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While the program ended May with a small loss, there are quite a few things that are starƟng to fall into place which should allow for a 
sharp turnaround in performance.  On the surface, the US economy is strong, but there are several underlying factors that bring that thesis 
into quesƟon. 

I’ll start off with a couple of charts that support the main thesis that the US economy is slowing.  First, the CiƟbank surprise index has gone 
from sharply higher to negaƟve indicaƟng that the data is coming in weaker than expectaƟons (leŌ-hand chart).  In addiƟon, despite a large 
increase to the headline non-farm payrolls, a large amount of the increase was simply due to the Fed’s esƟmate of birth/death of new 
companies.  If you look at the number of part-Ɵme vs. full-Ɵme employees, full-Ɵme dropped sharply while part-Ɵme increased (right-hand 
chart, blue is part-Ɵme and white is full-Ɵme). 

The number of full-Ɵme workers has declined in 5 out of the past 6 months.  In addiƟon, the number of people working mulƟple jobs has 
risen by about three million since the Covid low. 

Lastly, despite the headline number beaƟng esƟmates by ~90k, the unemployment rate actually Ɵcked up by 0.1% to 4.0%.  If it Ɵcks up by 
another 0.1% next month, that may give the Fed ammuniƟon to move into a rate cuƫng cycle.   
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One of the recurring themes has been the yield curve relaƟonship.  With the relaƟve weakening of the US economy and odds increasing of 
a Fed cut to interest rates, the yield curve should start to normalize.  As you can see in the chart below, the yield curve has basically been 
in a range for almost a year.  Once the Fed embarks on a rate-cuƫng cycle, we should move into posiƟve territory with the 10yr note yield 
once again eclipsing the 2yr.  With inflaƟon falling and crude oil staying range-bound, odds are increasing that this trade could finally break 
out to the upside. 

Regarding the yen posiƟon, it is beginning to feel like I am waiƟng for Godot.  The Bank of Japan has been unserious thus far about truly 
recƟfying the fall in the yen.  They did intervene last month by buying yen and selling dollars, but the market didn’t seem to care.  The 
truth of the maƩer is that either the BOJ has to get serious about raising yields or the US economy needs to falter.  The structure of the 
trade makes it low risk/high reward.  I am going to give it a liƩle more Ɵme, but paƟence is growing thin. 

The final trade in the porƞolio is a defined risk opƟon spread in silver.  With most developed countries seemingly intent on destroying their 
store of value, the precious metals space gets more interesƟng.  In addiƟon to the “shiny pet rock” component, silver also is seeing 
industrial demand growth from the green energy sector.  With demand on the rise, the longer-term outlook for precious metals should be 
a move to higher prices.   
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