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Michigan Survey Shows Consumer Concerns

Over the past few months, we have witnessed a decided deterioration in consumer spending. For
instance, first-quarter sales from many large retailers showed little to no growth. Economic data like
Q1 GDP and the recent retail sales report further confirm that personal consumption is slowing.
Last Friday, the University of Michigan Consumer Sentiment Survey followed suit as it was much
weaker than expected. In particular, as shown below, the University of Michigan?s current
economic conditions survey fell sharply and is not far from record lows. Current conditions are
62.5. That compares to a prior reading of 69.6. Furthermore, the expectation was for the index to
increase to 72.2. According to the University of Michigan, the average since 1951 has been 95.31.

With the boost in pandemic-related savings largely depleted, credit usage soaring, and irregular
post-pandemic consumption behaviors finally normalizing, consumers no longer have the means or
desire to overspend. While one?s financial situation plays a vital role in spending, sentiment is also
a function of politics and inflation. The rate of inflation has come down, but the price of goods is still
rising?and, importantly, they remain well above what consumers are used to. Regarding politics,
other surveys have shown significant differences between what Republicans and Democrats think
on economic issues. Because the election is nearing, some of those surveyed by the University of
Michigan may be swayed by their politics.
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What To Watch Today
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Market Trading Update

As noted on Friday, market breadth remains weak even as the market continues to push higher.
Furthermore, investors are now primarily going ?all in? on Technology and selling everything else.
This kind of behavior has historically ended poorly, but irrational behavior can last much longer
than logic predicts.

FIGURE 35, Tech the favorite among LOs, funded by a rotation out of nearly every other sector
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The economic data shows signs of weakness, which will likely feed into the Fed?s outlook for rate
cuts over the next few months. While the market remains oblivious to the diversion between
economic realities and Wall Street exuberance, such will eventually reconnect. However, for now,
as we enter a new trading week, there is little standing in the way of the bulls momentarily. The
market remains on a buy signal, and while short-term overbought, corrections should be contained
by the 20-DMA. For investors, adding risk exposure on dips remains a logical strategy. However,
that will eventually change.
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The Week Ahead

Retail sales kick off the economic calendar on Tuesday. As we led this commentary, will it show
that consumers are retrenching? The current estimate is for a gain of 0.3% versus 0.0% last month.
Building permits and housing starts will likely show that new construction of homes and multifamily
properties is slowing rapidly. The graph below shows that housing starts have been trending lower


https://tinyurl.com/BBR-2023

for two years and are back to the peak of the pre-pandemic era. Building permits are now slightly
below the 2019 highs.

With the FOMC meeting past, Fed members will be on the speaking circuit. It will be interesting to
hear their views on recent data and if they are reconsidering the potential for a rate cut in July.

Many companies will enter buyback blackout windows as we are about a month away from Q2
earnings reports.



United States Housing Starts

Summary  Stats  Forecast Calendar Alets Download ~

Housing starts in the US rose 5.7% month-over-month to an annualized rate of 1.36 million in April 2024, reversing from a
downwardly revised 1.287 million level in March. Figures came once again below forecasts of 1.42 million, as high rates
and home prices continue to weigh on home builders. Single-family housing starts moved down 0.4% to 1.031 million, but
the rate for units in buildings with five units surged 31.4% to 322 thousand. Sfarts rose in the Midwest (19.1% fo 181
thousand), and the South (10.1% to 799 thousand) but fell in the Northeast (-22.6% to 72 thousand) and the West (-2.5%
to 308 thousand). source: U.5. Census Bureau
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Housing starts in the US rose 5.7% month-over-month to an annualized rate of 1.36 million in April 2024, reversing from a
downwardly revised 1.287 million level in March. Figures came once again below forecasts of 1.42 million, as high rates
and home prices confinue to weigh on home builders. Single-family housing starts moved down 0.4% to 1.031 million, but
the rate for units in buildings with five units surged 31.4% to 322 thousand. Starts rose in the Midwest (19.1% to 181
thousand), and the South (10.1% to 799 thousand) but fell in the Northeast (-22 6% to 72 thousand) and the West (-2.3%
to 308 thousand). source: U.5. Census Bureau
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Macron?s Gamble Is Blowing Up Alongside French Markets

After Marine Le Pen and other right-wing parties pulled off stunning and decisive victories in the
European Union elections a week ago, French President Emmanuel Macron made a bold political
gamble. He dissolved France?s National Assembly and held snap elections. With the first round of
voting occurring in only three weeks, he didn?t think there was enough time for his opponents to
form alliances. Hence, they would struggle to win enough votes to advance to the July 7th runoff
election. His plan, if successful, helps him secure the backing of a large block of voters in the
National Assembly. It appears his plan is backfiring.

The most recent polls show Le Pen could garner about 270 seats in the 577-seat National
Assembly. That would make Le Pen?s party, the National Rally, the biggest party in the lower
chamber. Furthermore, it gives Le Pen a decent chance to become the next President in 2027
when Macron?s term ends and term limits preclude him from running again. Markets are uneasy
with Le Pen?s victory. While Macron vows to hold on to his seat, markets are betting that his
powers will be much more limited.

The first graph below, courtesy of SimpleVisor, shares information on EWQ, the U.S. ETF
representing the primary French stock index, the CAC 40. It has fallen by about 8% in the last week
while the S&P 500 continues to rally. The second graph shows that the yield on French bonds
recently rose about 30bps versus German bonds. Lastly, as a result of right-wing gains in France
and Germany, volatility in many European stock markets is increasing.


http://www.simplevisor.com

Total Returns

059%
Y10

Asset Allocation

Bond 0.0%
Caihe] 9%

0 Sk IS 06%

Stk non-UR-A7 8

Total Returns

059%
Y10

Asset Allocation

Rond0.0%
Cash] 9%
Stock US06%

Sinck non-UB-A7 5 %

Performance

Sector Allocation Top 10 Holdings
a2 6% e Materiah 10,5 % NN
Tl:hi‘ﬂ 05N ARAIN
Commumration arecen 5 %
Raal Futate) 7% BELSH
Comumer Cycheal 7.5 % o
ndstrah 13.4% Ol 1
Comumer Defensie7.0%
\ AN
inalthearn 4.2 8 BELTE
Enengy 1198 SF19%
WAETN
Fimancial Servieen:27.3 8 TIE764 WHeiN
Performance
W M

Sector Allocation Top 10 Holdings
Uniies 2 6% s Matwia 105 % NN
Tl:h“ﬂ 0sN ARAIN
Commumiration araen 3 68
Raal ltate') 7% B15N
Comumer Cychical 7§ %
MC2N
st 1145 Dbl £
Comnumer Defenuiar 7 0%
\ WADN
eabthearn 4.2 % TR
ey 11.9% SFL%
WIS

Fimancial Service: 7.2 § TIEZE%



https://realinvestmentadvice.com/wp-content/uploads/2024/06/ewq-french-cac-40.png

FRIOY-DETOY, 10, TVC 0.80600% +0.09700 (+13.68%)

High

Plat

Plat

%

0.75000%

0.65000%

0.60000%

0.55000%

0.50000%

0.45000%

0.40000%

0.35000%

0.30000%

0.25000%

0.20000%

1 18000

040

0.20

0.00

-0.20

=0.40

016 2017 2018

2019 020

mn 2022 2023

2024

025




FRIOY-DETOY, 10, TVC 0.80600% +0.09700 (+13.68%)

High

Plat

Plat

%

0.75000%

0.65000%

0.60000%

0.55000%

0.50000%

0.45000%

0.40000%

0.35000%

0.30000%

0.25000%

0.20000%

1 18000

040

0.20

0.00

-0.20

=0.40

016 2017 2018

2019 020

mn 2022 2023

2024

025




USVIX | Euro Stoxx Volatility Index
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?Want to achieve 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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