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The Pause Heard Around The World

The S&P 500 surged 8.5% off its lows on Wednesday as the administration announced a 90-day
tariff pause for all countries except China. Sound familiar? In Tuesday?s Commentary, we wrote:

For those of you with bearish nightmares, we share one important takeaway from
Monday?s market roller coaster. While there is a good chance the market may
explore new lows over the coming months, we must appreciate that there is
plenty of fuel for a sizeable bounce. The one piece of important evidence supporting
this thesis was a Tweet claiming that Trump is considering a 90-day pause in all tariffs
except those on China.

After the official announcement of the 90-day pause, the ?fuel? propelled the market to its third-
largest percentage gain in history. The two instances ahead of it both occurred in October 2008.
The takeaway is that news about retalitory tariffs, pausing the tariffs, and any tariff agreements will
continue to drive markets with extreme volatility. If Trump can turn the 90-day pause period into a
series of constructive agreements with our largest trade partners, there is more bullish fuel in the
tank. Negotiations with China will be most important. Retaliatory tariffs from China and then
America have weighed on markets. The longer negotiations take, especially with China, the more
negative consumer and investor sentiment will negatively impact the economy and markets.
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Market Trading Update

Yesterday, we discussed the market reaction to the 90-day pause in tariffs, which sent the stocks
surging in the third-largest single-day rally since WWII. As we stated yesterday:

?With the weekly ?sell signal? in place, we will very likely see the market either stall at
those levels&#2013266080;(best case scenario)&#2013266080;or retrace to test recent
lows&#2013266080;(most likely case.). Let?s see if we can get some follow-through on
today?s trading.

Unfortunately, the market did not get a follow-through to yesterday?s buying, and it was a classic
bear market rally. As discussed on SimpleVisor yesterday morning, we took action and used the
rally to rebalance portfolio and reduce exposure to equity risk.
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?As we have discussed over the last two weeks, the deep oversold condition of the
market would lead to a sharp reflexive rally that should be sold into to reduce risk and
rebalance portfolios. That rally came yesterday, and we are reducing risk across all
models this morning. The first step is to reduce exposure to positions, reduce
target weights, and increase cash levels. The next step, if needed, will be to add a
short position in portfolios. Today is step one.?

We increased cash levels to nearly 20% in the 60/40 portfolio and dropped equity exposure to
49%. With the weekly sell signal in place, we will look to reduce equity risk by another 4-5% by
adding a short position to the portfolio on the next rally.
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Despite inflation dropping sharply and the 10 and 30-year bond auctions going well, the risk in the
bond market is spreading through the equity markets. For more information on the ?basis trade?
and why it is such a risk, here is an excerpt from the Real Investment Show on Wednesday.

[embed]https://www.youtube.com/watch?v=KH2jmQEnoCl[/embed]

The market remains oversold in the near term, which should provide some opportunity for reflexive
bounces to reduce risk and rebalance as needed. | suspect that the larger corrective process
remains well intact, and an eventual retest of lows, if not new lows, is likely before this process is
complete.

Trade accordingly.

Don't invest alone.
Tap into the power of S—

SimpleVisor”

CPI Surprises To The Downside

The CPI (-.1%) and Core CPI (+.1%) came in 0.2% below expectations. Year over year Core CPI
(+2.8%), the Fed?s preferred inflation measure, is below 3% for the first time since March 2021.
Also important, the so-called super core CPI fell by 0.24%, the lowest reading since May 2020.
Supercore is the core calculation but also excludes housing.
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CPI rent inflation, as shown below, continues to decline steadily. It now sits a hair below 4%. More
disinflation in rents and shelter prices will continue, but the pace may slow from here.

While the data is very good, the initial impact of tariffs has yet to be felt. Inflation data could

become volatile in the coming months as the tariffs? inflationary and deflationary effects ripple
through the economy.

CPI Rent Inflation Slides Below 4% for First Time in 3+ Years
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How To Use Tax Harvesting

For investors looking to reduce tax liability while keeping their portfolios optimized for growth, a tax-
loss harvesting strategy can be a valuable tool. By strategically selling underperforming

investments to offset capital gains, investors can minimize their tax burden and improve their after-
tax returns.

Understanding how tax-loss harvesting works, when to apply it, and how it fits within a broader tax-

efficient investing strategy can help investors make smarter decisions and maximize their wealth
over time.

READ MORE?
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Tweet of the Day

.} Joseph Wang & G
=y @FedGuyl2
SOFR actually printed above IOR yesterday and it wasn't a period-end
date. Looks like there really was some funding pressure building up.

ht @amital13
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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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