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2026-04-12 - Conviction

Verdict

Winning Hypothesis: The market is wrong: Gold's current price is an irrational rise based on excessive fear of 'recession'
and the 'central bank buying' narrative. Macro reality shows the industrial production index (102.551) is healthy,
meaning no full recession; rather, the labor market (ICSA 219k) is robust, implying potential for continued upward
pressure on real rates. 10Y-2Y spread normalization could entrench a high real rate environment due to failed inflation
control, rather than rate cut expectations. Therefore, gold's rise is a 'bubble’ relying on temporary safe-haven demand
and central bank buying in a situation where the traditional mechanism of falling real rates isn't working, and
downward pressure prevails unless labor market data exceeds the threshold (240k).

As of April 2026, the market believes a new regime combining 'expectations of falling real rates' and
'structural de-dollarization' has arrived, based on 10Y-2Y spread normalization (0.5%) and continuous
central bank gold purchases. Concerns of an economic slowdown due to weakening consumer
sentiment (56.6) and rising jobless claims (219k) drive safe-haven demand, interpreting the gold rise
despite dollar strength as a rational price revaluation.

However, collected data clearly shows that the gold rise is not based on 'falling real rates' or 'recession,' but
rather that labor market robustness and the interest rate environment are strengthening downward pressure
on gold. First, ICSA (Initial Jobless Claims) at 219k has not exceeded the key threshold of 240k in Hypothesis B,
so there is no signal of labor market collapse. This means the recession narrative is exaggerated, implying
potential for continued upward pressure on real rates. Second, the GOLD 1M return fell by -6.42% and the
drawdown from the peak reached -9.98%, showing that the short-term overbought state is being resolved.
Third, the GOLD-US10Y correlation (R2=0.081) is very low, suggesting gold price fluctuations rely on narrative
rather than traditional rate mechanisms, meaning high downside risk if the narrative weakens. Therefore, the
core premise of the previous judgment (B)—'robust labor market and rising real rate environment'—was
reconfirmed by data (ICSA 219k, T10Y2Y 0.5%), and the gold rise is judged as a temporary narrative-based
phenomenon rather than a structural regime.

Action: Underweight GOLD

Invalidation: If ICSA (Initial Jobless Claims) exceeds 240k for two consecutive weeks.

Macro Picture

Regime: inflation_hedge
Key Themes: Expectations of falling real interest rates, Continued central bank purchases, Slowing consumer
sentiment

Dominant Narrative: As of April 2026, the 10Y-2Y Treasury spread has normalized to 0.5%, easing the burden of real
interest rates, while continuous gold purchases by central banks, including the PBOC, are supporting the price floor.
Despite dollar strength, the consumer sentiment index at 56.6 and jobless claims at 219k are triggering economic
slowdown concerns, driving safe-haven demand.

Reality: In an inflationary environment where CPI remains at 330.293, a decline in real interest rates (TIPS) reduces
the opportunity cost of gold, acting as a buy factor. However, the industrial production index (102.551) remains at a




healthy level, indicating this is not a full stagflation phase, and structural demand from central banks serves as the
key driver offsetting short-term volatility.

Hypotheses

A (Market Right)

The market is right: Gold's rise is the start of a new regime combining 'expectations of falling real rates' and
'structural central bank buying,’ moving beyond simple economic slowdown concerns. The normalization of the
10Y-2Y spread (0.5%) is interpreted as a signal that real rate burdens are easing as inflation is controlled, which
is a decisive factor in lowering gold's opportunity cost. Furthermore, gold's strength despite a healthy industrial
production index (102.551) is because central banks are buying gold to prepare for a decline in currency
credibility during a phase of 'slowing growth under sticky inflation' rather than 'full stagflation.' Thus, gold
rising despite dollar strength is a rational price revaluation due to the reorganization of the global monetary
system, not market overheating.

10Y-2Y spread normalization (0.5%) induces a fall in real rates, reducing gold's opportunity cost. Continuous buying by central banks
like China acts as a structural factor supporting the price floor, driving long-term price increases regardless of short-term economic
slowdown concerns (narrative). The robust industrial production index prevents a sharp drop due to recession, and if real rates fall
while inflation (CPI 330.293) remains sticky, the buy factor for gold strengthens.

B (Market Wrong)

The market is wrong: Gold's current price is an irrational rise based on excessive fear of 'recession' and the
'central bank buying' narrative. Macro reality shows the industrial production index (102.551) is healthy,
meaning no full recession; rather, the labor market (ICSA 219Kk) is robust, implying potential for continued
upward pressure on real rates. 10Y-2Y spread normalization could entrench a high real rate environment due to
failed inflation control, rather than rate cut expectations. Therefore, gold's rise is a 'bubble’ relying on
temporary safe-haven demand and central bank buying in a situation where the traditional mechanism of
falling real rates isn't working, and downward pressure prevails unless labor market data exceeds the threshold
(240k).

The recession narrative is exaggerated as the industrial production index (102.551) is healthy. Since ICSA (219k) is below the 240k
threshold, there is no signal of labor market collapse, which entenches a high real rate environment and increases gold's

opportunity cost. 10Y-2Y spread normalization may mean rising real rates due to sticky inflation rather than rate cut expectations,
making gold's rise an overbought state based on narrative.

Key Question: If ICSA (Initial Jobless Claims) exceeds 240k for two consecutive weeks, signaling a clear labor market collapse,
and T10YIE (real rates) plunges below 2.3%, will the gold rally shift to a rational rebound based on 'falling real rates,' or will
the gold rally be confirmed as a new regime driven by 'structural de-dollarization' as industrial production remains robust
and central bank buying continues?

Tensions

There is a discrepancy between the narrative driving gold strength through surging safe-haven demand due to
slowing consumer sentiment and rising jobless claims, and the macro reality showing that the economy is notin a
full recession or stagflation as the industrial production index remains healthy.

0.60
Narrative: Safe-haven sentiment driven by economic slowdown concerns and rising unemploymen

Reality: The industrial production index (102.551) is still healthy, meaning the economy
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A de-dollarization narrative where gold rises despite dollar strength coexists with the traditional mechanism where

expectations of falling real rates support the price floor, resulting in mixed directionality.
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Narrative: Continued central bank purchases and the phenomenon of gold moving against dolla
Reality: Traditional factors like 10Y-2Y spread normalization and expectations of falling
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