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A soft landing remains a low-probability scenario in our opinion. However, the markets have priced in this scenario as the base case. 

To achieve a soft landing, we need further cooling in the economy to bring inflation down from 3% to 2%. This process will likely 

involve seeing mixed economic data, with some weak and some strong data spread across various sectors of the economy. Recently, 

market pricing has become more volatile as data has been released, with significant reactions to both positive and negative news. 

There have been overreactions in both directions, and the moves in the latter part of last week exemplify this overreaction. While 

nonfarm payrolls, which we will delve into deeper later on, came in soft, the markets reacted as if a recession was imminent. Yields 

have steadily trended lower over the last few months, but this trend accelerated to the downside this past week. Initially, this was 

perceived as a sign that the Fed might begin to cut rates, which would relieve pressure on companies with large debt burdens. 

However, this is only true to a point. As yields on the 10-year Treasury fell below 4% while the Fed Funds rate remains at 5.25%-

5.50%, it starts to look more like a recessionary move, where investors are positioning for a risk-off scenario in stocks. The 10-year 

yield is now down to 3.8%. This is an area we would look to see some support.  

 

 

 

 

 

 

  

 

 

 

 

 

 

 

Amid rising tensions in the Middle East, oil prices have also collapsed, falling by 12% in July. This decline is a signal of slowing 

global growth. Oil is an input to everything we do, so decreasing demand is one of many indicators that economic activity is slowing. 

Currently, oil prices are down to $73 per barrel. 
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Copper is another commodity that can provide clues about where we are in the business cycle. The breakout higher that we saw in 

May gave many investors the impression that a growth slowdown was further out in the future than initially thought. However, 

copper has since fallen almost 20% and found support at its 200-day moving average. Much of the pricing we see in copper is 

heavily related to China's growth, and they are currently dealing with deflation. Consequently, the lack of demand from their 

economy is putting downward pressure on copper prices. Nonetheless, copper remains an important input to consider when trying 

to get an overview of what the market is pricing in. 

 

 

 

 

 

 

 

 

 

 

 

The GDP print of 2.8% two weeks ago provided further tailwinds for the rotation into Small Caps and non-tech sectors of the S&P 

500. However, this week's Manufacturing PMI print came in at 46.8, down from the previous month's 48.8. This exemplifies what I 

mentioned in the introduction about mixed data leaning towards both growth and recession. As this data comes in, the market is 

flip-flopping between which of the two to bet on. 

 

 

 

 

 

 

 

 

 

 

After a reversal of sentiment and drawdowns in both Tech and Semiconductors throughout the week, the all-important Nonfarm 

Payrolls number garnered all the attention on Friday. It came in at 114,000, below the expectations of 170,000, and the prior month 

was revised down to 179,000 from 206,000. This makes it 11 of the last 16 months with downward revisions. This print sent yields 

across the curve lower, and everything sold off except for Utilities, Staples, and Bonds. It was a risk-off day that you would normally 

see in a recession. While 114,000 is a weak payroll print, it is not an indicator that the economy is heading into a recession. 

Traditionally, we need to see negative payroll prints for such a warning. Additionally, cyclical sectors such as construction added 
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25,000 jobs. For those who regularly read our work, we believe construction jobs will be the indicator to signal a recession. While the 

Nonfarm payroll report showed 114,000 jobs, the household survey reported 67,000 jobs. 

 

 

 

 

 

 

 

 

 

 

 

We have noted in the past, the discrepancy between Full Time Jobs and Part Time Jobs added over the past year. Full Time jobs 

have fallen by over 1 million, while Part Time jobs have risen by a million. This latest report, however, showed the opposite. We saw 

a gain of 448,000 Full Time jobs and a loss of 325,000 Part Time jobs. 

 

 

 

 

 

 

 

 

 

 

 

As noted, Construction Employment held up, gaining 25,000 jobs in July. This continues to trend upwards, and we are looking for a 

5%-10% drawdown to signal a legitimate growth slowdown. While construction spending fell last month, Housing Starts and 

Permits rose. So, while we are seeing some shaky data, it has not yet filtered through to employment in this sector. 
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The unemployment rate rose to 4.3%, up from a trough of 3.4% a little over a year ago. This increase also triggered the Sahm rule, 

which occurs when the 3-month moving average of the U-3 unemployment rate rises 50 basis points above its 12-month low. 

Claudia Sahm, in discussing this indicator, stated that it is not a recession indicator per se, but rather a signal to policymakers that the 

economy is slowing and that they need to be accommodative with rate cuts or stimulus to avoid entering a recession. Historically, 

when this rule has triggered, it has often preceded a recession due to the nature of unemployment, which typically rises by 300+ 

basis points after a trough. In our previous article, we highlighted that the Sahm rule would trigger in July if the unemployment rate 

rose to at least 4.2%. However, we did not view this as an immediate indicator of a recession, and we still do not foresee a recession 

in the near term. The unemployment rate also has a high correlation with the unemployment rate of California. California's 

unemployment rate, which tends to lead, is at 5.2% as of July which leads us to believe the national unemployment rate has not yet 

peaked.  

 

 

 

 

 

 

 

 

 

 

 

The FOMC meeting took place this week, but market action seemed to overshadow it. It was described by the media as a "snooze 

fest" because not much changed outside of a few words in Jerome Powell’s usual statement. Rates were kept at 5.25%-5.50%, 

despite the growing calls for cuts. However, an important quote I wanted to highlight from the meeting is:  
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“Downside risk to employment is real now. The time is coming when it will be appropriate to dial back that level of restriction so we 

can address both mandates.” 

This has been hinted at in previous meetings this year, but Powell is explicitly saying that inflation is no longer the number one 

priority of the Fed. The Fed believes it is at a place where they have made enough progress on inflation to act if employment shows 

weakness. After the payroll print on Friday, the market's expectations shifted from a 100% chance of one rate cut in September to a 

65% chance of two cuts. We don’t think that the 114,000 figure was weak enough to warrant two cuts, but we have a few more 

prints to go before the September meeting. 

Something we highlighted a few weeks ago was the seasonality of the VIX. After July, we tend to see heightened volatility until the 

end of October, which is the most common period of the year for the market to predict increased turbulence. It did not take long 

for the VIX to head into the 20s, and it even reached 30 mid-day. 

 

 

 

 

 

 

 

 

 

 

 

For a big picture view on where we are in equities: 

• Tech is down 15% and sits at its 200-day moving average 

• Semiconductors are in a bear market, down 24% 

• The Nasdaq is correction territory down over 10% 

• The S&P 500 through all of this is only down 6% 

• The Russell 2000 erased all of its rally and is back to $207 

Due to the concentration and valuations within the market, most of the stocks driving returns were priced for perfection. As they 

have reported earnings, they have been punished for any slip-ups or negative comments about guidance. The market is also 

beginning to worry about capex spend on AI due to the fact it has not resulted in significant revenue growth. The misses in 

economic data to the downside have also shifted positioning. However, we do not think we are entering a recession yet, and much 

of this move has been overdone to the downside. We expect a bounce in yields from the 3.8% level and broadening within the S&P 

500 sectors. Tech and Semiconductors could also see a bounce after selling off, but I would be wary about where valuations stand 

for many of these names. 

Semiconductors are in their largest drawdown since 2022 
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The Russell 2000 is back into its consolidation range, and we continue to believe in fading rallies in Small Caps until we see 

confirmation economic growth has troughed.  
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We Appreciate Your Feedback! 

 

 

We highly value your feedback and earnestly invite you to contribute your insights regarding potential 

enhancements and suggestions for future content. We welcome all forms of constructive feedback and suggestions, 

as they are crucial in guiding our efforts to refine and develop our offerings. Please share your professional insights 

and recommendations through the link provided below. Your input is instrumental in shaping our direction and 

ensuring our services align with your expectations. We anticipate your contributions with great interest. 
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educational purposes only. All information is provided in good faith, however, we make no representation or warranty of any kind, express or implied, regarding the accuracy, adequacy, validity, reliability, 

availability, or completeness of any information. 
None of the content offered by Apex Macro LLC constitutes financial advice, legal advice, or any other type of advice meant for your specific reliance for any purpose. Any use or reliance on our content is 
solely at your own risk and discretion. You should conduct your own research, review, analysis, and verification of our content before relying on them. Trading and investment in securities involves high risk 

and the possibility of losing some or all of the principal investment. It is crucial to seek advice from an independent financial advisor who is licensed to provide investment advice. 
Our content is intended to be used and must be used for informational purposes only. It is very important to do your own analysis before making any investment based on your own personal circumstances. 
You should take independent financial advice from a professional in connection with, or independently research and verify, any information that you find on our platform and wish to rely upon, whether for 

the purpose of making an investment decision or otherwise. 
This disclaimer has been created to expressly convey that Apex Macro LLC and its content creators are not providing financial advice through the dissemination of the information contained herein and are 
merely providing information and insights as a public service. Apex Macro LLC, its directors, employees, and agents will not be liable for any loss or damage of any nature arising in any way from the use of, 

or reliance on, the information provided or for any decision made on the basis of such information, including (without limitation) any loss of profit, business, contracts, revenues, or anticipated savings. 
Terms of Use: This document is the property of Apex Macro LLC and is intended solely for the use of the recipient. It contains confidential and proprietary information and may not be 

reproduced, redistributed, or disclosed in whole or in part to any third party without the prior written consent of Apex Macro LLC. By accessing this document, you acknowledge that you have read and 

understood these terms and agree to be bound by them. 
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