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Verdict

Winning Hypothesis: The Market is Wrong: The market's optimism underestimates the risk that the 'jobless recovery'
will transition into a 'jobless recession.' The Fed's rate hold should be interpreted as 'neglect' ignoring stagflation risks
of entrenched inflation and growth slowdown. The 'investment delays' highlighted by the Consumer Sentiment Index
(56.6) and the Fed's Beige Book are not mere psychological contraction but signals of structural real economy
slowdown. The Fed's indifference to WTI oil price shocks could lead to rate hike pressures if inflation resurges. The tech-
led rally is a 'bubble' trapped in the semiconductor supercycle narrative; if domestic demand vulnerabilities (consumer
sentiment contraction) are exposed, stock prices will converge with real economy indicators (INDPRO, UMCSENT) and
crash.

The market is driven by optimism as the S&P500 and Nasdagq hit record highs, fueled by the narrative
of resolving geopolitical risks through the Middle East ceasefire and resumed tariff negotiations. The
Fed's rate hold is interpreted as 'successful inflation control' and 'policy credibility,’ with the lack of
intervention viewed positively. Current stock price gains are judged to be a rational price formation
anticipating future improvements in real economic indicators (consumer sentiment rebound).

However, the previous verdict underestimated the risk that the 'jobless recovery' narrative could transition
into structural real economy slowdown. Collected evidence strongly suggests the market's optimism is
disconnected from real data. First, the Consumer Sentiment Index (UMCSENT) at 56.6 records a historical
recessionary zone, strongly supporting Hypothesis B's 'structural slowdown' scenario over Hypothesis A's
'temporary psychological contraction' (Strength: strong). Second, while Initial Jobless Claims (ICSA) at 207,000
appear resilient, they are dangerously close to the 220,000 threshold, leaving significant room to interpret this
as a signal of labor market cracks; the contradiction between employment data and consumer sentiment
points to stagflationary precursors of 'employment exists but consumption has stalled.' Third, while WTI oil
has adjusted to $89.78, it remains at elevated levels, and the Treasury yield curve (T10Y2Y) holding at 0.54%
suggests inflation expectations have not fully dissipated. This increases the likelihood that the Fed's rate hold
is 'neglect' rather than 'stability' amidst inflation and growth slowdown. Although the invalidation condition of
'"WTI exceeding $100" has not occurred, the sharp deterioration in leading indicators like UMCSENT
undermines the fundamental basis of the stock rally. Therefore, current record highs are judged as irrational
overheating disconnected from real economic deterioration, and the market narrative will collapse if ICSA
breaks 220,000 or UMCSENT falls below 55 within the next two weeks.

Action: Underweight SPX and Overweight GOLD
Invalidation: If UMCSENT (Consumer Sentiment Index) rebounds above 55.0 within the next two weeks

View Change: The previous verdict (Hypothesis A) assumed 'stable normalization' based on falling WTI oil and a positive Treasury
spread. However, new evidence, specifically the UMCSENT at 56.6 (historical recession zone) and the divergence between ICSA and
UMCSENT, suggests not 'temporary noise' but 'structural stagflation risk.' The extreme contraction in consumer sentiment reveals
vulnerabilities in the domestic demand base that are not immediately resolved by resilient employment data, serving as a key
signal for the transition to a 'jobless recession' that the market has underestimated. Therefore, the core premise of the previous
verdict, 'anticipating real economic recovery,' has been specifically refuted by the data, leading to a switch to Hypothesis B.

Macro Picture

Regime: slowdown
Key Themes: Investment delays due to geopolitical uncertainty, Consumer sentiment contraction amidst labor
market resilience, Coexistence of the semiconductor supercycle and rate hold




Dominant Narrative: Optimism dominates as the S&P500 and Nasdaq hit record highs following mentions of a
Middle East ceasefire agreement and the resumption of tariff negotiations. However, the Fed maintains a rate hold,
judging that the aftermath of the Middle East conflict is causing a slowdown in corporate investment and
employment. Amidst fears of a 'jobless recovery' and oil price shocks, the market expects a lack of Fed intervention
and maintains a cautious wait-and-see stance.

Reality: As of March 2026, the Industrial Production Index (INDPRO) stands at 101.79, indicating sustained
production activity, yet the February University of Michigan Consumer Sentiment Index (UMCSENT) at 56.6 reveals
significant psychological contraction. While the 10Y-2Y Treasury spread remains positive at 0.54%, Initial Jobless
Claims (ICSA) as of April 11 reached 207,000, showing a resilient labor market. Conversely, the Fed's Beige Book
highlights investment delays due to geopolitical risks, illustrating the tension between inflationary pressures and
growth slowdown.

Hypotheses

A (Market Right)

The Market is Right: The 'jobless recovery' is a temporary data distortion; the resolution of geopolitical risks via
the Middle East ceasefire will immediately reverse corporate investment delays, bridging the gap between the
real economy and stock price gains. The Fed's rate hold signifies 'stable normalization' and successful inflation
control. The low Consumer Sentiment Index (UMCSENT) is merely temporary psychological contraction due to
war fears. A resilient labor market, with Initial Jobless Claims (ICSA) maintained at 207,000, will soon restore
consumer sentiment and support a rise in the Industrial Production Index (INDPRO). Thus, the market correctly
interprets the Fed's 'lack of intervention' as 'policy credibility, and current record highs are a rational price
reflecting real economic improvements (consumer sentiment rebound) expected within the next quarter.

The market narrative assumes that resolving geopolitical risks (ceasefire) will immediately improve corporate investment
sentiment, signaling that the Fed has achieved price stability sufficient to hold rates. The low UMCSENT is a temporary fear response
to the conflict; as long as employment data (ICSA) remains resilient, consumption will continue. Therefore, the current stock rally is

a justified move anticipating 'real economic recovery.' The Fed's lack of intervention reflects confidence that the economy can
recover on its own, indicating the market accurately anticipates the 'lag effect' of macro data.

B (Market Wrong)

The Market is Wrong: The market's optimism underestimates the risk that the 'jobless recovery' will transition
into a 'jobless recession.' The Fed's rate hold should be interpreted as 'neglect' ignoring stagflation risks of
entrenched inflation and growth slowdown. The 'investment delays' highlighted by the Consumer Sentiment
Index (56.6) and the Fed's Beige Book are not mere psychological contraction but signals of structural real
economy slowdown. The Fed's indifference to WTI oil price shocks could lead to rate hike pressures if inflation
resurges. The tech-led rally is a 'bubble’ trapped in the semiconductor supercycle narrative; if domestic demand
vulnerabilities (consumer sentiment contraction) are exposed, stock prices will converge with real economy
indicators (INDPRO, UMCSENT) and crash.

The market narrative is captivated by positive news like the ceasefire agreement, dismissing fundamental risks like 'investment
delays' and 'consumer sentiment contraction' identified by the Fed as 'temporary noise.! However, a UMCSENT of 56.6 historically
signals a recessionary zone, and rising initial jobless claims foreshadow cracks in the labor market. The Fed's rate hold is not due to
economic resilience but a result of having no choice between inflation and growth slowdown, effectively 'neglecting' the situation,

which accelerates the stagflation scenario. Therefore, current record highs are an irrational overheating disconnected from real
economic deterioration, and a correction is imminent.

Key Question: Will the market's 'jobless recovery' narrative collapse if WTI oil exceeds $100 within the next two weeks, or if
Initial Jobless Claims (ICSA) break 220,000 while the Consumer Sentiment Index (UMCSENT) falls further below 55?

Tensions

Optimism driven by the geopolitical ceasefire agreement has pushed stock prices to record highs; however, the
Fed's Beige Book and employment data point to corporate investment delays and a labor market slowdown caused
by the conflict's aftermath, indicating the reality of a 'jobless recovery'.
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Narrative: S&P500 and Nasdagq hit record highs due to mentions of Middle East ceasefire and
Reality: The Fed notes that corporate investment and employment are slowing due to the Mi
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The market narrative interprets the rate hold as 'stability' and anticipates a lack of intervention, while the macro
reality creates a sense of caution that the Fed will not intervene even amidst oil price shocks, amidst stagflationary
tensions between inflationary pressures and growth slowdown.
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Narrative: Maintaining a cautious wait-and-see stance, anticipating a rate hold and lack of
Reality: Tension exists between inflationary pressures and growth slowdown, with growing
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Under the narrative of the coexistence of the semiconductor supercycle and rate hold, the tech-led rally continues;
however, while industrial production is maintained, the vulnerability of the domestic demand base is exposed by
contracting consumer sentiment and rising initial jobless claims.
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Narrative: Tech-led rally continues under the narrative of coexistence between the semicond
Reality: Production is maintained with the Industrial Production Index at 101.79, but con
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