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Many of us know that moment of despair when, despite all your plans, practice, and work, the game
starts slipping away from you. That is the moment when you know whatever you thought was going to
happen, is not going to happen. | have had that happen in sports. It has also happened in my
professional life (market making CDX indices is about as humbling as anything | have ever done). Finally,
it has happened as a fan (try cheering for the Bills in a Super Bowl).

Now, | think that Jay Powell and the Fed are experiencing that moment!

| am wrapping up two weeks of brutal, but amazing travel. I've spent more nights in hotels in the past
two months than at home. Academy just finished our third annual Annapolis Geopolitical Summit East.
Attendance continues to grow and the interaction between our clients and our Geopolitical Intelligence
Group is phenomenal.

Next week starts with General (Ret.) Groen and | speaking at AFP on Monday (if you are going to be
there, please attend) and ends with several West Coast client meetings.

So, this will be one of the briefest weekend T-Reports of all-time, but Powell and the rates market made
that easy.

Powell spoke this week and he basically acknowledged that the game was slipping away from him.
While he doesn’t completely understand the economic signals, he realizes that the recent moves in
yields have almost nothing to do with the Fed and everything to do with fiscal policy.

The 10-year Treasury didn’t push up against 5% because of anything that the Fed said (or intends to
do). In addition, it didn’t almost breach 5% because the economic or inflation data was “so hot”. Finally,
it didn’t almost break 5% because China isn’t buying, convexity hedgers had to sell, or because being
long rates is a crowded trade. It almost pierced 5% because no one knows what D.C. is going to do, and
what we can surmise is not good!

| talked to 10 people who “should” know exactly where we are with the budget. Not only did many
seem not to know, but they didn’t seem to care that they didn’t know.

My feeling is that the Fed has joined the group of people who now realize that whatever is going on in
rates (which in turn is driving equities) is largely a function of D.C. The Fed’s game plan is not working,
and they have lost control. | asked on Wednesday if Powell would be the first Fed chair to beg D.C. to
stop fiscal stimulus. See Has DC Done the Fed’s Job for Them.

The move in rates is overdone, but the fact that the Fed has lost control of the game scares me. I'm still
bullish for the reasons listed on Wednesday (predominantly the move is overdone and things like
supply take time). Having said that, | keep going back to Revisiting Maslow, Safe Assets, and Bubbles.

| keep thinking that is a story for next year, or the year after, but | also keep thinking that the Bills will
win a Super Bowl. For now, I’'m fully committed to lower yields, which in itself is scary, as how do |
buy the dip when I’'m all in?

Will the voting for Speaker of the House be more impactful to rates than the next Fed meeting?

A few weeks ago, | would have said no, but today I’'m not so sure.
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https://academysecurities.com/wp-content/uploads/DC-Has-Done-the-Feds-Job-For-Them.pdf
https://academysecurities.com/wp-content/uploads/Revisiting-Maslow-Safe-Assets-Bubbles.pdf
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The Middle East

| stand by Wednesday’s decision to Increase the Market Risk Due to the Middle East.

From 3 days in Annapolis, a few things stand out:

e [srael will attempt to eliminate Hamas as a threat to its citizens, but that will create events that
will not go over well with those opposed to Israel.

e While the Kingdom of Saudi Arabia may want to push forward with the Abraham Accords, it is
not popular with its citizens and this war will test its commitment.

e For those who say that Hezbollah could have acted when Hamas did, our GIG as a whole
disagrees. It would have been incredibly difficult to coordinate and keep it a secret. Other proxy
groups are likely betting that despite Israel’s 360-degree vigilance, gaps might open that create
an opportunity in the future. And why escalate at the outset, when escalation as the war drags
on may be far harder for Israel to counter?

So, we continue to worry that the market is too complacent about the Middle East.

Bottom Line

The Fed is not in control of rates.

No one is in control of the events in the Middle East.

Whatever game plan we had, there is now a growing sense of unease.

Itis not all doom and gloom because markets have likely pushed too far, but we all have to think about
the world (and the U.S.) differently as the drivers are shifting rapidly.

For those of you attending AFP, we look forward to seeing you there!

We will have a series of reports detailing what we learned on subjects ranging from geopolitical, to Al,
to ESG as we regroup!
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https://academysecurities.com/advisory/macro-strategy-insights/

ACADEMY
SEGURITIES

MISSION DRIVEN Macro Strategy Peter Tchir

The Moment You Feel the Game Slipping Away from You

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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