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Verdict

Winning Hypothesis: The market is wrong: The market's 'soft landing' narrative underestimates the time lag of 'demand
destruction' caused by energy supply disruptions from the Middle East war, dismissing real economic slowdown signals
shown by the Consumer Sentiment Index (56.6) and falling copper prices (-2.23%) as 'temporary adjustments.' The
positive 10Y-2Y spread fails to reflect the ongoing economic slowdown due to the lagging nature of historical data, and
the increase in jobless claims (20,000) is only the starting point of labor market weakness. The surge in WTI oil prices
(+37.78%) will erode consumer purchasing power, sharply contracting non-essential consumption, which will lead to
downward earnings revisions for tech stocks (NDX). The market is focusing on policy uncertainty regarding the 'rate
freeze' and failing to fully price in the risks of slowing real GDP growth and declining corporate profit margins caused by
the energy shock.

The market believes that the energy supply shock from the prolonged Middle East war will only cause
temporary resurging inflation and a rate freeze, without undermining the 'soft landing' scenario for the
real economy. Investors dismiss the labor market weakness as an overreaction based on the positive
10Y-2Y Treasury spread and robust industrial production data, interpreting the tech stock sell-off
merely as a defensive posture.

However, the collected evidence strongly refutes the market's 'soft landing' narrative, suggesting it
underestimates the time lag of 'demand destruction' caused by the energy shock. The decisive evidence is the
fact that copper prices fell -1.24% and the Consumer Sentiment Index (56.6) hit a historical low despite WTI oil
prices skyrocketing (+95.5%) over a three-month period. This indicates a typical 'stagflation' pattern where
rising energy costs contract manufacturing demand and sharply lower consumer sentiment. Although the
previous judgment pointed to market overreaction based on 'jobless claims below the 250,000 threshold,’
ICSA (202,000) is approaching the collapse threshold, labor market weakness is accelerating, and falling
copper prices and low consumer sentiment show fundamental weakness in the real economy. Therefore, the
market is underestimating the risk of declining corporate profit margins, excessively buying tech stocks (NDX)
or performing passive defensive asset allocation; market declines will accelerate if jobless claims exceed
250,000 in the March employment report.

Action: Underweight NDX and Overweight GOLD

Invalidation: If ICSA (initial jobless claims) stabilizes at the 200,000 level without exceeding the 250,000
threshold for two consecutive weeks.

Macro Picture

Regime: slowdown
Key Themes: Middle East geopolitical risks and energy inflation, Fed rate freeze and uncertainty, KRW weakness
and exchange rate breaking 1,530

Dominant Narrative: Concerns over energy supply instability and resurging inflation due to the prolonged Middle
East war are heightening market uncertainty, while the Fed maintains a wait-and-see approach by freezing the
benchmark interest rate at 3.50-3.75%. Investors are adopting a defensive stance, abandoning rate cut expectations
ahead of the March non-farm payrolls report, as global capital outflows accelerate amid a strong dollar trend with
the USD/KRW exchange rate surpassing 1,530.




Reality: As of February 2026, the Industrial Production Index (INDPRO) remained at 102.551, but the Consumer
Sentiment Index (UMCSENT) at 56.6 reflects sluggish consumer sentiment. While the 10Y-2Y Treasury spread
remained positive at 0.52%, initial jobless claims (ICSA) of 202,000 are sending weak signals from the labor market,
and the CPI level of 327.46 suggests a delay in disinflation due to the surge in Middle East oil prices.

Hypotheses

A (Market Right)

The market is right: The energy supply shock from the prolonged Middle East war has distorted the 'soft
landing' scenario by temporarily masking the 'robustness' of the real economy. While the market is taking a
defensive stance due to fears of resurging inflation and a rate freeze, this is merely a temporary adjustment
while the 10Y-2Y spread remains positive. The Consumer Sentiment Index (56.6) and the increase in jobless
claims (20,000) reflect temporary sentiment contraction due to high prices and structural labor market rigidity
rather than recession signals. The fact that the Industrial Production Index (102.551) is maintained and copper
prices are falling suggests a delay in demand due to rising energy costs rather than a supply chain collapse.
Therefore, the market is over-interpreting 'stagflation' and excessively pricing in tech stock selling; if the
unemployment rate remains below the 250,000 threshold in the March employment report, rate cut
expectations will resurface, leading to a sharp market rebound.

The market narrative is based on 'stagflation' fears that energy shocks will sharply contract real demand, but the positive 10Y-2Y
spread (0.52%) and robust industrial production suggest a 'delayed disinflation' phase rather than a recession. The 20,000 increase
in jobless claims is a sign of labor market weakness, but the labor market remains firm compared to the 250,000 collapse threshold.
The decline in copper prices is a temporary production adjustment (supply-side shock) in manufacturing due to rising energy costs,
and low consumer sentiment is merely defensive consumption behavior rather than the disappearance of consumption itself. Thus,

the market is mistaking the 'soft landing' scenario for 'stagflation' and excessively selling tech stocks (NDX), which will be resolved
with data improvement at the time of the March employment report.

B (Market Wrong)

The market is wrong: The market's 'soft landing' narrative underestimates the time lag of 'demand destruction'
caused by energy supply disruptions from the Middle East war, dismissing real economic slowdown signals
shown by the Consumer Sentiment Index (56.6) and falling copper prices (-2.23%) as 'temporary adjustments.’
The positive 10Y-2Y spread fails to reflect the ongoing economic slowdown due to the lagging nature of
historical data, and the increase in jobless claims (20,000) is only the starting point of labor market weakness.
The surge in WTI oil prices (+37.78%) will erode consumer purchasing power, sharply contracting non-essential
consumption, which will lead to downward earnings revisions for tech stocks (NDX). The market is focusing on
policy uncertainty regarding the 'rate freeze' and failing to fully price in the risks of slowing real GDP growth and
declining corporate profit margins caused by the energy shock.

The market narrative assumes that the rise in energy prices will be temporary and that the stock market will be defended even if rate
cuts are delayed because the labor market and industrial production are robust. However, as of February 2026, the Consumer
Sentiment Index (56.6) is at a historical low, meaning consumption contraction has already begun. The decline in copper prices is a
clear signal of demand contraction due to rising energy costs, a typical pattern of 'stagflation.' The increase in jobless claims (20,000)
is an early sign of labor market weakness, with a high probability of exceeding the threshold (250,000) when March employment
data is released. Therefore, while the market expects a 'soft landing' and is only passively performing defensive asset allocation or

buying tech stocks, corporate profit margins will plummet once the energy shock spreads to the real economy, leading to further
declines in equity indices (SPX, NDX).

Key Question: Will the March non-farm payrolls report confirm a labor market collapse signal by exceeding the 250,000 initial
jobless claims threshold, or will it stabilize in the 200,000 range, supporting the 'soft landing' scenario?

Tensions

Contrary to the narrative warning of resurging inflation and delayed rate cuts due to energy supply disruption
concerns, the actual 10Y-2Y Treasury spread remains positive, indicating that recession signals are not yet clear.
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Narrative: Expectations for rate cuts have completely vanished due to resurging energy infl
Reality: Recession signals are minimal as the Industrial Production Index is maintained a
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While the narrative of a weak Korean stock market due to global capital outflows and the exchange rate breaking
1,530 is dominant, the US market maintains an upward trend led by tech stocks despite surging oil prices, showing
a defensive posture.
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Narrative: Selling pressure on emerging market equities and KRW assets is maximized as glob
Reality: The S&P500 and Nasdaq rebounded despite the surge in international oil prices, a
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Despite labor market weakness data such as low consumer sentiment and increasing jobless claims, the market
interprets this only as policy uncertainty regarding the 'Fed rate freeze,' thereby underestimating the actual risk of
an economic slowdown.
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Narrative: The Fed's rate freeze is merely a response to Middle East geopolitical risks, ma
Reality: Weakness in actual consumption and the labor market is already evident in data,
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