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NOTE
Slides Are for discussion and educational purposes ONLY!
Do not Trade from Any of these Charts.

The participants are not giving investment advice nor should be construed as
such

Always consult a professional investment advisor before making any
investment decisions.

The content of this slide should not be considered investment advice of any sort, nor should it be used to make investment
decisions. Use of this slide is considered to be your explicit acceptance of the Disclosure Statement and the Terms of Use
found on the last page of this document.



T APANESE CARRYV'

“THE-:J

f CARRY o CO>
TRADE L.al |

HAT DOESIIT MBANITO TH »\wu Iili _
ERICANIEONSUNIERG




AGENDA
» THE BUILD UP TO A GLOBAL SCARE

» THE FED IS AGAIN BEHIND THE CURVE - BY 100 BPS

» A RECESSIONARY HARD LANDING?

« THE EVIDENCE IS CLEAR, BUT IGNORED

* THE LABOR DEPT. (BLS) COMES CLEAN?

* THE 4.3% UNEMPLOYMENT TRIGGERING EVENT

* WHAT IS GOING ON IN JAPAN?
* BIGGEST JAPANESE WO DAY DROP IN THIS CENTURY

* CONCLUSION

* WHAT DOES A WEAKENED CARRY TRADE MEAN?




Chart 4: 68% say "soft landing," 18% "no landing," 11% "hard landing"
What is the most likely outcome for the global economy in the next 12 months?

100% mNolanding ® Softlanding = Hard landing

90% T% 1%
XTT
70%
60%
50%
40%
30%
20% 0
10% S R
0% - : 5% 7% 6% 7%
o

DD
& F

Source: BofA Global Fund Manager Survey



Chart 5: US growth expectations at 7-month low
Net % FMS expecting a stronger US economy over the next 12 months
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Nasty Surprises Are Nothing New
US economic data had been disappointing for a while

I Citi US Economic Surprise Index
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EXPECTATIONS

"NO LANDING" - UNEMP < 4.0%, GDP > 1.5%
Mew Highs in Mag-7
Bonds Drop - Yields Up
Dollar Strong

"SOFT LANDING" - UNEMP = 4.0%, GDP < 1,0%
Rotation From Mag-7 to Russel 2000
Bonds Strengthen - Yields Weaken
Dollar Weakens

"HARD LANDING" - UNEMP = 4.6%, GDP < 0.0%
Risk Off - Equity Selling
Bond Strength - Yields Drop
Dollar Drops
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FLOWS

BUBBLE
Equities: 5th largest inflow ever (347.7bn);
US equities: 4th largest inflow ever ($44.8bn);
Tech: 3rd weekly inflow, largest in 4 weeks ($2.4hn);
Financials: largest inflow since Nov'23 ($1.3bn);

BREADTH TRAILING

LEADING
BONDS
Gold: largest inflow since Mar'22 ($1.8hbn);
Bonds: 8th largest inflow ever, biggest since Oct'20 ($21.6bn);
Treasuries: 11th weekly inflow, longest streak since Nov'23 ($5.0bn);
IG bonds: 38th weekly inflow ($9.1bn - Chart 9);
HY bonds: largest inflow since Nov'23 ($4.4bn);
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Frobability of Recession Calculated from the Yield Curve

— Probability of recession — Fofecasl

o NEARLY 60% PROBABILITY OF RECESSION

WITHIN 12 MONTHS
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**YIELD CURVES STEEPEN ONCE REGESSIONS BEGIN
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Relative total return. Shaded area: US recessions
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Non-Encouraging Payrolls
Friday's US employment data was undeniably discouraging

Unemployment Rate Change in Non-Farm Payrolls
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Source: Bloomberg Bloomberg Opinion




Trigger Warning
The latest rise in unemployment implies a US recession is underway

@ Sahm Rule Recession Indicator

Recession Trigger
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Thud
Rate cut expectations turned around in three days

/" Cuts Expected, April 30 / Cuts Expected, July 30 / Cuts Expected, Aug. 2
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2Y YIELD - FED FUNDS RATE
Monthly
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Volatility Is Back
Impled vol in the main US indexes is its highest since last year's banks crisis

VIX Index (S&P 500) VXN Index (Nasdaq-100)

Source: Bloomberg Bloomberg Opinion
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THE INDEPENDENT VOICE IN ASIA

Nikkei plunges by 12% as it
registers largest-ever point
fall

BY ELIZABETH BEATTIE

The drop exceeds the point fall recorded
Oct. 20, 1987, the day after Black Monday in
New York.

MORE COVERAGE

Nikkei biggest 2-day drop in

board member said in June hiStOIy

e Up rates before it’s 'too late, one BOJ policy
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Unhedged. Lyeryone calm down Japanese stocks suffer worst day since 1987 as

Fed under fire as slowing jobs market fans fears glObal rout intensifies

of recession




Who Needs Yield Curve Control?
JGB yields have just had their biggest 2-day drop this century

W 10-Year JGB, 2-Day Yield Change
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It's Not All the BOJ's Fault

e surge into Japanese bonds came long after its Wednesday announcement
~MJGB 1.1 06/20/34 #375 - Bid Yield MClose on 07/24 ---- 1.081

Jul 2024 Aug 2024
Source: Bloomberg Bloomberg @




Bad News for Mrs. Watanabe
Japanese investors in foreign stocks have suddenly sustained sharp losses

/" FTSE All-World Excluding Japan Index (in Yen Terms)
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Reminder: where do Japan's profits come from ?

High Global Earnings Dependency

% ot listed companies™ corporate earnings by region — last data point Apr-Jun 2024

Asia exChina
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Superpeso No More
Mexico's currency has suddenly hit a 19-month low versus the dollar

/" Mexican Peso/US Dollar

Jan
2023

Source: Bloomberg Bloomberg Opinion
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ADMINISTRATIONS CHANGE - BUT THE PRINTING NEVER DOES ....

DON'T WORRY, THEY WILL PRINT THE MONEY!
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