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The Debt Ceiling.

Voters were just amazed at how much was made from such a flimsy topic. Others commented that the
debt ceiling had become tired, worn, and too predictable, but this year’s cast of characters brought
out some new energy. While highly unusual to be given an award for a series that hasn’t been finished,
it just stood out as being deserving of the recognition. Critics claimed that it was manufactured,
unbelievable, and with one-dimensional characters constrained by an unbelievable script, but the
audience is always right!

How can this move markets when 95% of people believe that a default cannot happen? Even those
who think that it could happen don’t believe that it is likely. Yet, markets moved on a series of
headlines, including the ever popular “the meeting ended abruptly in disagreement” followed by “they
are heading back to the table”.

Who out there wasn’t gripped by the tale? The “behind the scenes” end of season reveal should be
exciting. Just imagine senior political officials huddled in an office, apparently discussing the fate of the
nation’s debt, but in reality are all logged into their trading accounts to make sure that they buy or sell
ahead of the news. Ok, I'm sure that the last part didn’t happen, but it is kind of funny (in a sad way)
to think about, as insider trading isn’t prohibited in any way on the hill and the headlines, especially
late in the week, seemed to be perfect for triggering buy programs and later a sell program or two.

In any case, the debt ceiling continues to take up a lot of focus for markets. Probably far too much
focus as default seems unlikely, and despite the “world is ending” arguments, | don’t see a default (that
is cured within a few days or a week) as being devastating. Longer-term maybe, but I'd likely buy any
“default dip”.

In the meantime, the S&P (up 1.7%) and Nasdaq (up 3.0%) posted strong weeks even as rates rose
rather significantly. | didn’t believe that we would see much of a “debt ceiling resolved” bounce since |
don’t think that many have been shorting against the debt ceiling specifically.

Next Week

Last week, Academy was a lead manager on Bank of NY’s 3NC2 bonds. Always exciting for Academy
when we get selected for such a senior role. | spent much of the week away from the screens, as we
travelled from Peoria to Kiawah and then on to DC and Virginia. | got to spend time with several of
our generals and admirals and look forward to doing a more geopolitical slanted macro piece early next
week. China was front and center, as was the dollar, but more on that on Tuesday.

On Tuesday we get NVDA earnings. The stock is up over 110% year-to-date and is a focal point for the
Al theme. When looking at markets for the past month (S&P up 1.4% and Nasdaq up 4.9%), I'm pretty
sure that if you pull the “Al themed stocks” out of the S&P 500 it would have been negative. Al is the
growth story and undoubtedly is changing the world. Everyone is examining Al and thinking about not
just how to use it, but how to keep their jobs relevant in an Al driven world. I'm fully on board with
that, but have valuations gotten ahead of themselves? Is Al really big enough (and soon enough) to
prop up the entire market? However, | can see the rationale and could be convinced that there is a lot
more to come. On the other hand, I’'m old enough to remember the “metaverse” (and that rally) and a
time when companies that were changing their names to include “blockchain” saw significant pops.
Everything about the Al story seems much bigger than either of those examples, but the market seems
to have a habit of getting ahead of itself. In a market where there has been so little to like (I keep seeing
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stats complaining about the lack of breadth), it is easy to gravitate to the one story that has legs. The
NVDA earnings (and call) could be the biggest market driver of any release this earnings season, which
is an accomplishment in its own right!

In between flights, checking in and out of hotel rooms, discussing geopolitics, digesting debt ceiling
headlines, and getting smarter about the Al revolution, | did think a bit about the economy. We saw
some “mixed” data last week, but nothing that changes my view that the best is behind us. Rather than
haphazardly pulling together some charts, | will go back to an old favorite — the Citi Economic Surprise
Index.
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A few weeks ago we postulated that we would see a downturn in the “surprise” index. The “surprise”
index is interesting because it is “relative”. Just because it is declining doesn’t mean that the data is
bad. It could just be that expectations got so strong that even “good” data created a negative surprise.
This time around, the data has gotten weaker, since I'm finding very few positive economists (which,
as a contrarian, scares me as I’'m definitely part of the consensus).

As the data deteriorates, forecasts will be lowered. | do think that once we make it through the debt
ceiling (which really seems like just a bad idea for a reality TV series) and the Al earnings, we will see
some economic bears get some airtime. As data disappoints, those that were looking for a downturn
in the data (and expecting a recession) will get some more attention, which should act as a headwind
for risk.

By the middle of next week, we will be back to focusing on the economy and what that means for
markets (and that won’t be supportive).

In the meantime, | just want to thank all of Academy’s customers, not just for the business and
opportunities that you provide us with, but for all of the discussions and information sharing which
makes us smarter and better able to serve you!

Thanks again! And if | sound too harsh on DC and the time spent on the debt ceiling, | actually toned
down my comments and | am pretty sure that my editors will do the same!
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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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