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2026-04-19 - Conviction

Verdict

Winning Hypothesis: The safe-haven narrative in the gold market has structurally collapsed under the macro realities of
rising real yields and a strong US dollar. The current decline signals a trend shift where 'interest rate risk' outweighs
'war risk.' Despite weak consumer sentiment (56.6), gold's fall indicates the market prioritizes the Fed's inflation control
success and rising real yields over recession hedging. Consequently, gold is correlating with risk-on assets and will likely
correct alongside equities (SPX).

The current market indicates that gold's safe-haven status is eroding, having fallen 15% despite the
outbreak of war in the Middle East. Investors are focused on profit-taking, driven by an optimistic
narrative that the war will end soon and expectations that the Fed will maintain its high-rate stance.
Forecasts from institutions like JPMorgan, projecting year-end gold at $6,300, reflect a fragmented
sentiment based on the logic that 'gold rises when the war ends".

This assessment is sound, as the collected data clearly demonstrates labor market resilience and upward
pressure on real yields. First, **ICSA (Initial Jobless Claims) at 207,000** fails to meet the labor market fracture
condition of 'exceeding 240,000 for two consecutive weeks," a core premise of Hypothesis B, weakening the
'priced-in recession' narrative. Second, the **T10Y2Y spread remains positive at 0.55%**, sustaining upward
pressure on real yields and keeping the opportunity cost of gold elevated. Third, the divergence between
**GOLD down 8.25% from its 3-month peak** and **SPX flat at 0.0% (holding all-time highs)** suggests gold is
correlating with risk-on assets sensitive to rising real yields rather than acting as a safe haven. The decline in
gold despite low consumer sentiment (UMCSENT 56.6) strongly proves the market prioritizes 'interest rate risk'
over 'recession hedge.' Therefore, the current decline is judged as a structural bearish shift driven by rising real
yields, not merely temporary profit-taking.

Action: Underweight GOLD and overweight US10Y

Invalidation: If ICSA (Initial Jobless Claims) exceeds 240,000 for two consecutive weeks in the coming period

View Change: The invalidation condition set in the prior verdict (A)—'ICSA exceeding 240,000 and T10Y2Y inversion'—did not
materialize. Instead, ICSA stands at 207,000, reflecting a resilient labor market, while T10Y2Y has turned positive at 0.55%. These
developments overwhelmingly support Hypothesis B (collapse of gold's safe-haven status and dominance of real yield pressure).
Notably, GOLD's 3-month decline of -8.25% alongside SPX's maintenance of its all-time high confirms gold is correcting like a risk
asset, validating the 'structural bearish reversal' thesis over the previous 'temporary profit-taking' view.

Macro Picture

Regime: risk_on_drag
Key Themes: Temporary Erosion of Safe-Haven Status, Upward Pressure on Real Yields, Paradoxical Divergence
Between Geopolitical Risks and Gold Prices

Dominant Narrative: Despite the outbreak of war in the Middle East, gold prices have plummeted 15%, shaking its
traditional status as a safe-haven asset. Investors are focusing on profit-taking amid concerns over the war's end
date and the Federal Reserve's high-interest-rate stance. While institutions like JPMorgan maintain an end-of-year
target of $6,300, the current market exhibits a divided sentiment, interpreting the sharp decline as a buying
opportunity based on the logic that 'gold rises when the war ends.'

Reality: As of April 2026, the T10Y2Y (10-year minus 2-year Treasury yield spread) stands at 0.55% in positive
territory, suggesting a 'risk-on' environment driven by rising real yields and easing recession fears, which increases




the opportunity cost of holding gold. Despite the UMCSENT (Consumer Sentiment) remaining low at 56.6, the fact
that war risks have led to gold selling indicates that a strong dollar and rising real yields are exerting stronger
downward pressure than geopolitical uncertainty.

Hypotheses

A (Market Right)

The current decline in the gold market is a temporary profit-taking move that has already priced in the 'end of
the war,' while rising real yields and dollar strength are temporary phenomena driven by excessive 'risk-on'
sentiment prior to the escalation of geopolitical risks. Should the Middle East war prolong or expand, the
dollar's safe-haven status will shift to gold, allowing gold to regain its function as a traditional safe-haven asset
and rebound toward the year-end target of $6,300.

The current decline in gold is driven less by macro factors such as the T10Y2Y positive inversion (0.55%) and rising real yields, and
more by the market's dominant optimistic narrative that 'the war will end soon.' A robust labor market (ICSA 207,000) has fueled
expectations that the Fed will maintain its high-rate stance, bolstering the dollar; however, this is predicated on the assumption that

war risks will not translate into actual inflation and supply chain disruptions. Should the war prolong or expand, geopolitical
uncertainty will outweigh pressure from rising real yields, causing gold to surge again as a safe-haven asset.

B (Market Wrong)

The safe-haven narrative of the gold market has structurally collapsed due to the macro reality of rising real
interest rates and a strong dollar. The current decline signals a trend shift indicating that 'interest rate risk'
outweighs 'war risk.' Despite low consumer sentiment (56.6), gold is falling, implying the market prioritizes the
Fed's success in controlling inflation and rising real rates over hedging against a recession. Consequently, gold
is correlating with risk-on assets and will likely undergo correction alongside the equity market (SPX).

The T10Y2Y turning positive at 0.55% indicates easing recession fears and sustained upward pressure on real rates, structurally
increasing gold's opportunity cost. Gold's decline despite low UMCSENT (56.6) demonstrates that the market is weighing 'rising real
rates' more heavily than 'recession.' Furthermore, gold's 15% plunge despite war risks signifies that geopolitical uncertainty was
offset by a strong dollar and rising real rates, suggesting gold's safe-haven status has shifted from temporary erosion to a structural
bearish trend.

Key Question: If ICSA (Initial Jobless Claims) exceeds 240k within the next two weeks, signaling labor market cracks, and the
T10Y2Y spread re-inverts, will gold surge as a safe haven, or will sustained upward pressure on real rates cause it to decline
further like a risk asset?

Tensions

The 15% plunge in gold despite the geopolitical risk of a Middle East war, temporarily undermining its safe-haven
status, suggests that rising real yields and a strong dollar are exerting stronger downward pressure than war-related
risks.

0.85
Narrative: In the event of war, gold should surge as a traditional safe-haven asset; the cu

Reality: The T10Y2Y positive inversion (0.55%) and rising real yields are fostering a 'ri

GOLD DXY US10y  SPX

Gold's decline amid recession concerns, with the UMCSENT (Consumer Sentiment) remaining low at 56.6, indicates
that the market is placing greater weight on the Federal Reserve's high-interest-rate stance and successful inflation
control rather than hedging against a recession.
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Narrative: When concerns over economic recession coexist with geopolitical instability, gol
Reality: Pressure from rising real yields is taking precedence over declining consumer se

GOLD SPX us1ioy  VIX

The bullish case for gold at $6,300 by year-end from institutions like JPMorgan, alongside the market's buying logic
that 'gold rises when the war ends, reflects a divided sentiment interpreting the current 15%+ decline as a
‘contrarian buy signal,’ highlighting a severe divergence between narrative and reality.
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Narrative: The current decline in gold prices presents a buying opportunity in anticipation
Reality: The current market is showing structural weakness driven by rising real yields e
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