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The Ukraine-Russia conflict is weighing on the economy and driving inflationary pressures. 
The continuation of the war keeps volatility high in the equity markets, with uncertainty 
most pronounced in the euro area, as a potential gas embargo by Russia would 
undoubtedly have a substantial impact on the EU. The US is less affected by the immediate 
effects of the Ukraine-Russia conflict due to its geographical location. Nevertheless, the 
Ukraine war is increasing global inflationary pressures. The high inflation rates in the US 
are causing the Fed to act more restrictively and are weighing on the stock markets.  

Another factor that could cause continued volatility in the equity markets is China. Regional 
lockdowns in China impact global supply chains and cost economic growth. Although the 
Chinese government is supporting its economy and rising temperatures make it seem 
realistic that the COVID wave in China will subside, one can expect the impact to persist.  

Concerning the respective central banks of the EU and the USA, the picture is still slightly 
different. The Fed will continue to tighten monetary policy in the coming months, and Fed 
Chairman Jerome Powell signaled a rate hike of 50 bp for the FOMC meeting in May. 
Although the Treasury market is already largely pricing in the hawkish Fed expectations, 
further movements remain realistic. In the case of the ECB, no rate hike has been made 
yet. In its monetary policy decision in April, the ECB stuck to the course of a gradual, data-
based normalization of monetary policy and an end to the APP purchase program in Q3 
2022. However, in the course of last month, voices were raised from the ECB's Executive 
Board that an end to the purchase program could be conceivable earlier. The risk of an 
earlier interest rate hike has thus increased. Nevertheless, new policy decisions by the ECB 
are not likely until June, as soon as the ECB's new projections are available. Against the 
background of the broad dispersion of inflation estimates for the euro area, which according 
to Bloomberg ranged between 6.8% and 7.9% before their announcement, continued 
interest rate volatility on the bond markets nevertheless seems likely.  

Uncertainty caused by the ongoing war in Ukraine, the COVID wave in China and the 
ongoing inflation risks, which are drawing increased comments from members of the ECB 
Governing Council on tightening monetary policy, continue and markets are thus expected 
to remain volatile. 

 

In focus in May: Interest rate risk 
 

• Tightening of the Fed's monetary policy is expected 
• Sounds of an imminent ECB rate hike grow louder 
• Short-term interest rates will rise 
• Increased uncertainty for medium and long rates 
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Our Solution 

 

 

The current interest rate risk shows that the central banks' upcoming interest rate decisions 
will directly influence short-term interest rates. On the other hand, long-term interest rates 
tend to be more strongly influenced by expectations for economic growth and are, 
therefore, currently subject to more significant fluctuation uncertainty. This impacts 
longer-dated government bonds, among others, so that investors must deal with increased 
interest rate risk. 

With our Fixed Income Protect Alpha Add-On, we offer an innovative approach that enables 
investors to optimise their position in bonds in an alpha-driven manner. 

Traditional hedging approaches face significant challenges, particularly due to the high cost 
of hedging. Continuous short positions (or put options) entail a high cost (negative cost of 
carry), which mostly eats up expected returns in times of low volatility. Interest rate swaps 
offered by banks are expensive hedging instruments due to high fees. 

Using advanced and highly proprietary technologies such as artificial intelligence and 
machine learning, we have developed systematic strategies that attempt to predict the 
market and take short positions in the 10-year US Treasury future situationally rather than 
continuously. 

Through market timing, rather than continuously holding positions, we achieve an alpha-
driven optimisation of client portfolios even in times of rising interest rates and elevated 
interest rate risk, while at the same time being able to significantly reduce costs compared 
to traditional hedging methods such as interest rate swaps. 

The Fixed Income Protect Alpha Add-On is available as a stand-alone solution or as part of 
our Volatility Special Opportunities Program (VSOP) for investors. 

VSOP is a multi asset investment product consisting of several Alpha Add-Ons addressing 
major client requirements in one product. 

VSOP’s investment approach leverages a set of absolute return strategies, agnostic to 
markets or market regimes. 

Individual strategies are targeting one asset class and market (e.g., S&P 500) and are 
being implemented through derivatives. Collectively, those strategies may be combined 
into multi-asset strategies. Special emphasis is being put on the inclusion of strategies 
generating ‘Crisis Alpha’ in crisis situations. 

VSOP’s multi asset investment approach focuses on long-term capital preservation but 
requires risk tolerance towards short-term drawdowns. It is being managed according to 
volatility und Sharpe ratio metrics. 
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Risk Notice 
 

General disclaimers 

All product related information in this document are solely intended for professional 
investors in the EEA within the meaning of the Financial Instruments Directive 2014/65/EU 
(MiFID II Directive) of the European Parliament, to Accredited Investors in the U.S. as 
defined in Rule 501 of Regulation D promulgated under the Securities Act or persons which 
are authorized to receive such information under any other applicable laws. The 
information and any disclosures provided in this document are in summary form and have 
been prepared solely for marketing and informational purposes only. Neither information 
nor any opinion expressed in this presentation has a binding character or constitutes a 
solicitation, an offer or a recommendation to buy, sell or dispose of any investment, to 
engage in any other transaction or to provide any investment advice or service. Such an 
offering of will be made only by means of a definitive confidential private offering 
memorandum and only in those jurisdictions where permitted by law. This document 
serves as promotional material and is not mandatory. The strategy information provided 
has been prepared for investors' general information. It is not designed to replace the 
investor's own market research nor any other legal, tax or financial information or advice. 
It does not contain all information required to make important economic decisions and may 
differ from information and estimates provided by other sources or market participants. 
We accept no liability for the accuracy, completeness or topicality of this document. All 
statements are based on our assessment of the present legal and tax situation. All opinions 
reflect the current views of Quantumrock and can be changed without prior notice. 

Investment performance 

The performance representations contained herein are not representations that such 
performance will continue in the future or that any investment scenario or performance 
will even be similar to such description. Any investment described herein is an example 
only and is not a representation that the same or even similar investment scenarios will 
arise in the future or that investments made will be profitable. No representation is being 
made that any investment will or is likely to achieve profits or losses similar to those shown. 
In fact, there are frequently sharp differences between prior performance results and actual 
results achieved by a particular trading program. The gross performance shown in this 
document considers all costs incurred at portfolio level (e. g. trading costs) and assumes 
reinvestment of any distributions. Costs incurred at customer level such as management 
and performance fees are not included. Because clients have different fee arrangements 
and depending upon the timing of a specific investment, net performance for an individual 
client may vary from the gross performance stated herein. Actual returns will vary among 
clients in accordance with the terms of the pertinent investment management agreements. 
Investment returns and the principal value of an investment will fluctuate and may be quite 
volatile and depend, among other things, on the tax treatment of the personal 
circumstances of each investor. In addition to exposure to adverse market conditions, 
investments may also be exposed to changes in regulations, change in providers of capital 
and other service providers. Investors risk loss of their entire investment. Past performance 
is no guarantee of future results. 
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Forward looking statements 

Certain information contained in this material constitutes forward-looking statements, 
which can be identified by the use of forward-looking terminology such as “may,” “will,” 
“should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue,” or 
“believe,” or the negatives thereof or other variations thereon or comparable terminology. 
Such statements are not guarantees of future performance or activities. Due to various 
risks and uncertainties, actual events or results or the actual performance of the firm may 
differ materially from those reflected or contemplated in such forward-looking statements. 

For illustrative purposes only. 

Examples of our processes and any other ideas presented herein are for illustrative 
purposes only. There is no guarantee that Quantumrock will acquire a position referenced 
in such examples or ideas or that any such position would be profitable. 

 

Quantumrock GmbH 

Luise-Ullrich-Str. 4 

82031 Grünwald 

Phone: +49 89 255 421 92 

E-Mail: info@quantumrock.ai 

 

Quantumrock GmbH is a tied agent of Quantumrock Capital GmbH according to § 
2 paragraph 10 sentence 6 KWG. All strategies and investment opportunities 
shown are the responsibility of the liability umbrella Quantumrock Capital GmbH 
in its capacity as portfolio manager. 

 


