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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.

Now, start paying back student loans.

Consumer Sentiment
Data from Bloomberg
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

One-Year Inflation Expectations

Data from Bloomberg
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Relative Constrictivity (Inflation Minus US 2YR Yield)

Data from Bloomberg
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Citi Economic Surprise Index
Data from Bloomberg
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Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Citi Economic Surprise Index
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Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. \While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.
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Key Points to Ponder Citi Economic Surprise Index Corporate Profit Percent of GDP

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be 20
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories 10
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Earnings. Earnings estimates remain too high and will likely be subject to considerable
downward revisions over the next two quarters. Margin and demand pressures are
already manifesting and will likely continue to accelerate.

S&P 500 Earnings Per Share

Data from Bloomberg
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is inevitable, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Earnings. Earnings estimates remain too high and will likely be subject to considerable
downward revisions over the next two quarters. Margin and demand pressures are
already manifesting and will likely continue to accelerate.

Valuation. Almost every financial instrument is expensive relative to historical trends
and averages. Markets remain priced for perfection. Perfection is the one thing
guaranteed not to happen.

S&P 500 PE Ratio Forward One Year

Data from Bloomberg
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Earnings. Earnings estimates remain too high and will likely be subject to considerable
downward revisions over the next two quarters. Margin and demand pressures are
already manifesting and will likely continue to accelerate.

Valuation. Almost every financial instrument is expensive relative to historical trends
and averages. Markets remain priced for perfection. Perfection is the one thing
guaranteed not to happen.

Geopolitics. We are at the end of the third significant era of globalization. Nationalistic
retrenchment will undoubtedly lead to substantial military conflict, lower standard of
living, and considerable asset price uncertainty.

“Awesome . .. a landmark . ..

profoundly realistic and importanc . . .
supremely timely and cogent . . . the first book
to fully fathom the depth and range of the
changes now sweeping through the world.”
—George Gilder, The Washington Post Book World
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Key Points to Ponder

Consumer. The consumer is either resilient or stupid. There are signs of a slowdown in
consumption in corporate earnings. This will increase over the next two quarters. Credit
is maxed out. Savings are spent. The stimulus is gone. Signs of stress are increasing.
Now, start paying back student loans.

Inflation. Corporations are eating inflation, compressing margins. Prices that cannot be
passed on will force layoffs. Tariffs increase inflation pressure, but overbuilt inventories
will push margins lower. Either way, margins are coming down.

Interest Rates. Interest rates are constrictive and need to stay that way until the
inflationary impact of tariffs is known. Even 10% tariffs will bump inflation.

Recession. While an economic slowdown is certain, a recession is not. A recession
requires breaking the labor market, which remains resilient to external and internal
stresses. Stagflation continues to be the most likely outcome, where the economy
slows, inflation remains higher than average, and the Federal Reserve is trapped.

Earnings. Earnings estimates remain too high and will likely be subject to considerable
downward revisions over the next two quarters. Margin and demand pressures are
already manifesting and will likely continue to accelerate.

Valuation. Almost every financial instrument is expensive relative to historical trends
and averages. Markets remain priced for perfection. Perfection is the one thing
guaranteed not to happen.

Geopolitics. We are at the end of the third significant era of globalization. Nationalistic
retrenchment will undoubtedly lead to substantial military conflict, lower standard of
living, and considerable asset price uncertainty.

Structural. A real boogeyman exists under the bed. It's the end of growth. Be worried.
Very, very worried.




Thank You
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