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One and done seems to have been priced in and we “kind of” got that, though I'll call it “donish”. They
will decide what to do in June for the June meeting (what they should do at every meeting). So, we are
stuck with divining what data they pay more or less attention to and waiting for that data to roll in.

He seemed to downplay the risk of financial conditions tightening as a result of ongoing pressure on
bank valuations. Negative for risk.

Given where inflation is (and the messaging from today), it seems that for now markets will have to
go between pricing in 0 and 25 bps. With WIRP pricing in about a 10% chance of a hike at the next
meeting (as of 3pm ET), that seems about right. A tiny negative for risk.

Markets are still pricing in multiple cuts by year-end. | agree that should be the path, but “donish” is
far from “dovish” and that is all we got today. Look for a battle between the Fed and markets in the
coming days as they try to jawbone away cuts later this year. Maybe that is why he is so adamant that
2% is their target (and not some 3% “soft” target).

Quantitative tightening remains in play (as it should), but | continue to believe that QT has more of an
impact on risk asset prices than rate hikes or cuts (at least in the near-term). Negative for risk.

My takeaway is that so long as jobs are strong, 2% is their inflation target and they will push on the
economy. I'm okay with that so long as we have strength in all segments of the job market (I'm
concerned about the state of higher-income jobs in this economy).

The topics from this week’s Smooth Sailing T-Report remain relevant:

e Inventories, the consumer, inflation, not a short squeeze, M2, the Fed, jobs, the debt ceiling,
and China/other geopolitical risks.

The biggest change from this weekend (to the negative) is the broad pressure on banks again after the
FRC deal.

So far, | am not seeing inordinate buying pressure in markets and even ODTE options seem reasonably
well behaved.

The bad news for bears (of which | remain one) is that Powell did a very solid job during this press
conference. There were no “gotcha” type of moments and “donish” is better than being hawkish, which
was a plausible (but unlikely) stance for the Fed to take.

The good news for bears is that despite all sorts of recent stories about record short positions in stock
futures, the market isn’t trading at all like there is a short squeeze. This makes me wonder if there are
some very large long positions (potentially concentrated in a small number of stocks) using the broad
market as a hedge. I'm starting to believe that this is the positioning, which makes me want to start
any long positions with the laggards and avoid the highest fliers of the recent weeks and months.
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https://academysecurities.com/wp-content/uploads/Smooth-Sailing-Ahead-1.pdf
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Disclaimer

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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