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Verdict

Winning Hypothesis: The market narrative is correct. The overwhelming growth momentum in the Al semiconductor
sector is offsetting macroeconomic slowdown concerns stemming from prolonged high interest rates. The current
weakness in the Consumer Confidence Index (55.2) reflects temporary psychological contraction rather than a
substantive decline in consumption. The Fed's hawkish stance merely reflects inflation stickiness; robust employment
(ICSA 197,000) and production (INDPRO 103.07) indicators support a 'Soft Landing.' Therefore, rising rates are not fatal
to tech valuations, and the Nasdaq's upward trend will persist.

Market participants believe that despite the Fed's hawkish stance and the sharp rise in 10-year
Treasury yields, overwhelming earnings expectations in the Al semiconductor sector are offsetting
concerns about macroeconomic slowdown. Specifically, with the labor market remaining robust, the
'Soft Landing' scenario remains valid. Consumer sentiment weakness is judged to be merely a
temporary psychological contraction, leading to a forecast of continued Nasdaq gains.

This assessment is correct, as the currently collected data strongly supports the market's 'growth driver
dominance' logic. Crucially, while the Nasdaq 100 Index (NDX) rose 4.35% over one month, US 10-year
Treasury yields (US10Y) surged 11.27%; yet, the correlation (R2) between these two assets remained positive
at 0.2726, breaking the traditional 'rising rates = falling stocks' pattern. Furthermore, Initial Jobless Claims
(ICSA) remained below 200,000 at 197,000, indicating no signal of labor market collapse. The 10-year to 2-year
Treasury yield spread (T10Y2Y) stayed positive at 0.31%, confirming no clear precursors to recession. The
weakness in the Consumer Sentiment Index (55.2) is interpreted as a phase of psychological contraction rather
than a collapse in real purchasing power; robust employment indicators offset this, meaning the 'Hypothesis
B' scenario of actual recession is not supported by current data.

Action: Overweight NDX
Invalidation: If ICSA exceeds 250,000 for two consecutive weeks

Macro Picture

Regime: slowdown
Key Themes: Prolonged High Rates and Inflation Stickiness, Divergence Between Al-Driven Tech Rally and Rising
Treasury Yields, Geopolitical Risks and Expanded FX Volatility

Dominant Narrative: Market participants believe the Fed's hawkish stance will delay rate cuts as inflation remains
above target in September 2026. Despite a sharp rise in the 10-year Treasury yield, strong earnings expectations for
the Al-driven semiconductor sector are pushing the Nasdaq to record highs. However, amid a strong US dollar and
sustained volatility in the KRW/USD exchange rate around 1,360, growing concerns over a slowdown in consumer
sentiment have heightened caution that prolonged high rates will begin to exert significant negative pressure on
economic growth.

Reality: According to FRED data, as of August 2026, the Industrial Production Index (INDPRO) stands at 103.07,
indicating resilient production activity. However, the Consumer Sentiment Index (UMCSENT) remains low at 55.2,
signaling consumer contraction. The 10-year minus 2-year Treasury yield spread (T10Y2Y) holds at 0.31%, keeping
recession signals ambiguous. As of September 19, 2026, Initial Jobless Claims (ICSA) total 197,000, reflecting a still-




resilient labor market. Meanwhile, headline inflation and market surveys indicate persistent inflationary pressures,
sustaining the Fed's tightening bias.

Hypotheses

A (Market Right)

The market narrative is correct. The overwhelming growth momentum of the Al semiconductor sector is
offsetting macroeconomic slowdown concerns stemming from prolonged high interest rates. The current
weakness in the Consumer Confidence Index (55.2) reflects only temporary psychological contraction and will
not lead to a real decline in consumption. The Fed's hawkish stance merely reflects inflation stickiness; robust
employment (ICSA 19.7 million) and production (INDPRO 103.07) indicators support a 'Soft Landing.' Therefore,
rising rates are not fatal to tech valuations, and the Nasdaq's upward trend will continue.

Market participants judge that the structural growth of the Al industry (earnings expectations) takes precedence over macro interest
rate risks. Unlike historical data, the tech rally is occurring alongside rising rates, demonstrating 'growth momentum superiority'
rather than 'rate deceleration.' While the Consumer Confidence Index is a leading indicator, a resilient labor market prevents a

collapse in real purchasing power. This serves as evidence that the market is misinterpreting 'prolonged high rates' as 'growth
slowdown.'

B (Market Wrong)

The market is wrong. Optimism in the Al sector is based on overheated expectations that underestimate macro
realities: prolonged high interest rates (surge in 10-year Treasury yields) and inflation stickiness. The Consumer
Confidence Index at 55.2 and incomplete inflation easing are leading signals of weakening real purchasing
power and economic slowdown. Meanwhile, robust employment data (ICSA 197,000) may reinforce the Fed's
tightening stance, delaying rate cuts and acting as a precursor to 'stagflation.' Ultimately, rising rates will offset
Al momentum, triggering a Nasdaq correction and a real economy recession.

The market narrative is biased toward the belief that 'Al will solve everything,' overlooking the fundamental economic principle that
high rates suppress consumption and investment. A low ICSA does not indicate a robust labor market; rather, it marks the beginning
of a vicious cycle that provides justification for the Fed to raise rates further. When weak consumer confidence combines with sticky
inflation, expectations of tech earnings alone cannot prevent a macroeconomic downturn. This suggests the market's warning is
correct: the negative impact of rising 10-year yields on equities (especially growth stocks) is merely delayed.

Key Question: Over the next two weeks, we must determine whether ICSA (Initial Jobless Claims) exceeds 250,000, signaling a
sharp contraction in the labor market, or remains below 200,000, sustaining the Fed's tightening stance and converting weak
consumer confidence into actual consumption contraction.

Tensions

While the Al-driven tech rally continues to support the Nasdaq despite surging Treasury yields and fears of
prolonged high rates, underlying data showing persistent consumer sentiment weakness and inflation stickiness
raise doubts about the sustainability of growth momentum.
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Market narratives reflect concerns over the Fed's hawkish stance and a strong dollar, heightening vigilance on FX
volatility. However, with Initial Jobless Claims at 197,000 and the labor market remaining resilient, the soft-landing

scenario has not been entirely ruled out.
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Narrative: Caution that prolonged high interest rates and a strong dollar could deliver a f
Reality: Possibility of a 'Soft Landing' as a resilient labor market makes recession sign
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Although concerns over geopolitical risks and FX appreciation (around 1,360 KRW/USD) dominate sentiment, robust
supply-side production activity, evidenced by an Industrial Production Index of 103.07, is offsetting these pressures
and preventing a full-blown economic contraction.
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Alternatives

NVDA - QilH|C|o}

This is the primary beneficiary of the 'Al-driven tech rally, which is central to the market verdict. Positioned at the core of the growth
engine driving the Nasdaq despite rising rates, it stands to gain most directly if Al infrastructure demand continues amid a robust real-
world employment market.

SMCI - #+I{OL0| A2 HFH

A key player in the server supply chain essential for Al data center construction, with high correlation to NVIDIA's growth. In the current
regime where the 'growth momentum advantage' thesis holds, this alternative asset most sensitively captures the surge in Al hardware
demand.

AVGO-E=ZCH

A company directly benefiting from increased demand for Al semiconductors and network chips, offering relatively lower valuations and
robust cash flows compared to NVIDIA. It provides defensive characteristics during rising rate environments while maintaining exposure
to the Al growth theme, aligning with the 'growth momentum advantage' scenario.
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