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Verdict

Winning Hypothesis: The market is wrong: The Fed's Beige Book explicitly highlights 'delayed corporate investment,’
and consumer sentiment (UMCSENT) falling below 60 signals a structural shift toward 'stagflation' rather than a soft
landing. While the Middle East ceasefire has lowered oil prices, supply chain risks and FX volatility (KRW/USD at 1,483.5)
are pressuring tech valuations, depleting growth momentum. The Fed's 'wait-and-see' stance delays rate cuts due to
fears of rekindled inflation, driving up real rates and accelerating vulnerabilities in the labor market (ICSA at 207,000).
The market is overly focused on superficial data such as 'robust employment figures' and 'declining oil prices,’
underestimating the structural slowdown in the real economy.

The market anticipates easing inflationary pressures based on the Middle East ceasefire agreement
and the sharp decline in WTI crude oil prices (-12.63%). It judges that the 'soft landing' narrative is now
complete, evidenced by the 10Y-2Y Treasury spread turning positive (0.55) and the Nasdaq's rise
(9.51%). Furthermore, the sharp drop in VIX (-27.35) signals reduced uncertainty, while optimism
prevails that Trump's pressure for rate cuts and employment data (ICSA 207,000) will accelerate the
Fed's policy pivot.

However, market optimism underestimates signals of structural slowdown in the real economy. The fact that
consumer sentiment (UMCSENT 56.6) is approaching the recession threshold (55.0) strongly suggests a
potential entry into 'stagflation’ rather than a 'soft landing.' Despite macro stability signals such as falling WTI
prices and improved Treasury spreads, UMCSENT at 56.6 serves as decisive evidence that consumption
contraction is structural rather than temporary. Additionally, ICSA at 207,000 indicates the labor market is not
entirely robust, and the 'delayed corporate investment' highlighted in the Fed's Beige Book reflects the
negative impact of the high-rate regime on the real economy. Therefore, the market's 'soft landing' narrative is
disconnected from real data; if UMCSENT falls further below 55.0 within the next two weeks, stagflation
concerns will be fully priced into equities.

Action: Underweight NDX and overweight GOLD

Invalidation: If UMCSENT (US Consumer Sentiment Index) rebounds above 55.0 and exceeds 56.0 within the
next two weeks

Macro Picture

Regime: slowdown
Key Themes: Geopolitical Risks and Oil Price Volatility, Prolonged High Rates and Investment Contraction,
Structural Growth in the Semiconductor Sector

Dominant Narrative: Despite expectations of a Middle East ceasefire and declining oil prices, the Fed maintains a
high-rate stance amid concerns of rekindled inflation, causing corporate investment and employment to remain on
hold. While the market interprets the strength of employment data (ICSA 207k) positively amidst former President
Trump's pressure for rate cuts and the Fed's 'wait-and-see' approach, it remains wary of entering an economic
slowdown phase due to weakening consumer sentiment (UMCSENT 56.6) and geopolitical uncertainty.

Reality: Industrial production (INDPRO 101.79, March) continues a modest growth trend, but consumer sentiment
(UMCSENT 56.6, February) has fallen below 60, signaling a contraction in domestic consumption. Although the
10Y-2Y Treasury spread (0.55bp, April 17) has turned positive, temporarily alleviating recession signals, initial
jobless claims (ICSA 207k, April 11) exceeding 200k suggest the labor market is not entirely robust. Notably, the




Fed's Beige Book explicitly states that geopolitical uncertainty from the Middle East conflict is delaying corporate
investment, realizing concerns of 'stagflation' where price stability and growth momentum are out of balance.

Hypotheses

A (Market Right)

The market is correct: A Middle East ceasefire agreement and falling oil prices will drive a genuine 'soft landing,
while current consumer sentiment deterioration and rising unemployment claims are merely temporary
psychological shocks. The Fed's 'hold/monitor' stance is a strategic delay for data reassessment following the
resolution of geopolitical uncertainty rather than a response to inflation fears. Trump's pressure for rate cuts
will likely force an early shift in the Fed's policy stance, alleviating high-rate burdens. Therefore, the market's
pre-priced 'economic slowdown mitigation' narrative will be validated by a rebound in real indicators
(consumption, investment) within the next 1-2 months.

The market narrative is based on the logic that energy price stability (WTI decline) from a Middle East ceasefire will lower inflation
expectations, prompting the Fed to become more flexible on rate cuts. UMCSENT at 56.6 and ICSA at 20.7k are interpreted not as the
onset of 'stagflation' but as temporary consumer sentiment contraction and cautious corporate investment decisions resulting from
a prolonged high-rate environment. Notably, the 10Y-2Y spread turning positive signals the resolution of recession indicators; the

Fed's Beige Book warnings pertain to 'uncertainty' itself, not a collapse of the actual economic structure. Trump's political pressure
is likely to undermine the Fed's independence and accelerate rate cuts.

B (Market Wrong)

The market is wrong: The Fed's Beige Book explicitly cites 'delayed corporate investment,' and consumer
sentiment (UMCSENT) falling below 60 signals a structural shift toward 'stagflation' rather than a soft landing.
While the Middle East ceasefire agreement has lowered oil prices, supply chain risks and FX volatility (KRW/USD
1,483.5) are pressuring tech valuations, depleting growth momentum. The Fed's 'wait-and-see' stance is
delaying rate cuts due to fears of re-accelerating inflation, driving up real rates and accelerating vulnerabilities
in the labor market (ICSA 207,000). The market is overly focused on surface-level data like 'healthy employment
figures' and 'falling oil prices,’ underestimating structural slowdowns in the real economy.

The current macro reality has entered a stagflation phase characterized by coexisting 'growth slowdown' and 'price instability.'
UMCSENT at 56.6 falls within the historical recession zone, suggesting that consumption contraction is structural rather than
temporary. Initial jobless claims exceeding 200,000 indicate the labor market is not fully robust, while the Fed's Beige Book explicitly
notes that corporate investment is being delayed due to geopolitical uncertainty. This directly contradicts the 'soft landing'

narrative. Furthermore, the surge in the KRW/USD exchange rate and supply chain risks are exacerbating valuation pressures on
growth stocks like semiconductors, likely collapsing the market's overvalued tech rally narrative.

Key Question: If consumer sentiment (UMCSENT) falls further below 55.0 within the next two weeks, or if the Fed's Beige Book
does not shift the 'delayed corporate investment' factor to 'geopolitical risk resolution, this will mark the collapse of the
market's 'soft landing' narrative and the pricing in of 'stagflation' realities. Thus, the rebound potential of UMCSENT and the
Fed's clarification on the timing of rate cuts are the key discriminators.

Tensions

While the 'soft landing' narrative driven by Middle East ceasefire hopes and falling oil prices dominates, corporate
investment delays and weakening consumer sentiment (56.6) highlighted in the Fed's Beige Book due to
geopolitical uncertainty are materializing 'stagflation' concerns.
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Contrary to the narrative that pressure from former President Trump for rate cuts and strong employment data
(ICSA 207k) will alleviate concerns of prolonged high rates, the Fed's 'wait-and-see' stance and warnings of
rekindled inflation are rendering the timing of rate cuts uncertain.
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Narrative: Market sentiment anticipating renewed rate cut expectations driven by political
Reality: Reality where the Fed maintains a high-rate stance amid fears of rekindled infla
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Although the narrative of structural growth in the semiconductor sector and outperformance of tech stocks persists,
the sharp surge in the KRW/USD exchange rate (1,483.5 KRW) and oil price volatility stemming from the Middle East
conflict are amplifying global supply chain risks, weighing on growth stock valuations.
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Narrative: Expectation that the market will maintain an upward trend due to the semiconduct
Reality: Reality where investment sentiment toward growth stocks is contracting due to sh
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