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Verdict

Winning Hypothesis: The macro reality strongly suggests that the historic low in consumer sentiment (44.8) and
tangible weakening in the labor market (ICSA 215,000) have already initiated a 'structural collapse on the demand side.'
The market's support for the equity floor based on semiconductor sector growth and safe-haven demand amid Middle
East risks, while cautioning against 'higher-for-longer rates,' reflects a psychological bias that overestimates the Fed's
rate cut termination scenario and fears 'reignited inflation, despite an imminent recession. Robust industrial
production does not invalidate recession signals and is more likely a precursor to inventory overhang. Consequently,
the market dismisses the economic slowdown risk as a 'temporary correction' and underestimates the potential for
sharp asset price declines upon entering an actual recession phase.

Market participants believe that the semiconductor supercycle and Al demand will offset
macroeconomic slowdown risks, enabling a 'soft landing.' They interpret rising oil prices due to Middle
East risks and a preference for safe-haven assets as temporary adjustments within a 'higher-for-longer
interest rate' scenario. Specifically, citing strong growth in the semiconductor sector (e.g., SK Hynix)
and robust industrial production indicators, they judge that the equity market floor will be supported,
dismissing slowing employment indicators or contracting consumer sentiment as illusions caused by
lagged data.

However, the collected evidence strongly suggests that the phenomenon the market dismisses as a
'temporary adjustment' is actually the early stage of stagflation, marking the onset of a 'structural collapse on
the demand side.' Crucially, consumer sentiment (UMCSENT) has hit a historical low of 44.8, accelerating
consumption contraction, while new jobless claims (ICSA) have exceeded the 200,000 threshold at 215,000,
confirming substantial weakness in the labor market. This not only fails to meet the invalidation condition set
in the previous judgment ('ICSA recovers below 190,000 for two consecutive weeks') but shows a worsening
trend, strengthening the logic of Hypothesis B (the market is wrong). The robust industrial production (102.65)
is merely a residual effect of past inventory buildup; once consumption contraction fully materializes, a sharp
production drop due to inventory adjustment is expected. Therefore, it is reasonable to conclude that
semiconductor sector growth alone cannot support the overall equity market floor.

Action: Recommendation to reduce NDX exposure and increase GOLD exposure

Invalidation: If ICSA (new jobless claims) recovers to below 190,000 for two consecutive weeks in the future

Macro Picture

Regime: slowdown
Key Themes: Reacceleration of inflation and fading expectations for rate cuts, Semiconductor supercycle and Al-
driven demand, Commodity price volatility amid geopolitical risks

Dominant Narrative: Market participants are cautious about the potential end of Fed rate cuts and possible rate
holds or hikes in the second half of 2026, citing June 2026 inflation data and a gradual slowdown in the labor
market (ICSA 215,000). Meanwhile, strong growth in the semiconductor sector (e.g., SK Hynix NASDAQ listing) is
supporting the broader market, creating a mixed sentiment. Escalating geopolitical tensions in the Middle East have
driven a sharp surge in oil prices, amplifying supply shock risks and fueling a flight to safety. Concurrently, rising
USD volatility is accelerating a reevaluation of the 'higher-for-longer' interest rate scenario.




Reality: According to FRED data, industrial production (INDPRO 102.65) remains resilient, but consumer sentiment
(UMCSENT 44.8) as of May 2026 shows severe contraction at 44.8, signaling economic slowdown. While the 10-year
minus 2-year Treasury yield spread (T10Y2Y 0.35%) remains in positive territory, indicating no clear recession signal,
new initial jobless claims (ICSA 215,000) as of early July 2026 suggest a deceleration in the labor market
normalization process. However, given the UMCSENT data is stale (delayed to May), if the latest consumer
sentiment indicators released in June-July confirm even lower levels, concerns over economic slowdown could
intensify.

Hypotheses

A (Market Right)

The market narrative overly relies on a 'soft landing' scenario, assuming the semiconductor supercycle and Al
demand can offset macroeconomic downside pressures. However, this reflects a 'lagged data' illusion, as
consumer sentiment (44.8) and employment slowdown (ICSA 215,000) are already evident. The robustness of
industrial production (102.65) stems merely from past inventory buildup and temporary effects of Al-related
capital expenditure. The market mistakenly believes that semiconductor sector growth alone can sustain the
broader market floor, underestimating the rapid contraction in final demand (consumption). Should firms halt
inventory accumulation and sharply cut production amid collapsing consumption, the semiconductor sector's
growth will prove insufficient. Thus, the market overestimates supply-side resilience while underestimating the
pace of demand-side collapse, dismissing 'prolonged high interest rates' as a temporary correction.

Market participants believe strong growth in the semiconductor sector (e.g., SK Hynix) and Al demand can offset macroeconomic
slowdown risks, reinforcing the 'soft landing' narrative. However, consumer sentiment (44.8) and initial jobless claims (215,000)
clearly signal structural weakness on the demand side. The resilience of industrial production indicators is likely a residual effect of
past inventory accumulation or capital expenditure; once consumption contraction intensifies, production could sharply decelerate.

Consequently, the market overlooks data lags and erroneously assumes semiconductor sector growth alone can shield the broader
economy from recession.

B (Market Wrong)

The macro reality strongly suggests that the historic low in consumer sentiment (44.8) and the tangible
weakening in the labor market (ICSA 215,000) have already initiated a 'structural collapse on the demand side.'
The market's support for the equity floor based on semiconductor sector growth and safe-haven preference
amid Middle East risks, while guarding against 'higher-for-longer rates,' reflects a psychological bias that
overestimates the Fed's rate cut termination scenario and fears 'reignited inflation, despite an imminent
economic contraction. Robust industrial production does not invalidate recession signals; rather, it is likely a
precursor to inventory overhang. Consequently, the market dismisses slowdown risks as a 'temporary
correction' and underestimates the potential for sharp asset price declines upon entering an actual recession
phase.

Consumer sentiment (44.8) and initial jobless claims (215,000) clearly indicate accelerating demand contraction, directly
contradicting the market's 'soft landing via semiconductor growth' narrative. While industrial production (102.65) remains robust,
this does not negate recession signals and may instead signal impending inventory overhang. The market excessively guards against

the Fed ending rate cuts and a 'higher-for-longer' scenario, dismissing actual recession risks as a 'temporary correction.' This
mispricing stems from a failure to accurately reflect macro realities.

Key Question: Will new jobless claims (ICSA) recover to below 190,000 for two consecutive weeks, or will levels remain at or
above 215,000, worsening and leading to production slowdowns driven by consumption contraction?

Tensions

The market narrative posits that the semiconductor supercycle and Al demand will support equity market bottoms,
offsetting slowdown concerns. However, macro data indicating severe contraction in consumer sentiment (44.8)
and labor market deceleration (ICSA 215,000) suggests the actual recession risk may be significantly higher than the
narrative implies.
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Narrative: Semiconductor sector growth and Al demand support market floor and expectations
Reality: Deepening recession fears amid sharp decline in consumer sentiment and signs of
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The narrative reflects a reevaluation of the 'higher-for-longer' scenario driven by oil price surges and flight-to-safety
flows due to Middle East geopolitical risks. Yet, resilient industrial production (102.65) introduces uncertainty
regarding whether supply shocks will translate into tangible economic slowdown.
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Narrative: Concerns over prolonged high interest rates and re-accelerating inflation due to
Reality: Possibility that robust industrial production indicators may prevent supply shoc

WTI GOLD DXY

Market participants believe semiconductor IPOs (e.g., SK Hynix) and Al themes can offset USD volatility and upward
pressure on the KRW/USD exchange rate. However, if consumer sentiment indicators in June-July decline further,

heightened slowdown concerns could amplify exchange rate volatility.
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Narrative: Exchange rate stability and market support driven by semiconductor sector streng
Reality: Additional slowdown concerns and potential exchange rate volatility due to lagge
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