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Verdict

Winning Hypothesis: The positive turnaround in the T10Y2Y spread (0.51%) and easing recession concerns may slow the
Fed's rate-cutting pace, creating a divergence from the market's optimistic narrative. Weakening consumer sentiment
and labor market rigidity, as reflected in UMCSENT and ICSA indicators, amplify stagflation risks. Should rate cuts be
delayed while inflation remains uncontained, sustained real interest rate burdens could limit gold's upward
momentum. Additionally, while central bank purchases may establish downside support, ETF outflows from Western
investors and dollar strength could heighten short-term volatility, increasing the likelihood of further gold price
corrections near $4,900.

As of April 2026, the market perceives gold prices near $4,900 as a 'buying opportunity, combining
temporary corrections driven by the easing of geopolitical risks such as the opening of the Strait of
Hormuz with expectations of the Fed reigniting rate cuts. Investors anticipate that structural buying by
central banks, including China's, will firmly support the price floor, and they remain optimistic that
gold prices will rebound above $5,000 under a scenario of reduced real interest rate burdens.

However, the market's optimistic narrative underestimates macro signals indicating that the T10Y2Y spread
has turned positive at 0.51%, alleviating recession fears, and that ICSA at 214,000 confirms a still-robust labor
market. These factors constrain expectations of aggressive Fed rate cuts, sustaining real interest rate burdens.
Indeed, the 7.27% decline in GOLD 3M Return and the 1.65% rise in DXY clearly demonstrate that dollar
strength and upward pressure on real rates are exerting downward pressure on gold prices. Since the
invalidation conditions set in the previous assessment—'T10Y2Y spread remains above 0.2%' and 'ICSA falls
below 180,000'—have not been met, the stagflation risk and delayed rate cut scenario remain valid, leading to
the conclusion that the market narrative is incorrect.

Action: Recommendation to reduce GOLD exposure and increase DXY exposure
Invalidation: If the T10Y2Y spread inverts below 0.2% and remains so for over two weeks

Macro Picture

Regime: central_bank_bid

Key Themes: Temporary contraction in safe-haven demand amid geopolitical uncertainty, Renewed expectations
of Fed rate cuts and downward momentum in real interest rates, Establishment of downside rigidity through central
bank purchases

Dominant Narrative: As of April 2026, geopolitical risks such as the blockade of the Strait of Hormuz have
temporarily eased, leading to a rebound in gold prices to around $4,900 from a 15% plunge immediately after the
outbreak of war, now viewed as a 'buying opportunity.' Investors anticipate that renewed expectations of Fed rate
cuts will reduce the burden of real interest rates, while sustained purchases by central banks, including China's, will
support the price floor.

Reality: Although the T10Y2Y spread has inverted positively at 0.51%, alleviating recession concerns, indicators
such as UMCSENT (56.6) and ICSA (214,000) suggest weakening consumer sentiment and labor market rigidity,
indicating that stagflation risks persist. Based on March 2026 CPI (330.293) and January 2026 Producer Price Index
(101.79) data, inflation remains uncontained, making gradual rate cuts more likely, thereby gradually restoring the
attractiveness of gold's real yield.




Hypotheses

A (Market Right)

In the current environment where geopolitical risk mitigation coexists with expectations of gradual Fed rate
cuts, the narrative that structural central bank purchases firmly support the price floor, making gold near $4,900
a 'buying opportunity, remains valid. The positive shift in the T10Y2Y spread alleviates recession fears, limiting
dollar strength (DXY), while inflation rigidity reduces the real rate burden, restoring gold's real yield appeal.
Consequently, gold prices are likely to re-ascend above $5,000 following a short-term correction.

The market narrative appropriately reflects the temporary correction due to the evaporation of the geopolitical premium from the
Hormuz Strait blockade thaw and the reignited expectations for Fed rate cuts. Notably, consumer sentiment contraction indicated
by UMCSENT and ICSA metrics may act as a catalyst to accelerate Fed rate cuts, thereby strengthening the downward momentum in

real rates. Inelastic central bank purchases serve as a key variable supporting the price floor, and as long as the T10Y2Y spread
remains at the 0.51% level, recession concerns remain limited.

B (Market Wrong)

The positive turn in the T10Y2Y spread (0.51%) and easing recession concerns may slow the Fed's rate cut pace,
creating a divergence from the market's optimistic narrative. Weakening consumer sentiment (UMCSENT) and
labor market rigidity (ICSA) amplify stagflation risks; if rate cuts are delayed while inflation remains
uncontained, sustained real rate burdens could limit gold's upward momentum. Additionally, while central
bank purchases provide downside support, ETF outflows from Western investors and dollar strength may
increase short-term volatility, making further correction near $4,900 likely.

Macro realities show the T10Y2Y spread has turned positive, easing recession fears, but this may instead shorten expectations for
Fed rate cuts. With inflation not fully contained, gradual rate declines are more likely, meaning real rate burdens may not ease while

stagflation risks persist. Although central bank buying offers downside support, potential ETF outflows from Western investors and
ongoing dollar strength could drive short-term volatility. Thus, gold prices are likely to face further correction near $4,900.

Key Question: Even with the T10Y2Y spread maintaining a positive turn at 0.51%, can weakening consumer sentiment
(UMCSENT) and labor market rigidity (ICSA) reignite Fed rate cut expectations and strengthen real rate decline momentum, or
will stagflation risks slow the pace of rate cuts, limiting gold's upward momentum?

Tensions

The divergence between the narrative of temporary contraction in safe-haven demand due to eased geopolitical
risks, leading to gold price corrections, and the reality of sustained downward momentum in real interest rates
driven by stagflation concerns and inflation rigidity, which secures downside rigidity.

0.65

Narrative: Geopolitical uncertainty has diminished due to the thawing of the Hormuz Strait
Reality: Stagflation risks persist due to consumer sentiment contraction and labor market

GOLD US10Y DXY

The inconsistency between the optimistic narrative that renewed expectations of Fed rate cuts will drive a gold price
rebound and macro data signals, such as the positive inversion of the T10Y2Y spread indicating reduced recession

fears, which may slow the pace of rate cuts.
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Narrative: As expectations for Fed rate cuts reignite in April 2026, the downward momentum
Reality: Although the T10Y2Y spread has inverted positively to 0.51%, alleviating recessi

GOLD US10Y  SPX

The tension between the narrative that sustained central bank purchases support the gold price floor and the reality
that potential ETF outflows from Western investors and persistent dollar strength could heighten short-term

volatility.
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Narrative: Sustained purchases by central banks, including China's, are firmly supporting t
Reality: While central bank purchases establish downside rigidity, the risk of a strong d
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