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Rising Rates Always Depress P/E Multiples Equity/Bond Ratio: Slowdown But No Recession
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QT Will Cause More Pain Equity Remains Expensive After Price Decline

%yoy %yoy % %
—— S&P 500 J U
i S&P 500 Equity Risk Premium*
80 |- ---- Fed Assets P -1 80 4 quity - 4
70 - ,: - 70 3| - 3
60 |- ; - 60
' 2 -2
50 |- E - 50 l l
| 1 iR
40 |- ) ; | 40 ‘l’ T
n : 0 ] 0
30 A : - 30
; -1 -1
20 - 20
Either stock yields have to
10 -1 10 J / rise 150bps or bond yields
} \ have to fall by the same
’ -3 - l amount or some — -3
0 — 0 ’ / combinations in between
:' \ to bring ERP back to its post
1 GFC mean
-10 o - .10 -4 - - -4
© Alpine Macro 2022 © Alpine Macro 2022
| | | | | | | | | | | | | | | | | |
2010 2012 2014 2016 2018 2020 2022 1980 1990 2000 2010 2020
*Shiller earnings yield less 30-year Treasury yield
mPINEMACRO
May 2022| 4

Request a Trial: alpinemacro.com/trial-access/



The Oil Crunches In the 1970s: War & Iran

The Oil Crunch Today: ESG & Russia
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Growth Tax Is Calling For A Recession Real Disposable Income Is Falling
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The Fed Is Getting More Aggressive

But The Bond Market Disagrees
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Earnings Recessions In Different Inflation Regimes
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How Much Can The Fed Drive Up Rates?
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DXY And Gold

Some Market Indicators For Inflation
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Inflation Expectations Are Stable

Inflation Breakeven Curve: Negatively Sloped
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The European Experience

Postwar Supply Disruptions And Inflation Spike
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Go long Defense & Aerospace Sector Stay Long Defensive Sector During Shakeout

Aerospace and Defense Equities Defensive vs. Growth*
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Oil Has Parted Ways With DXY Oil Prices vs Income: A Long-Term Perspective
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A 10% Drop In Treasury Total Returns Usually Precedes A Major Rally In Bonds
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Bond Model And Market Positioning

Gibson’s Paradox Still Prevails

L]

%
—— U.S. 10-Year Treasury Yield

s-—-  =mm——- Fair Value*

————— Fair Value +/- One Sigma

Fair Value +/- Two Sigmas

Net Speculative Long Tresaury Positions
as % of Open Interest**

%

© Alpine Macro 2022
I I I I I

1995 2000 2005 2010 2015 2020
*Based on inflation rate, short term interest rate and non-accelerating inflation

rate of unemployment (NAIRU)
*Shown as 4-week moving average; source: Commodity Futures Trading
Commission (CFTC)

PINEMACRO

Request a Trial: alpinemacro.com/trial-access/

%

%

%yoy
60
50
40
30
20

10

-10
-20

-30

Uu.S.:

- — S&P 500 (Is)
---= Long-Term Bond ETF* (inverted; rs)

.
[
[
[
[
[

R mmE ...,

. mm

=
L

1
A 1
— . 1 1 I
| ] L]
" 'll',':: h ] 1
Ny 1 1 1y 1
L] 1 ]
- N :: : .‘. : | %!
! r I ! ()
1 [ L iy '1
P 1 1 ! afl!
r ! 2! el
] [ [ ! !
' v 1 ‘.I !
' . e !
1 : N Q||‘I
:sl : '\':-
Il' i ' [
T ML
T e
! !
! ¥
- v & {

| | | © Alpine Il\/Iacro 2022

2005 2010 2015
*IShares 20+ Year Treasury Bond ETF

2020

%yoy
-30

-20

-10

10

20

30

40

May 2022| 16



\\ Alpine Macro was founded in October 2017 as an independent global investment
research firm based in Montreal, Canada. The company focuses on top-down
ALPI N E MAC RO analysis of major secular and cyclical trends in the global economy and financial
A Unique Mind On The Markets Markets, providing forecasts on major moves in asset prices and recommendations
on asset allocation and investment strategy.
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For more information on Alpine Macro’s research and service visit us at: alpinemacro.com
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