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Slowing, Slowing, Gone?
With baseball season in full swing, | couldn’t think of a better way to start this quick economic update.

Since we highlighted Excess Inventory, Increasing Delinquencies, and Falling Shipping last week, April
has provided us with largely weak economic data.

e Manufacturing PMI fell further to 46.3 (the 5th month in a row below 50).

e JOLTS job openings actually fell and are back to levels last seen in the summer of 2021 (the
“Quit Rate” at 2.6% was still higher than the historical average of 2.4%, but well off its peak of
3%).

e Factory orders and durable goods remain in decline.
e ADP was “only” 145k, down from allegedly 261k last month.

e While the service sector is still hanging on, ISM Services came in at 51.2 (down from 55.1 and
compared to expectations of 54.4), making some people wonder if the 49.9 print back in
December wasn’t just an anomaly after all. The employment component also reverted lower
again. Finally, new orders dropped substantially (62.2 from 62.6).

Every bit of data this month has hinted at a slowing economy.

The inflation front is not being helped by oil (WTI surged from $69 to $80 in less than two weeks). This
was supported by OPEC+ cutting production as opposed to solid global growth prospects (I'm assuming
that the world’s leading oil exporters have a sense of where demand is heading).

Maybe we are just “catching up” after we saw some overly good data in recent months (the Citi
Economic Surprise Index shot from -10 in early February to above 60, and was still at 48 before today’s
data). Or maybe the data released recently was skewed by “bad seasonal adjustments,” “low response
rates”, or a “shifting economy that isn’t fully captured in current data”.

We get NFP on Friday, and while the stock market is closed, it should make for some interesting trading
late on Thursday and on Monday.

From a positioning standpoint, I'm updating some things since Sunday’s Fortune Favored the Bold:

e Neutral on bonds. It felt foolish being constructive on bonds with the 10-year at 3.47%, but it
fit my models. Here at 3.3%, I’'m neutral and would be tempted to be short, except for the fact
that NFP on Friday will be on a day with incredibly low liquidity (even by already low liquidity
standards) and almost anything could happen. The 2-year at 3.7% holds little appeal and | am
bearish on the economy!

e Medium bearish on risk assets. | am now firmly entrenched in the medium-bearish camp and
will maintain that view. Stocks (and credit spreads) seem to be trading on recession and
earnings fears and less on the hope that the Fed is done hiking (or on the view that the Fed
finishing should send stocks significantly higher).

On the bright side, in the first week of April, everyone’s team is in the running to win the World
Series!
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https://academysecurities.com/wp-content/uploads/Moving-Beyond-Banks.pdf
https://academysecurities.com/wp-content/uploads/Fortune-Favored-the-Bold.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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