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A Pivot Is Not Always Synonymous With Risk-On

While the bull camp is waiting for the Fed to pause, or preferably pivot, a reverse in policy is often too late.
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Surveyed Inflation Expectations & Inflation Uncertainty Remain High

While market-based inflation signals are declining, surveyed inflation expectations one-year out are reluctantly high. This is a question of

consumer psyche.
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The Fed Is Fighting A Behavioral Game

The higher inflation goes, the more similar price changes become. Emerging Markets are even more prone to the price similarity dynamic.
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A Deflationary Impulse Ahead

With the 3m10yr yield curve at -52bps, markets are projecting a recessionary
condition ahead.
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Weaker economic activity ahead is associated with a deflationary impulse. Is
deflation on the inbound for the wrong reasons?

—10-Year Breakeven Inflation Rate [%]

—5-Year Breakeven Inflation Rate [%]
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Household Wealth Deteriorating But Solidly High

Lots of household wealth destruction yet to be done (via the wealth effect.)
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Year-over-year household wealth destruction playing into consumer
psyche.
—Households; Net Worth (YoY %)

—Households; Nonfinancial Assets (YoY %)

—Households; Total Financial Assets(YoY %)
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Disposable Income Back To Pre-2020 Trend

Nominal levels of disposable income back to pre-2020 trend. Debt service for households nowhere near concerning levels.
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Credit Card Delinquencies Marginal and Real Estate Value Substantial

Credit Card delinquencies low across income quartiles. Declining home prices will help on CPI's shelter component. From the

Fed's perspective, prices are still elevated in absolute terms.
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The Commodities Complex Reflecting Weaker Demand

Crude Oil nowhere near the “ultra-backwardation” we saw earlier this
year, reflecting weaker demand prospects.

= CL Front Month - 4 Month Forward
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Manufacturing Delivery Times & Activity Declining

Future manufacturing delivery times have come off fast, last at -13.

Manufacturing Activity has slowed significantly. While deflationary on

the margin, it is for the wrong reasons.
— Philadelphia Fed Future Delivery Time

— Philadelphia Fed Future Activity Index
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Disclosure

All opinions expressed by the program participants are their own and do
not reflect those of Blue Line futures LLC or their affiliates. The content is
for informational purposes only and should not be taken as trading
advice. Futures trading involves a substantial risk of loss and may not be
suitable for all investors. Therefore, carefully consider whether such
trading is suitable for your financial condition.



