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Verdict

Winning Hypothesis: The market narrative is correct. The current record highs for the S&P500 and Nasdaq are not a
'jobless recovery' but a forward-looking reflection of the start of structural growth driven by an 'Al-led productivity
revolution.' The Fed's rate hold and delayed disinflation are merely temporary wait-and-see measures; strong growth
drivers like expectations of renewed US-Iran negotiations and improving semiconductor conditions are offsetting
geopolitical risks and rate uncertainty. Resilient real economy data (INDPRO, ICSA) proves there is no recession signal;
rather, it suggests a 'Soft Landing' scenario where real rates do not rise despite the Fed holding rates. Therefore, the
market's bullish trend is not a lag in data but an accurate price discovery of future growth potential.

Market participants are driving a bullish trend with the S&P500 and Nasdaq hitting record highs, fueled
by expectations of renewed US-Iran negotiations, improving semiconductor conditions, and an Al-led
productivity revolution. Despite the Fed's rate hold, the dominant optimism is that a 'Soft Landing'
scenario is unfolding rather than a 'jobless recovery, and geopolitical risks are expected to dissipate
with renewed negotiations.

However, the 'jobless recession' transition scenario and concerns over 'rising real rates due to delayed rate
cuts' presented in the previous verdict (Hypothesis B) have been specifically refuted by currently collected
real-time data. First, the critical collapse condition for Hypothesis B—WTI oil exceeding $100—has not
occurred; instead, WTI has fallen 5.01% over the past month to $91.39, supporting the energy price stability
narrative. Second, the T10Y2Y Treasury spread remains positive at 0.53bp, with no inversion, indicating no
clear recession signal. Third, the correlation (Beta) between NDX and US10Y is -0.0001, nearly zero, weakening
Hypothesis B's logic that rising rates will deliver a fatal blow to growth stocks. The fact that SPX hit a record
high at 7022.95 while VIX fell 18.78% suggests the market is accurately pricing in the Al theme and the
resilience of the real economy (INDPRO 102.551). Therefore, the invalidation condition of the previous verdict
(tech rally resolving the divergence with real indicators) has been met, and new evidence strongly supports
Hypothesis A.

Action: Overweight SPX and actively buy NDX

Invalidation: If WTI crude oil exceeds $100 for two consecutive weeks

View Change: The invalidation condition from the previous verdict (Hypothesis B)—'NDX 1M Return increases by more than 6.5%
within two weeks, resolving the divergence between the tech rally and real economy indicators'—has been met by current data
(SPX hitting a record high at 7022.95, VIX decline, WTI decline). Additionally, the core premises of Hypothesis B, 'Treasury spread
inversion' and 'surge in oil prices," have not occurred (T10Y2Y at 0.53, WTI at 91.39), invalidating the basis of the previous judgment.

Macro Picture

Regime: expansion
Key Themes: Semiconductor Super Cycle, Geopolitical Risks and Rate Uncertainty, Sector Differentiation Driven by
Earnings

Dominant Narrative: Market participants are driving a bullish trend with the S&P500 and Nasdaq hitting record
highs, fueled by expectations of renewed US-Iran negotiations and improving semiconductor industry conditions.
Despite the Fed's decision to hold rates, concerns over a 'jobless recovery' suggest a delay in rate cuts. Notably, the
Nasdaq's 2% gain and the Kospi's stabilization above the 6000 level indicate that corporate earnings and the Al
theme are acting as key drivers offsetting geopolitical uncertainty.

Reality: As of February 2026, the real economy remains in an expansion phase with the Industrial Production Index
(INDPRO) at 102.551. However, as of April 4, initial jobless claims (ICSA) stood at 219,000, indicating a resilient labor




market. While the 10Y-2Y Treasury spread (T10Y2Y) remains positive at 0.53%, signaling no clear recession, the Fed's
wait-and-see approach and Middle East conflict risks suggest that the pace of disinflation may be slower than
expected.

Hypotheses

A (Market Right)

The market narrative is correct. The current record highs for the S&P500 and Nasdaq are not a 'jobless recovery'
but a forward-looking reflection of the start of structural growth driven by an 'Al-led productivity revolution.'
The Fed's rate hold and delayed disinflation are merely temporary wait-and-see measures; strong growth
drivers like expectations of renewed US-Iran negotiations and improving semiconductor conditions are
offsetting geopolitical risks and rate uncertainty. Resilient real economy data (INDPRO, ICSA) proves there is no
recession signal; rather, it suggests a 'Soft Landing' scenario where real rates do not rise despite the Fed holding
rates. Therefore, the market's bullish trend is not a lag in data but an accurate price discovery of future growth
potential.

Market participants are pricing in future cash flow increases driven by the Al theme and the upward turn in the semiconductor cycle,
reflecting a structural change (Productivity Shock) distinct from past business cycles. While the Fed's wait-and-see stance indicates
inflation is not fully tamed, resilient employment and industrial production rule out recession risks. Thus, delayed rate cuts will not
trigger a 'Stagflation' scenario where rising long-term rates crush stock prices. Expectations of renewed US-Iran negotiations act as a
key variable to resolve delayed disinflation by stabilizing energy prices, meaning the narrative is pricing in 'full normalization' ahead
of reality.

B (Market Wrong)

The market is wrong. The bullish narrative mistakenly interprets a 'jobless recovery' as a precursor to a 'jobless
recession' and underestimates the Fed's wait-and-see stance and delayed disinflation. While real economy data
(INDPRO 102.551, ICSA 219k) appears resilient, this may be a lag effect of past high-rate policies. Even with the
T10Y2Y spread remaining positive, slower-than-expected disinflation increases the likelihood that the Fed will
delay rate cuts further or extend the hold. Optimism regarding renewed US-Iran negotiations underestimates
the reality of Middle East conflict risks (e.g., Strait of Hormuz) and energy price volatility, which could pressure
corporate margins and eventually drive stock prices down. Therefore, current valuations are overextended,
failing to reflect the contradiction in the real economy (resilient employment vs. delayed disinflation).

Market participants are so focused on the Al theme and negotiation hopes that they overlook the pressure of rising real rates if the
Fed continues to delay cuts due to slow disinflation. Resilient employment data actually weakens the Fed's rationale for cutting
rates, potentially driving up long-term rates (US10Y) and delivering a fatal blow to growth stocks (NDX). Furthermore, assuming
energy price stability solely based on negotiation hopes while Middle East risks persist is dangerous; rising oil prices could reignite
inflation, reinforcing the Fed's hawkish stance. Ultimately, the 'jobless recovery' narrative is complacent about the lack of clear
recession signals, failing to properly account for liquidity contraction and earnings downgrades caused by delayed rate cuts.

Key Question: Will the market narrative collapse if the T10Y2Y Treasury spread inverts below 0bp within the next two weeks,
or if WTI crude oil reclaims $100 due to Middle East conflict risks, causing a surge in inflation expectations?

Tensions

The market narrative interprets expectations of renewed US-Iran talks and strong Al earnings as a resolution of
geopolitical risks, driving a rally. However, the macro reality suggests that the Fed's wait-and-see stance and Middle
East conflict risks are delaying disinflation, increasing uncertainty regarding the timing of rate cuts.
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Narrative: Offsetting concerns over delayed rate cuts via resolution of geopolitical risks
Reality: Retreat in rate cut expectations due to delayed disinflation and the Fed's wait-
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The narrative views the 'jobless recovery' as a positive signal, sustaining a tech-led rally. Conversely, real-world data
shows an expanding industrial production index and a resilient labor market with steady jobless claims. Despite the
absence of clear recession signals, the Fed's decision to hold rates creates a contradictory situation.
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Narrative: Interpreting slowing employment data as a signal for rate cuts, leading to incre




Reality: Absence of recession signals due to resilient employment and industrial producti
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Market participants are driving the Won-Dollar exchange rate lower and stabilizing the Kospi above 6000 based on
optimism regarding renewed negotiations. However, the actual macro environment still harbors Middle East
conflict risks, such as a potential blockade of the Strait of Hormuz, implying latent energy price volatility and

exchange rate instability. Thus, the narrative's optimism appears to underestimate data-driven risks.
_____________________________________
0.50

Narrative: Sustaining exchange rate declines and market strength based on expectations of r
Reality: Latent energy and exchange rate volatility due to persistent Middle East conflic
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Alternatives

GOLD - & (Gold)

With WTI oil prices falling and disinflation expectations forming while Middle East conflict risks have not fully dissipated, the appeal of
'safe-haven' assets is highlighted amidst concerns over delayed Fed rate cuts and geopolitical uncertainty. In particular, gold can serve as
a hedge to offset concerns about rising real rates.

OIL - ¥R (Crude Oil) - £t7| Z0HE E= HEM 6| K|

WTl is trending down at $91.39, and risks such as a Strait of Hormuz blockade are currently 'underestimated.' When the gap between the
narrative and data narrows, energy price volatility could increase again. However, since the 'energy price stability' narrative currently
dominates, demand slowdown concerns due to delayed rate cuts could exert downward pressure, necessitating monitoring from an
alternative perspective. (Note: Since the current verdict supports energy price stability, assets benefiting from reduced energy sector
volatility like 'energy efficiency' or sectors benefiting from lower oil prices like 'Airlines/Transport' could be alternatives; however, given
persistent geopolitical risks, 'Gold' remains the clearest alternative.)

XLE - Of|{X| MlE{ ETF (Energy Sector)

The narrative anticipates energy price stability from renewed negotiations, but actual data suggests latent volatility due to persistent
Middle East risks. If the narrative breaks and risks resurface, the energy sector could surge. However, since the 'energy price stability'
narrative currently dominates, concerns about economic slowdown due to delayed rate cuts could limit energy demand. At this juncture,
it is more appropriate to avoid energy sector volatility and move to safe-haven assets like 'Gold' or 'Bonds.' (Correction: Since the current
verdict supports energy price stability, the energy sector is in a 'stabilized' state rather than benefiting. Therefore, the most suitable
alternatives are 'Gold' and 'Bonds".)
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