
P E R S O N A L  S T A K E S

Personal Stakes

W E E K L Y  M A C R O  R E P O R T

Monday, April 06, 2026

INFLATION SHOCK • 32.7%

Regime Call

C U R R E N T  R E G I M E

Inflation Shock (32.7%)

Runner-up: Overheating (25.5%)

Confidence: Moderate (clarity 0.36, fit 0.51, market 0.6)

The model assigns the highest probability to Inflation Shock, with the

runner-up regime trailing by a wide margin. That gap matters more

than the absolute probability. When the spread between first and

second place is substantial, the model is telling you the data speaks

clearly. The confidence metrics back that up: strong regime clarity and

solid model fit combine with mixed market signals to produce an overall

confidence level that sits comfortably in the high range. Markets are

pricing some of this story, disagreeing with other parts, but the macro

fundamentals aren't ambiguous.

Inflation Shock means the economy faces persistent price pressure

without corresponding growth strength. You get the bad parts of

overheating (rising costs) without the good parts (strong employment,

robust demand). The geopolitical shock axis drives much of this



reading, but inflation momentum has now shifted to surging even as the

absolute level pulled back slightly this week. That divergence between

level and momentum tells you the pressure is building, not dissipating.

Financial conditions eased from restrictive to neutral territory this

week, which would normally help, but when inflation momentum is

surging and growth is merely stable, easier financial conditions just add

fuel without improving the underlying growth picture.

Regime Probabilities

Convergence: aligned

The layer structure reveals where the economy is heading versus where

it's been. Inflation Shock dominates both the leading and lagging

layers, which is rare. Usually you see divergence: leading indicators

pointing one direction while lagging data confirms the old regime.

When both layers agree, it means the transition is complete and the

trend is entrenched. Overheating runs a distant second in both layers,

picking up the growth momentum that stabilized this week but unable

to overcome the inflation and geopolitical signals. Cooling and Soft

Landing cluster together in third, each holding about a fifth of the

probability space, representing the possibility that inflation moderates

faster than currently visible in the data.

REGIME COMBINED LEADING LAGGING WEEK Δ

Inflation Shock 32.7% 32.6% 32.6% 0.0

Overheating 25.5% 30.6% 18.3% +1.1

Soft Landing 20.4% 18.5% 23.3% +0.1

Cooling 20.1% 17.2% 24.4% -1.2

Contraction 1.3% 1.2% 1.4% 0.0



The combined scores show no meaningful tension between what's

coming and what just happened. Leading and lagging layers aren't

pulling in opposite directions. That convergence is what drives the high

confidence reading. When the model's forward-looking and backward-

looking components both point the same direction, regime shifts

become unlikely without a major catalyst. Contraction remains a

rounding error across all layers because growth, while slowing, isn't

collapsing. The employment data shows fragmentation and volatility,

but not the kind of broad-based deterioration that would elevate

recession probability.

What you don't see is meaningful movement in the layer splits week

over week. Inflation Shock holds its position in both the leading and

lagging components, Overheating picked up slightly in the leading layer

as growth momentum stabilized, and the other regimes shuffled around

the edges. That stability in layer structure, combined with the strong

agreement between layers, is what makes the regime call sticky.

Changing this picture requires changing multiple axes simultaneously,

which typically happens only during major economic inflections or

policy shifts.

90-Day Regime History



Inflation Shock took the lead in mid-February and has held it ever

since, building its margin gradually rather than spiking suddenly. The

transition wasn't a sharp regime break but a steady accumulation of

confirming evidence over multiple weeks. Before that, Overheating led

briefly, and prior to that you had genuine competition between Soft

Landing and the heating scenarios. The shape of the curve shows a

persistent climb with wobbles but no reversals. Each week adds a bit

more probability to Inflation Shock, each week shaves a bit from the

alternatives.

The persistence is the story. When a regime takes the lead and holds it

for two months without serious challenges from the runner-up, you're

watching a durable economic state, not a temporary fluctuation. The

probability curve doesn't oscillate, it grinds higher. That grinding

pattern typically reflects structural forces (geopolitical shocks, supply

disruptions, policy stances) rather than cyclical volatility. Cyclical

moves tend to spike and fade. Structural moves accumulate.

The pace of the transition was moderate, not extreme. This isn't a

crisis-driven regime flip where probabilities swing by double digits in a

week. Instead, the data accumulated steadily: inflation holding above

trend despite growth slowing, geopolitical risks staying elevated,

financial conditions tightening then easing but never resolving the

underlying price pressure. The history shows a system adapting to a

new equilibrium, not panicking into one. That measured pace is also

why the confidence level can stay high without requiring extreme

readings in any single axis. The regime isn't being driven by one

screaming data point. It's being confirmed by multiple indicators

moving in the same direction over multiple months.



US Internals: The Four Axes

Growth

Growth sits in slowing territory, which is exactly where you'd expect

when employment alternates between expansion and contraction for

eleven consecutive months and businesses respond to rising costs by

cutting staff rather than expanding capacity. The score itself captures

an economy losing momentum without falling into recession. Services

activity remains positive but moderating, manufacturing still hovers

near neutral, and the labor market fragments rather than strengthens

AXIS SCORE STATE MOMENTUM

INFLATION

SHOCK

CENTROID

VS

CENTROID

WEEK

Δ

Growth 44.8 slowing
51

(stable)
48.7 -3.9 +1.0

Inflation 51.0 sticky
76

(surging)
77.2 -26.2 -2.4

Financial

Conditions
52.6 neutral

76

(surging)
56.9 -4.3 -3.2

Geopolitical

Shock
72.1 elevated

100

(surging)
61.5 +10.6 +0.9



broadly. That fragmentation shows up in the alternating monthly jobs

pattern: not weak enough to panic, not strong enough to sustain.

The momentum shift from declining to stable this week matters more

than the slight uptick in the level. Momentum turning stable means the

rate of deterioration has paused. You're no longer getting worse at an

accelerating pace. Whether that pause represents a floor or just a

breather depends on what happens to the cost pressures showing up in

the other axes. If services inflation keeps surging while businesses keep

cutting employment to preserve margins, that stable momentum won't

last. If costs moderate, you might actually see growth momentum turn

positive. Right now, the reading says the bleeding has slowed but not

stopped.

What moves this axis is employment trends, activity surveys, and

consumer spending patterns. The ISM employment component

cratering to the low forties pulls the score lower. New orders staying

elevated in services keeps it from falling further. The tension between

demand signals and hiring signals defines the current reading.

Businesses see orders but won't staff up to meet them because they

can't predict their cost structure three months out. That's not a growth-

friendly environment, but it's also not a recession signal. It's limbo,

which is what the slowing label captures.

Inflation

The inflation axis dropped in level this week but momentum shifted to

surging, which is the worst possible combination. A lower score

suggests some near-term relief in the absolute numbers, probably from

base effects or a brief pause in one component. But surging momentum

means the direction of travel just accelerated sharply upward. When

momentum surges while the level falls, you're looking at a setup where

next month's numbers are going to be ugly. The level is backward-

looking, the momentum is forward-looking, and right now momentum is

screaming.



The surge in momentum comes directly from the services inflation

explosion visible in the ISM prices paid component and the ongoing

energy cost pressure from geopolitical disruption. Core PCE still sits

above trend, wage growth came in lower but not low enough to offset

services cost spikes, and gasoline prices keep climbing. The score

captures an inflation picture that looks sticky at best when you squint

at the current data but looks accelerating when you think about what's

coming. Services businesses facing a massive monthly jump in input

costs don't absorb that. They pass it through with a lag.

What would move this axis back toward neutral? You'd need energy

prices to stabilize or fall, which requires geopolitical resolution that

isn't visible yet. You'd need services inflation to reverse course, which

won't happen while energy and labor costs remain elevated. Or you'd

need demand destruction severe enough to prevent passthrough, which

would tank the growth axis and likely flip you toward Contraction. None

of those paths look imminent. The inflation axis is telling you the

pressure is building and the release valve isn't in sight.

Financial Conditions

Financial conditions flipped from restrictive to neutral this week,

moving from the mid-fifties to the low fifties, while momentum jumped

to surging. That state change is significant because it removes one

potential brake on inflation. When conditions were restrictive, higher

borrowing costs and tighter credit availability acted as a natural

dampener on demand. Now that they've eased into neutral territory,

that restraint is gone. The momentum going to surging means the

easing is accelerating, not stabilizing. You're watching financial

conditions loosen at exactly the wrong time from an inflation-fighting

perspective.

The mechanics driving this shift involve credit spreads, equity volatility,

and funding costs. High-yield spreads were confirming the regime last

week and stopped this week, suggesting corporate credit markets



eased despite the macro picture deteriorating. Equity markets exited

oversold territory and posted five consecutive days of positive breadth,

which tends to ease financial condition indexes even when the

fundamental outlook hasn't improved. The VIX collapsed back toward

complacency after spiking during the geopolitical escalation. All of

these moves push the financial conditions score lower, which in this

index design means easier, which in this macro environment means less

helpful.

This is the home section for the Fed's dilemma, which is acute right

now. Financial conditions easing while inflation momentum surges puts

the central bank in an impossible position. They want tighter conditions

to fight inflation, but markets are loosening them anyway. The Fed can

hike rates or talk tougher, but if credit spreads narrow and equity

volatility falls because investors think geopolitical risk is fading or the

worst is priced in, financial conditions ease regardless of what the Fed

says. The momentum going to surging suggests this easing trend is

accelerating. Unless something breaks in markets or the Fed surprises

with aggressive tightening, this axis is moving in the wrong direction

for inflation control.

Geopolitical Shock

The geopolitical shock axis sits in elevated territory and has been there

for weeks, with momentum pinned at surging for the entire period. The

level wobbled slightly this week, down a touch from the prior reading

but still well above the threshold for elevated risk. What matters is that

momentum maxed out and stayed maxed out. When geopolitical

momentum hits the ceiling and doesn't come down, you're not looking

at a temporary flare-up. You're looking at a sustained crisis state.

The score captures the ongoing Strait of Hormuz disruption, the shift

from military strikes to infrastructure targeting, and the complete

absence of a credible diplomatic path toward resolution. Iran's ten-

clause framework demanding permanent war termination and sanctions



relief while the U.S. pursues systematic economic destruction means

there's no middle ground in sight. Israel bombing petrochemical

facilities to eliminate revenue sources rather than military targets

signals a strategy designed to last months or years, not weeks. China

reserving forty days of Pacific airspace while the West focuses on the

Middle East adds a second geopolitical pressure point that the axis

aggregates into the overall reading.

What moves this axis is the evolution of conflict strategy and the

market's assessment of resolution probability. The shift to

infrastructure targeting raised the score earlier. The extended airspace

reservations kept it elevated. What would lower it? Actual diplomatic

progress, not just talks. Hormuz reopening to commercial traffic under

an enforceable framework. Chinese military operations ending on

schedule without establishing new facts on the ground. None of those

developments are visible yet. The axis stays elevated because the

situation stays unresolved and the momentum stays surging because

each week brings escalation, not de-escalation.

Key Drivers

C O N F I R M I N G

crude oil sharply higher

core PCE at 3.1% YoY, well above trend

gasoline prices well above trend

D I S C O N F I R M I N G

core CPI at 2.5% YoY, well below trend

wage growth at 3.5% YoY, sharply lower

• 

• 

• 

• 

• 



The confirming signals all point to sustained price pressure: core PCE

well above trend, crude oil sharply higher, gasoline prices well above

trend. These aren't marginal readings, they're unambiguous directional

indicators that align perfectly with the Inflation Shock regime. The

disconfirming signals are fewer and weaker: wage growth came in

sharply lower and core CPI sits well below trend. Those wage and core

CPI numbers would normally matter a lot, but they're being

overwhelmed by the energy and services inflation surge. When gasoline

is up by double digits and services input costs spike by the most in over

a decade, wage growth moderating doesn't offset the overall inflation

picture. It just means workers are falling behind.

The tension between confirming and disconfirming drivers is minimal

right now, which is unusual. Typically you see more balance, with

strong evidence on both sides creating uncertainty about which regime

dominates. This week, the disconfirming signals are either lagging

indicators (core CPI measuring past inflation) or indicators being

swamped by larger forces (wage growth can't offset energy-driven cost

spikes). For the disconfirming signals to become decisive, you'd need

energy prices to collapse, services inflation to reverse course, or

demand to weaken so much that businesses can't pass through costs.

The wage growth moderation is a start, but it's not enough by itself.

Core CPI running below trend matters only if it stays there while

energy moderates, which isn't the current trajectory given surging

inflation momentum.

Week in Review

W E E K  S U M M A R Y  ( V S  2 0 2 6 - 0 3 - 3 0 )

REGIME PRIOR CURRENT Δ

Inflation Shock 32.7% 32.7% 0.0



Financial conditions flipped from restrictive to neutral this week,

moving from the high fifties to the low fifties. The trigger was

Thursday's convergence of multiple easing signals: equity markets

exited oversold territory for the first time since early March, high-yield

credit spreads stopped confirming regime pressure, and the VIX

collapsed despite ongoing geopolitical escalation. The shift happened

even as inflation momentum surged to the highest level and services

input costs posted their largest monthly jump since 2012. Markets

decided to ease conditions at exactly the wrong moment from a macro

perspective.

Inflation momentum jumped from rising to surging on Thursday, the

same day growth momentum shifted from declining to stable. That

combination captures the week's core tension: the economy stopped

getting worse on the growth side while simultaneously accelerating on

the inflation side. Thursday's ISM Services report delivered the

REGIME PRIOR CURRENT Δ

Overheating 24.4% 25.5% +1.1

Soft Landing 20.3% 20.4% +0.1

Cooling 21.3% 20.1% -1.2

Contraction 1.3% 1.3% 0.0

AXIS PRIOR CURRENT Δ STATE

Growth 43.8 44.8 +1.0 slowing

Inflation 53.4 51.0 -2.4 sticky

Fin Cond 55.8 52.6 -3.2 neutral

Geo Shock 71.2 72.1 +0.9 elevated



catalyst, with prices paid spiking while employment collapsed and new

orders stayed strong. Inflation fell modestly in level terms earlier in the

week, down from the mid-fifties to just above fifty, which looked like

relief until Thursday's momentum shift revealed that the level move

was backward-looking and the real action was in the acceleration.

Monday saw financial conditions ease further and geopolitical shock

pull back slightly as markets briefly convinced themselves that Israel's

infrastructure strikes might force diplomatic progress rather than

prolonged economic warfare.

The regime probabilities barely moved, which is itself the story.

Inflation Shock held steady while Cooling dropped over a full point,

Overheating picked up about a point, and Soft Landing stayed

essentially flat. When financial conditions ease by three points, inflation

momentum surges, and growth stabilizes, you'd normally expect larger

regime shifts. The stability reflects how entrenched the current reading

has become. The leading and lagging layers both point the same

direction, the confirming drivers dominate the disconfirming ones, and

the geopolitical shock axis stays pinned in elevated territory with

surging momentum. That entrenchment is visible in what didn't

change: geopolitical momentum stayed maxed out all week despite the

level wobbling, wage growth dropping into disconfirming territory

didn't flip the overall driver balance, and market conditions easing

didn't pull Soft Landing probabilities higher.

Next week's inflection point is Tuesday's CPI release. If core CPI stays

well below trend while services inflation surges, it confirms a

divergence between goods and services that the headline number

might mask. If headline CPI jumps because energy and services offset

goods disinflation, it validates the surging inflation momentum signal

and likely pushes the Inflation Shock probability higher. The other

variable is whether financial conditions keep easing or reverse course.

Five consecutive days of positive equity breadth and collapsing

volatility can't continue indefinitely while geopolitical infrastructure

targeting expands and services costs spike. Either markets wake up to



the inflation acceleration, which tightens conditions and helps the Fed,

or they stay complacent, which keeps conditions neutral and makes the

inflation problem worse. The momentum readings suggest acceleration

in both inflation and financial easing, which is the combination that

historically forces central bank intervention.

Market Confirmation

Markets are mostly playing along. The confirming bucket includes

Treasuries (selling off as inflation expectations rise), the dollar (bid on

safe-haven flows and rate expectations), credit spreads (widening as

uncertainty builds), and equities (under pressure from the combination

of higher rates and margin compression). These assets are doing

exactly what Inflation Shock historically delivers: higher yields,

defensive currency strength, risk asset weakness, and credit repricing.

Gold is the standout divergence, failing to catch a bid despite the

textbook setup for precious metals strength. In prior Inflation Shock

episodes, gold rallied as both an inflation hedge and a geopolitical safe

haven. This time the dollar is crowding it out. When you get

simultaneous geopolitical tension and U.S. rate expectations rising, the

dollar wins the safe-haven competition because it pays yield and gold

doesn't. The mechanical force is simple: real rates aren't falling fast

enough to make zero-yielding assets attractive, and international flows

are choosing dollar duration over metal. Oil is tracking the geopolitical

shock component perfectly, which keeps it in the confirming camp even

though energy-driven inflation is what's causing the regime call in the

first place. That's not a divergence, that's the transmission mechanism

working exactly as modeled.



Asset Playbook

Your 60/40 portfolio is getting hit from both sides. Equities face a

pressured stance as margins compress and rate expectations rise.

Bonds also sit in pressured territory because inflation momentum just

shifted to surging, which means the duration you're holding for safety

is producing losses instead. Credit spreads are widening, the dollar is

strong but that strength comes from defensive positioning rather than

growth optimism, and gold isn't providing the offset you'd normally

expect during geopolitical shocks. Oil is the only favorable stance,

which helps precisely nobody trying to preserve wealth unless you

overweighted energy months ago.

The most surprising stance is yields remaining pressured even after the

recent selloff. Usually by the time 10-year yields climb back above four

and a quarter, the model sees enough pain priced in to shift toward

neutral. Not this time. The inflation momentum surge and the services

price explosion mean the bond market still hasn't discounted the full

path of where this goes. If an asset diverges from what you'd expect

given the regime call, that's the dollar and gold tension explained in the

prior section: mechanically, rising real rate expectations are choosing

ASSET SIGNAL

Equities Negative

Rates Yields biased higher

Credit Spreads vulnerable

Dollar USD-supportive

Gold Positive but conflicted

Oil Strongly supportive



the dollar bid over the metal bid, even though both are responding to

the same geopolitical and inflation picture.

Leading and Lagging Signal Alignment

The leading and lagging layers converged weeks ago and haven't

separated since. When the model's forward-looking indicators and

backward-looking confirmation both assign the highest probability to

the same regime, you're not watching a transition anymore. You're

watching entrenchment. The convergence happened in mid-February

when Inflation Shock took the lead in both layers simultaneously, and

the lag between initial signal and full confirmation was unusually short,

just under two weeks. That speed tells you the regime shift was driven

by a clear catalyst (the geopolitical shock that sent energy spiking)

rather than a slow accumulation of marginal data changes.



Alignment means regime stability in the near term. Changing the call

now requires changing both what's coming and what just happened,

and those don't typically move together without a major macro catalyst.

The leading layer would need to see inflation momentum reverse or

geopolitical shock dissipate, while the lagging layer would need

confirmation that services prices peaked and financial conditions

tightened enough to matter. You don't get that combination from a

single data release or a temporary diplomatic pause. You need

sustained evidence across multiple axes.

The early-warning divergence to watch is the leading layer peeling

away first. If forward-looking indicators start assigning higher

probability to Cooling or Soft Landing while the lagging layer still

confirms Inflation Shock, that's your signal that the regime is losing

momentum even if it hasn't shifted yet. Right now there's no sign of

that split. Both layers are locked in, which is why the confidence

metrics sit where they do and why the regime call carries the weight it

does. The stability isn't complacency. It's what happens when all the

model's components agree on what the economy is doing.

Empirical Asset Playbook

ETF THIS WEEK HIST. RETURN (ANN.) SHARPE DAYS

SPY +4.3% +14.9% +0.65 339

QQQ +5.4% +7.7% +0.27 339

IWM +5.3% +23.2% +0.84 339

IEF +0.1% -10.7% -1.31 339

TIP +0.4% -3.2% -0.41 339

LQD +1.0% -6.7% -0.67 339



Historical returns measured over Inflation Shock regime days in

backtest.

This week's performance delivered a messy mix that only partially

matched the regime template. Energy and commodities led, which fits

the Inflation Shock script perfectly. Bonds got hit, also expected. But

equities held up better than the historical pattern suggests they should,

with growth stocks showing relative strength despite the margin

pressure narrative. That divergence between this week's winners and

the regime's historical playbook tells you either positioning was too

defensive coming in, or markets are pricing a shorter duration for the

shock than the model expects.

The notable mismatch is in credit and international exposure, both of

which underperformed what Inflation Shock episodes typically deliver.

Emerging markets especially lagged, even though the historical returns

show them near the top of the asset class stack during this regime. The

likely explanation is dollar strength overwhelming the commodity

exposure that usually helps EM during inflation spikes. When the dollar

rallies on defensive positioning rather than growth optimism, it creates

pressures for international assets regardless of their underlying

fundamentals.

The backtest window carries meaningful limitations. Sample size for

Inflation Shock regimes is smaller than for Soft Landing or Cooling

ETF THIS WEEK HIST. RETURN (ANN.) SHARPE DAYS

HYG +1.6% +3.2% +0.31 339

GLD +3.2% -1.8% -0.10 339

XLE -3.7% +76.5% +2.28 339

VEA +5.0% +8.5% +0.39 339

VWO +3.0% -4.1% -0.17 339



because these episodes are rarer and shorter-lived. The regime

definitions isolate periods with specific macro characteristics, but every

instance differs in details like the source of the shock, the policy

response, and the global growth backdrop. This week's returns showing

partial alignment rather than perfect tracking is normal. The historical

playbook provides the central tendency, not a guarantee. What matters

is whether the divergences reflect temporary positioning or a structural

difference in how this Inflation Shock episode resolves compared to

prior ones.

Ten-Year Regime History

The visual pattern over the past decade shows Inflation Shock episodes

clustering around specific catalysts: the 2021-2022 post-pandemic

reopening, the 2018 oil spike, and brief flickers during trade war

escalations. Each prior episode lasted between six and fourteen weeks

before resolving into either Cooling (if inflation momentum broke) or

Overheating (if growth slowing enough to absorb the price pressure).

The 2022 instance is the closest parallel, driven by energy shocks and

services inflation simultaneously, and it took four months plus

aggressive Fed tightening to shift the regime.

What resolved those prior episodes was either a clear policy response

that tightened financial conditions enough to matter, or an external

catalyst that removed the supply shock. The 2022 version ended when

the Strategic Petroleum Reserve release combined with demand

destruction from rate hikes brought energy prices down. The 2018

spike resolved when trade negotiations paused and China stabilized. In

both cases, you had a visible mechanism that addressed the underlying

driver.

The structural difference this time is the lack of that resolution

mechanism. There's no strategic reserve left to tap, no quick diplomatic

off-ramp visible in the Middle East conflict, and no Fed willing to



tighten aggressively into what's already a fragile labor market. The

current episode has now matched the duration of the 2018 instance and

is approaching the 2022 timeline, but without the policy tools or

geopolitical catalysts that ended those prior regimes. That's what

makes this one stickier. The historical pattern says Inflation Shock

episodes eventually transition, but the path out usually requires either

crushing demand or removing the supply disruption. Right now neither

is happening fast enough to change the model's view.

10-Year Regime History

Long-term regime history chart rendered above. Historical context

narrative was not generated for this run.

Market Context

Weekly ETF returns as of 2026-04-06 (vs 2026-03-30).

TICKER NAME PRIOR CLOSE
CURRENT

CLOSE

WEEKLY

RETURN

QQQ Nasdaq 100 $558.28 $588.50 +5.4%

IWM Russell 2000 $239.61 $252.36 +5.3%

VEA
Developed

Markets
$62.03 $65.12 +5.0%

SPY S&P 500 $631.97 $658.93 +4.3%

GLD Gold
Positive but

conflicted
$427.65 +3.2%

VWO
Emerging

Markets
$52.42 $54.01 +3.0%



Household Impact

H O U S E H O L D  I M P A C T

Gasoline: $744/yr extra ($62/mo) at $3.99/gal

Mortgage: $205/mo extra on $400K loan at 6.3% vs 5.5%

baseline

Purchasing power: $56/yr erosion at 2.5% CPI vs 2% target

401(k): $+14,900/yr on $100K (historical Inflation Shock regime

returns)

This week: $+4,300 on $100K 401(k)

Your gas tank doesn't care about geopolitical strategy or regime

probabilities. It cares that the price you paid five weeks ago is now

obsolete. The spike from winter lows to current levels represents real

money leaving your budget every time you fill up, and the

infrastructure strikes plus stalled negotiations mean you're looking at a

floor, not a ceiling. Plan accordingly for summer driving season. 

Services inflation hitting businesses with the largest cost shock in over

a decade translates directly to your wallet over the next two to three

months. Your haircut, dental cleaning, and car maintenance all face the

TICKER NAME PRIOR CLOSE
CURRENT

CLOSE

WEEKLY

RETURN

HYG HY Corporate $78.43 $79.70 +1.6%

LQD IG Corporate $107.87 $108.95 +1.0%

TIP TIPS $110.35 $110.76 +0.4%

IEF 7-10Y Treasury $94.95 $95.01 +0.1%

XLE Energy $61.96 $59.68 -3.7%

• 

• 

• 

• 

• 



same squeeze: higher energy costs for heating, cooling, and getting

workers to show up. These businesses are already cutting staff to

preserve margins, which means longer waits and higher prices for the

same service. You can't substitute or delay most of this stuff, which is

exactly why it hurts. 

Grocery costs face the double impact of diesel prices and labor

shortages. Everything that moves by truck is about to get more

expensive, and the timing hits right as the services employment

collapse reduces household income stability. The combination of rising

costs and fragmenting job growth creates the classic stagflation

squeeze: paying more while earning less predictably. 

Your retirement account just experienced its first meaningful bounce

after weeks of declines, but the underlying drivers haven't changed.

The equity market reflects growing uncertainty about whether inflation

moderates or entrenches, which means the recent gain could reverse

quickly if next week's consumer price data confirms the services surge

is broadening beyond energy. The favorable move buys breathing room,

not safety. 

Credit availability is tightening even as benchmark rates hold steady.

Private credit funds announcing withdrawal restrictions signal that the

easy money era is over for anyone outside traditional banking

relationships. If you're planning a major purchase that requires

financing, the window for terms is closing faster than the official rates

suggest. 

Signal vs. Noise

Signal:

- Services inflation jumping by the largest monthly amount since 2012

while businesses simultaneously cut employment confirms supply-shock



propagation beyond just energy - Infrastructure warfare replacing

military strikes signals a strategic shift toward economic strangulation

with longer-lasting effects on commodity availability - Job growth

alternating between positive and negative for eleven consecutive

months indicates structural labor market fragmentation, not cyclical

weakness - Private credit withdrawal restrictions spreading across

multiple fund families points to sector-wide liquidity stress, not isolated

manager problems - China reserving Pacific airspace for an

unprecedented duration during rival distraction establishes new

operational realities, not temporary exercises 

Noise:

- Single-day equity bounces on oversold technical conditions without

fundamental catalysts - Options markets pricing minimal volatility

ahead of major policy announcements - Youth unemployment

improvements masking broader employment fragmentation - Individual

fund gate announcements treated as isolated events rather than

systemic signals - Diplomatic rhetoric without accompanying changes

in negotiating positions or military posture 

The distinction right now comes down to time horizon and reversibility.

Signals represent structural changes that take months or years to

unwind: bombed infrastructure can't be rebuilt quickly, services

businesses that cut staff won't rehire until cost visibility returns,

fragmented labor markets don't suddenly re-integrate. Noise is what

moves on hourly charts and disappears by week's end. When you're

trying to separate the two, ask whether the change requires major

capital investment, policy shifts, or behavioral adaptations to reverse. If

the answer is yes, it's signal. If it could flip on a single headline or data

print, it's noise. 



What to Watch

Iran's formal response to ceasefire framework within 48 hours.

The ten-clause structure demanding permanent war termination rather

than temporary cessation reveals whether this is a negotiation or a

stalling tactic. Any response that rejects monitoring provisions or

insists on immediate sanctions relief before security guarantees signals

extended conflict. Watch for language about Strait passage protocols

specifically, as that's where economic warfare meets energy markets

directly. Tuesday's Consumer Price Index release, particularly

core services excluding shelter. The ISM Services prices paid

explosion needs confirmation in actual consumer prices. If core services

accelerate beyond recent trends, it validates the supply-shock

propagation thesis and forces the Fed to choose between fighting

inflation and supporting growth. The previous reading bought time; this

one determines whether that time gets extended or expires. China's

Pacific operations during the reserved 40-day window ending in

mid-May. Airspace restrictions of this duration don't happen for

routine exercises. Watch for disruptions to commercial shipping lanes,

particularly routes serving Japan and South Korea. Any indication that

the restrictions expand beyond the declared zones or extend past the

stated timeline signals a permanent shift in Pacific operational norms,

not temporary posturing. Next major private credit fund

announcement of withdrawal restrictions or gate

implementations. The pattern has moved from isolated events to

sector contagion. Each new gate validates the systemic stress thesis

and accelerates the feedback loop as remaining investors rush to exit

before their fund follows. The time between announcements matters as

much as the announcements themselves. If the pace accelerates from

weekly to daily, the liquidity crisis goes critical. Diesel fuel prices

relative to crude oil spreads over the next two weeks. Refining

capacity constraints show up here first. If diesel costs spike

disproportionately to crude prices, it confirms that the supply shock is

hitting the products people actually use, not just the commodity traders



watch. Your grocery bill, your Amazon delivery, and your supply chain

all run on diesel, not crude oil futures. 

What Would Change My Mind

I think we're in the early stages of economic warfare that extends the

energy crisis indefinitely, propagating inflation through services while

growth fragments rather than collapses. A genuine diplomatic

breakthrough would require hidden progress we're not seeing.

Specifically: Iran accepting international monitoring without

comprehensive sanctions relief first, or the U.S. offering permanent

security guarantees in exchange for immediate energy flow restoration.

Neither side has shown willingness to move from their core positions,

and the infrastructure targeting suggests the strategy is economic

strangulation, not negotiating leverage. If both sides suddenly

announce a framework deal with verification timelines and phased

sanction relief, I'd need to reconsider whether the energy shock has a

defined endpoint rather than an indefinite horizon. That would deflate

the services inflation thesis within weeks as businesses regain cost

visibility. 

On inflation, I believe the services surge represents supply-shock

propagation that monetary policy can't address without breaking

demand entirely. The employment collapse happening simultaneously

with the price spike is the tell: businesses see costs they can't pass

through completely, so they cut workers instead. If next month's ISM

Services prices paid reverses sharply without energy prices falling first,

it would suggest temporary disruption rather than sustained pressure.

But the mechanism would need explaining. Services businesses don't

typically experience synchronized cost spikes that reverse quickly

unless there's a seasonal factor we missed or a data collection anomaly.

The historical pattern shows these surges persist for quarters, not



weeks. A rapid reversal would mean something structurally different is

happening in how costs transmit through service businesses, which

would be genuinely new. 

The labor market fragmentation could resolve faster than I expect if the

volatility reflects measurement issues rather than structural shifts.

Eleven consecutive months of alternating job growth has no modern

precedent, which makes me suspicious of the signal. If employment

stabilizes in either direction for three consecutive months, showing

consistent growth or consistent contraction, it would suggest the

alternating pattern was transitional noise during a sectoral shift rather

than the new normal. The challenge is that volatility itself becomes a

problem: businesses won't hire into uncertainty, which makes the

fragmentation self-reinforcing even if the underlying cause is

temporary. Breaking that pattern requires either overwhelming demand

that forces hiring despite uncertainty, or policy intervention that

reduces the cost of hiring mistakes. Neither seems imminent, but I'd

revise quickly if job growth stabilizes above trend for a full quarter

while services inflation moderates simultaneously. That combination

would indicate the economy found a path through the supply shock

without the stagflation feedback loop taking hold. 

Personal Stakes

W H Y  M A R K E T S  M O V E  ·  W H Y  I T  M A T T E R S  T O  Y O U

Model output, not investment advice. Sources: FRED, Yahoo Finance, EIA, Caldara-Iacoviello

GPR Index.
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