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I cannot remember a time when I’ve had so many interesting discussions with so many smart people
where there is so little overall agreement. We all agree on some things and are in complete
disagreement on other things. That in itself is unusual, as narratives are generally more coherent and
consistent than that. Even stranger is that what we agree and disagree on is all over the map. It’s like
a bad Rorschach Test.
Not only am I trying to refine and update my view (as well as second guess myself on all of my views),
but I’m also really trying to figure out how so many people that I respect and listen to are so all over
the map.
Which brings me to the “Town Car vs NYC Cab” analogy.

Town Car vs NYC Cab
When you order a town car (or even an upscale Uber), you have certain expectations. Timely arrival.
Probably clean. Air conditioned. Likely a fast (they are paid by the trip), but reasonably smooth ride.
When you get into a NYC cab, you hope for clean, but know there may only be a slight chance of that.
If it is a hot day and the windows are up, you have at least the possibility of air conditioning (I would
avoid taxis with rolled down windows on hot days, because there is almost no good explanation for
that, and lots of bad ones).
From there, it is all about the ride, but more often than not, you are going to get some version of hit
the gas, slam the brakes, hit the gas, swerve, brake hard, pedal to the metal, jerk the wheel, brake hard,
swear at pedestrians, gas it into a yellow light, only to decide at the last minute to come to a screeching
halt. It isn’t as bad as the occasional time you get a driver who uses both feet, but it’s pretty bad and
pretty standard.
Right now, there are those of us who are analyzing the economy as though it is a town car and others
who are viewing it as a NYC cab ride.
I don’t know which one is correct. I’m in the NYC cab camp, but it is important to understand what this
analogy means for analysts and their outlooks.
•

Models, rate of change, historical comparisons.
o For those sitting in the town car, models are extremely valid. Rates of change follow
patterns and the data is expected to be “smooth” over time. There is a lot that can be
learned from history since the same models, smoothness, and reaction functions exist.
This can range from outlooks on jobs (optimistic), inflation (fears about the ability to
lower it), and recession odds.
o NYC cab riders are lurching about. The ability to get large jumps and rapid directional
changes is part of the thought process. Record drops in NY State manufacturing aren’t
surprising. Ongoing strength in jobs is surprising. Inflation could jump to 10% or we could
be discussing deflation by the end of the year (I’m more concerned about this than I am
about runaway inflation). History isn’t as applicable because the starting conditions have
never been like this. Massive stimulus, supply shocks, etc., don’t lend themselves well to
following historical patterns. We’ve never had significant QT and that is about to start.
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•

Past actions have worked versus past actions keep priming the pump.
o Some of this is redundant with the prior bullet point, but those riding in the town car
tend to believe that prior policy was largely good. It promotes a faith in policy, which
does make it easier to lean on traditional models and historical examples.
o Those of us stuck in NYC cab mode see us lurching from one crisis to the next. We put
on the gas, slam on the brakes, and hope for the best. For some, this balances out, and
we get to the destination in one piece and in a timely fashion. For others, we can’t help
but see a series of crises, where each “new” crisis follows the prior “crisis” more closely.
The cycles of highs and lows are accelerating. We are basically cringing in the back seat
waiting for the brakes to fail, for a tire to pop when it hits a curb, or to rear-end someone
and be stuck dealing with that mess (probably too pessimistic, but it does appeal to me).

•

Continuous versus dislocated. Differential versus non-differential.
o This is more at the extreme of both sides, but are there “triggers” that once pulled,
cannot easily be fixed? Do economies and people behave in smooth, continuous
patterns, which can be adjusted easily? Or are they lurching about, creating the risk of
something altering course so much that it is difficult to get back to “normal”? The U.S.
blocking Russia’s Central Bank from accessing their dollars may have been a necessary
step in what we were doing to attempt to hurt Russia, but I don’t think any country that
doesn’t behave like we would want them to will forget that action. It changes things in
a way that makes it difficult to go back. If everything continues, we can nudge things
along and correct things sooner rather than later. If things have the ability to “jump” and
be dislocated, the effects of policy mistakes are that much greater and more difficult to
fix. I think the time it took for the last stimulus bill to get approved was problematic –
had it been done in February 2020, it made sense, but by the time it got passed, the
“problems” it was fixing had largely dissipated.

Once I started thinking about it from this perspective, the arguments started making a lot more sense.
It has become much easier for me to start to understand the views more clearly. I don’t necessarily
agree with others (nor they with me), but at least I’m seeing how we might be getting there within our
own logical frameworks.
•

Town car strategists will have smoother data and expect longer cycles. Policy will tend to work
as expected in their models. Surprises are rare and are more “one-off” than indicative of anything
major occurring.

•

NYC cab strategists are looking for faster shifts in the data. U-turns are possible. Traditional
policies don’t work as smoothly as projected, and unusual policies (like QT) create unexpected
problems.

I know I’ve drifted into the NYC cab side of the spectrum (anyone who has driven with me would probably
agree that this is both figurative and literal). That concerns me and I may have to re-think that, but I’m
stuck on a few things:
•

Wealth destruction, especially in crypto and disruptive companies, is going to hit the economy

August 18, 2022

2

!

Macro Strategy

Peter Tchir

Town Car vs NYC Cab Strategists
faster than “traditional” models predict because these things didn’t exist in prior times. Add in
the evidence of a slowing housing market and we have a negative wealth effect that I think is
unlike others we’ve seen.
•

Inventory build. I see inventory build as sowing the seeds for deflation. Not only will pricing
power diminish, but manufacturing will slow. Chinese exports have slowed and I’m told by some
that it is because of production problems. For me, it seems to fit the narrative that we’ve
overbought and need to cut back, so manufacturing (globally) will be hurt. This inventory build
is occurring in the midst of wealth destruction and rate hikes. However, maybe I’m too negative
on this and things will take much longer to play out than I suspect.

•

Monetary Policy Fixes Everything. This probably scares me the most. It is one reason why (for
the past few weeks) I’ve been advocating for buying puts and calls because it has become
accepted wisdom. The “bad news” is “good” can only last so long (I think). When you go back to
the GFC, monetary policy was quick to respond, yet it didn’t stop the overall decline in markets
until almost two years after the policies were enacted. Yes, there were some strong rallies
between the summer of 2007 and 2009, but it took a long time to bottom. Yes, the central
bankers have learned to act faster and more aggressively (like they did when COVID hit), which
is good, but is it sufficient?

Bottom Line
I have no idea which side is right, but I’ve found that since I started to think about people as being in
town cars vs NYC cabs, I’m having a better time understanding their views, which is a big step towards
making me smarter and understanding all the possible scenarios better.
In the meantime, may all your cabs, Ubers, and Lyfts be clean, air-conditioned, and with safe drivers!
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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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