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There?s a lot to suggest that this is still a very fragile recovery despite the fact it
continues to look resilient on the surface. -State Street CIO Lori Heinel

While most Wall Street economists have backed down their forecast for Fed Fund rate cuts from
six to two, State Street remains very aggressive. They believe the Fed will cut rates by 50bps at the
June meeting and cut another full percent before the end of the year. Per a Bloomberg article
summarizing State Steet's bold prediction, they have three reasons to buck the consensus. First,
as Lori notes, economic data is strong but very inconsistent. For instance, today's Tweet of the Day
shows that FHA delinquencies due to unemployment are higher than 2008 levels, contradictory to
robust jobs data from the BLS. But then again, so is the notion that part-time jobs are increasing
rapidly while full-time employment declines.

State Street also believes that even with inflation running higher than normal, the current level of
Fed Funds is too restrictive. As we share below, real Fed Funds are 2% above inflation, which is by
far the most restrictive policy we have seen in fifteen years. Lastly, State Street believes the Fed
does not want its actions to be seen as politically motivated. Per the article: "Obviously, the Fed will
say they are not political, but there will be a lot of scrutiny, and they won?t want to be active in that
window right around the election."
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What To Watch Today
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Earnings

Fiscal Quarter Consensus EPS* Last Year's Report Last Year's

Time Symbol Company Name Market Cap~ Ending Forecast # Of Ests Date EPS+
] DAL Delta Air Lines, Inc. $29,631,496,577 Mar/2024 $0.36 9 4/13/2023 $0.25
Economy
Time Event Impact Actual L)e‘.'o Consensus Previous
WEDNESDAY, APRIL 10

11:00 BEUSD MBA Mortgage Applications(Apr 5) - - - -0.6%
12:30 MEUSD Consumer Price Index (MoM)(Mar) ] 0.3% 0.4%
12:30 MEUSD Consumer Price Index (YaY)(Mar) ] 3.4% 3.2%
12:30 MEUSD Consumer Price Index Core s.a(Mar) - 315.57
12:30 MEUSD Consumer Price Index ex Food & Energy (MoM)(Mar) ] 0.3% 0.4%
12:30 MEUUSD Consumer Price Index ex Food & Energy (YoY)(Mar) ] 3.7% 3.8%
12:30 MEUSD Consumer Price Index n.s.a (MoM)(Mar) - - 312.098 310.326
12:45 MEUSD Fed's Bowman speech

14:00 MEUSD Wholesale Inventories(Feb) - - 0.5% 0.5%
14:05 MEUSD RealClearMarkets/TIPP Economic Optimism (MoM)(Apr) 43.2 -0.34 44.2 43.5
14:30 MEUSD EIA Crude Oil Stocks Change(Apr 5) - - 2.415M 3.21M
16:45 MEUSD Fed's Goolsbee speech

17:00 MEUSD 10-Year Note Auction - - - 4.166%
18:00 MEUSD FOMC Minutes ]

Market Trading Update

As discussed yesterday, the break of the 20-DMA from last week remains a significant crack in the
market's bullish armor. On Friday and Monday, the market regained that previous support level.
However, as noted in Monday's morning brief:

"We are specifically looking at where the market closes for the week. The break of
support on Thursday is important, and regardless of what happens intra-week, if the
market closes below Thursday?s close, the break of support will be confirmed. We give
the market time to reduce the ?whipsaw effect? of daily market moves. "

Yesterday, the market again broke below the 20-DMA, although it recovered by the end of the day.
The loss of momentum is notable and suggests that weakness is spreading. But, as we discussed,
we are waiting to see where we close trading for this week before making any specific strategy
changes.

It is worth noting that the Chaikin Money Flow index has turned negative, which is consistent with
weaker market performance. Notably, the bullish trend remains intact, and bullish sentiment
remains elevated. However, as noted, there are visible cracks in performance that are worth noting.
We have previously recommended hedging risk accordingly, and that mandate is becoming more
pressing. Today's "inflation report” could add another layer of risk to market dynamics.
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The most important things you

NFIB Declines And Is At Odds With GDP And Employment Data

For the seventh time in the last eight months, the NFIB small business survey has declined. The
survey index now sits at 12-year lows. Further, it is now lower than at the trough of the Pandemic
economic shutdown. There are a few areas of particular concern within the report. First, those
businesses reporting higher selling prices rose moderately back to levels last seen in October. The
second graph shows a robust correlation between the NFIB selling prices gauge and CPI. The
second is that those expecting higher sales declined to new lows. We find it odd that small
business firms plan on raising prices as expected sales are falling.

The third graph shows that hiring intentions continue to fall. This index has a solid three-month
leading correlation with payrolls. Small businesses account for nearly 50% of private sector
workers and about 45% of GDP. Accordingly, this latest round of small business data does not jibe
with the strong employment and GDP trends but does give credence to State Street's concern
about weak data lurking underneath the surface.
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Chick-fil-A Takes The Crown

Chick-fil-A just announced that its average sales per restaurant for 2023 was $9.3M. That number
is exceptionally high compared to its competition. The graph below shows that Chick-fil-A's revenue
per store is more than double that of all its competitors except Raising Canes. Unfortunately,
Chick-fil-A is a private company, so investors can not take advantage of its significant productivity
advantage.
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Tweet of the Day

Michael Green &
y @profplum9g
Yet another data point that just doesn't fit the narrative. When looked at
by the sub point "New Delinquencies Due to Unemployment" we've also
set a new record. Think about that for a moment... theoretically low

unemployment and surging delinquencies due to unemployment?
"Confusing"
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?Want to have better long-term success in managing your portfolio? Here are our 15-trading rules
for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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