constituent funds which have at least $50M under management or have been actively traded for at least 12 months. There are no fund

of funds included in this index. All funds are reported in USD and returns are reported net of all fees on a monthly basis.

HFRI Macro Index: The HFRI Macro Index is a sub-index of the HFRI Fund Weighted Composite Index and is composite index of over

900 Investment Managers which trade a broad range of strategies in which the investment process is predicated on movements in

underlying economic variables and the impact these have on equity, fixed income, hard currency and commodity markets.

MSCI Word Index: A market cap weighted stock market index of 1,652 global stocks and is used as a common benchmark for 'world'

or 'global' stock funds. The index includes a collection of stocks of all the developed markets in the world, as defined by MSCI. The

index includes securities from 23 countries but excludes stocks from emerging and frontier economies.

S&P 500 Total Return Index: An unmanaged, market value-weighted index measuring the performance of 500 U.S. stocks chosen for

market size, liquidity, and industry group representation. Includes the reinvestment of dividends. The S&P 500 index components and

their weightings are determined by S&P Dow Jones Indices.

Traditional 60/40 Portfolio: Reflects a portfolio with a 60% allocation to equities and a 40% allocation to bonds as represented by the

MSCI World Index and the Bloomberg Global Aggregate Bond Index, rebalanced monthly.

SOURCES

1 Neville, Henry and Draaisma, Teun and Funnell, Ben and Harvey, Campbell R. and van Hemert, Otto, The Best Strategies for

Inflationary Times (May 25, 2021). Available at SSRN: https://ssrn.com/abstract=3813202 or http://dx.doi.org/10.2139/ssrn.3813202
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LEGAL DISCLAIMER

A Source of data: Graham Capital Management (“Graham”), unless otherwise stated

This document is neither an offer to sell nor a solicitation of any offer to buy shares in any fund managed by Graham and should not be

relied on in making any investment decision. Any offering is made only pursuant to the relevant prospectus, together with the current

financial statements of the relevant fund and the relevant subscription documents all of which must be read in their entirety. No offer to

purchase shares will be made or accepted prior to receipt by the offeree of these documents and the completion of all appropriate

documentation. The shares have not and will not be registered for sale, and there will be no public offering of the shares. No offer to sell

(or solicitation of an offer to buy) will be made in any jurisdiction in which such offer or solicitation would be unlawful. No representation

is given that any statements made in this document are correct or that objectives will be achieved. This document may contain opinions

of Graham and such opinions are subject to change without notice. Information provided about positions, if any, and attributable

performance is intended to provide a balanced commentary, with examples of both profitable and loss-making positions, however this

cannot be guaranteed.

It should not be assumed that investments that are described herein will be profitable. Nothing described herein is intended to imply

that an investment in the fund is safe, conservative, risk free or risk averse. An investment in funds managed by Graham entails

substantial risks and a prospective investor should carefully consider the summary of risk factors included in the Private Offering

Memorandum entitled “Risk Factors” in determining whether an investment in the Fund is suitable. This investment does not consider the

specific investment objective, financial situation or particular needs of any investor and an investment in the funds managed by Graham

is not suitable for all investors. Prospective investors should not rely upon this document for tax, accounting or legal advice. Prospective

investors should consult their own tax, legal accounting or other advisors about the issues discussed herein. Investors are also reminded

that past performance should not be seen as an indication of future performance and that they might not get back the amount that they

originally invested. The price of shares of the funds managed by Graham can go down as well as up and be affected by changes in rates

of exchange. No recommendation is made positive or otherwise regarding individual securities mentioned herein.

This presentation includes statements that may constitute forward-looking statements. These statements may be identified by words

such as "expects," "looks forward to," "anticipates," "intends," "plans," "believes," "seeks," estimates," "will," "project" or words of similar

meaning. In addition, our representatives may from time to time make oral forward-looking statements. Such statements are based on

the current expectations and certain assumptions of GCM’s management, and are, therefore, subject to certain risks and uncertainties. A

variety of factors, many of which are beyond GCM’s control, affect the operations, performance, business strategy and results of the

accounts that it manages and could cause the actual results, performance or achievements of such accounts to be materially different

from any future results, performance or achievements that may be expressed or implied by such forward-looking statements or

anticipated on the basis of historical trends.

Tables, charts and commentary contained in this document have been prepared on a best efforts basis by Graham using sources it

believes to be reliable although it does not guarantee the accuracy of the information on account of possible errors or omissions in the

constituent data or calculations. No part of this document may be divulged to any other person, distributed, resold and/or reproduced

without the prior written permission of Graham.
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