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(J Gloomy Surveys, Chaotic Policy, and Strong Hard Data

« The U.S. economy has been left for dead: consumer and business
confidence have been hit by policy uncertainty (chart 9d) and we know
changes in immigration and trade policy are stagflationary.

Upcoming Events

Apr 30 | PCE Release

« But the hard data remain strong, and resilient income flows to Apr30 | GDP Release

households continue to support spending. (chart 1a) May 01 | 1SM Manufacturing

* The momentum is likely too strong to allow a recession. (chart 3a) May 02 | Payrolls

- Aslowdown is still coming, caused by precautionary savings (chart May 07 | FOMC Meeting
4b), tariffs (chart 7c), and a tightening of financial conditions (8b, 8c). May 13 | CPI Release

* The Fed is boxed in by high inflation and soaring survey expectations. It May 16 Michigan Sentiment

may still cut in June (30% prob.), but the pricing is too dovish (86%). May 29 | GDP Release
May 30 | PCE Release

Jun 02 | ISM Manufacturing
Jun 06 | Payrolls
Jun 11 | CPI Release

« The administration has partly reversed its catastrophic rollout of the
“reciprocal” tariff policy. We expect a softer approach from here on.

« But fundamentally, the tariff mix is deeply suboptimal policy and
should hurt U.S. competitiveness, productivity growth, and GDP.

« April may also mark the start of the U.S. dollar’s secular decline.
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(J Focus on: Trade Policy

Real Broad Effective Exchange Rate vs Nominal Broad Index

« Unusually for the U.S., trade policy has become
the center of market attention. This is because U.S.
trade policy has been extraordinarily bad recently.

130 -

125 -
» The “reciprocal” tariff rollout was an unqualified

disaster: it was not reciprocal, it was based on bad
economics and bad math, it cause market chaos,
and it was swiftly, if partly, reversed.

120 -

115 4
e We view the new focus on China and carveouts
for electronics as a distraction from the economic

. . . . . . 110
reality: tariffs are going up, which is stagflationary.

* Our base case sees the 10% global tariff largely 1“”‘
staying in place, most USMCA goods exempted,

and a de-escalation in the U.S.-China trade war. 00,

« Canadian elections in two weeks should provide
an opportunity for de-escalation as well. o5

* In the long run, the trajectory is adverse and
unlikely to change during this administration. This 9o

w’“

A
—— Real Broad Effective Exchange Rate: Feb 25 = 114.16

——— Nominal Broad USD Index: 04/04/25 = 126.07

is negative for U.S. productivity, and thus for U.S. 2016 2017

equity multiples. 2 AURORA

2018 2019 2020 2021 2022 2023 2024 2025

Source: Federal Reserve Board of Governors and Bank for International Settlements


https://www.aei.org/economics/president-trumps-tariff-formula-makes-no-economic-sense-its-also-based-on-an-error/
https://www.aei.org/economics/president-trumps-tariff-formula-makes-no-economic-sense-its-also-based-on-an-error/
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(J Focus on: The Fed’s Conundrum

Stagflationary shocks are bad for the Fed,
because they bring its mandate into conflict:
managing the slowdown endangers price
stability.

Despite Powell's assurances, the FOMC is
already grappling with this.

We maintain our out-of-consensus view that
the Fed cannot afford “insurance” cuts with
inflation at this level.

We do not think inflation expectations are
unanchored yet, but the Fed has failed to
meet its target for four Decembers in a row
and is on track to do so again.

It is thus highly unlikely to be able to discard
survey signals, even if they come with a clear
partisan tilt (e.g. in Michigan surveys).
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(3 1a. Labor Market Overview

Vacancy/Unemployment Ratio 12.00% Real Wagebill and Earnings Growth (Y-o-Y)
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d 1b. Policy Overview
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(J 1c. Labor Market Continued

Unemployment Rate, 6M Change: State-by-State Distribution
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d 1d. Labor Market Continued

U.S. Employment-Population Ratio Average Weekly Hours Worked (SA)
35.0 - —— All Employees: Mar 25 = 34.20
A/ 'FI| Production & Nonsupervisory Employees: Mar 25 = 33.80
a'4 |
4.V | AT,
60 - /-\_r\_/ | /-\!\ "'\A 34.8 -
N'\-"W /
ﬁ,r’
V\,vijf VY / 34.6-
58 i
|‘j
| 34.4
1
)
56 1 / 34.2
| 34.0
54+ |
|
| 33.8-
|
|
521 | 33.61
——— Seasonally Adjusted: Mar 25 = 59.90 .I
Not Seasonally Adjusted: Mar 25 = 59.90 !
2012 2014 2016 2018 2020 2022 2024 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

= AURORA Source: BLS ‘= AURORA Source: BLS



-

d 2a. Inflation

U.S. CPI Measures
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Sticky Components of Inflation (Y/Y)
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Inflation

NY Fed Consumer Inflation Expectations
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Total Compensation vs. Price
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d 3a. GDP

Real GDP Growth (Q/Q, SA)
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(3 4a. Consumption
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(J 4b. Consumption

Real Final Sales to Private Purchasers vs. Savings Rate
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€. 5a.Investment contributions to GDP

Contributions to Change in Real GDP (p.p.): Contributions to Change in Real GDP (p.p.):
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(J 5b. Construction Spending

Total U.S. Construction Spending by Sector (US$, Millions, SA)
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(J 6. Government Spending

U.S Treasury General Account Balance (US$ Billions, NSA) Contributions to Change in Real GDP (p.p.):

Government Consumption Expenditures and Gross Investment
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o= 7a. International Trade

Real Quarterly U.S. Trade in Goods and Services (US$ Billions, SAA 60.000 Monthly U.S.-China Trade in Goods (US$ Millions, NSA)
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d /b. International Trade

U.S. Customs Duties as Share of Federal Current Tax Receipts
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€- 7c.International Trade
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d 8a. Financial Markets

U.S. Long Run Rates
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(J 8b. Financial Markets

S&P 500 and Nasdaq Composite Index (11/04/2024 = 100)

—— S&P 500: 04/09/25 = 96
—— Nasdaq: 04/09/25 = 94
100 -
80 4
60
40 4
20 - : : : :
2016 2017 2018 2019
= AURORA

2020 2021 2022 2023 2024 2025
Source: S&P Dow Jones Indices LLC, NASDAQ OMX Group

10Y Rate Split: Real + Breakeven = Nominal

6.00%

5.00% -

4.00% -

3.00% -

2.00%

1.00%

0.00%

-1.00% -

-2.00%

[ Real Rate: 04/08/25 = 2.04%
Il Breakeven Rate: 04/08/25 = 2.22%
-~ Nominal: 04/08/25 = 4.26%

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

= AURORA Source: Federal Reserve Board of Governors and Bank of St. Louis



-y
(J 8c. Financial Markets

Kim-Wright 10YR Term Premium
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d 8d. Financial Markets

VIX
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(3 8e. Financial Markets

CAD Net Leveraged Positions CAD Net Asset Manager Positions
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€@~ 9a.Financial Condition Indicators

Chicago Fed National Financial Condition Indices
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(3 ?b. Freight Transportation Indicators

U.S. Monthly Rail Data
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€ 9c. Other Economic Indicators

U.S. Industrial Production Index, SA (2017=100) University of Michigan Consumer Sentiment Index
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d 9d. Other Economic Indicators

Federal Interest Payments as % of GDP
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€ 9c. Other Economic Indicators

ISM Manufacturing PMI vs. Prices Paid Index ISM Manufacturing: New Orders Index vs. Employment Index
—— Manufacturing PMI: Mar 25 = 49.00 —— New Orders: Mar 25 = 45.20
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d 9d. Other Economic Indicators

Economic Policy Uncertainty Index U.S. Trade Policy Uncertainty Index
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Disclaimer

This document is a general communication being provided for informational and educational purposes only. It is not designed to be a recommendation for any specific investment
product, strategy, plan feature or other purposes. By receiving this communication, you agree with the intended purpose described above. Any examples used in this material are
generic, hypothetical and for illustration purposes only. Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are
subject to change without notice. We believe the information provided here is reliable but should not be assumed to be accurate or complete. The views and strategies described may
not be suitable for all investors.

None of Aurora Macro Strategies, LLC, its affiliates, or representatives is suggesting that the recipient or any other person take a specific course of action or any action at all. Prior to
making any investment or financial decisions, an investor should seek individualized advice from personal financial, legal, tax and other professionals that consider all of the particular
facts and circumstances of an investor's own situation. Neither Aurora Macro Strategies or any third party involved in or related to the computing or compiling of the data makes any
express or implied warranties, representations or guarantees concerning information or perspectives included in written research. In no event will Aurora Macro Strategies or any third
party have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) relating to any use of this information.

This report has been created without regard to the specific investment objectives, financial situation, or particular needs of any specific recipient and is not to be construed as a solicitation
or an offer to buy or sell any securities or related financial instruments. Past performance is not necessarily a guide to future results. Company fundamentals and earnings may be
mentioned occasionally but should not be construed as a recommendation to buy, sell, or hold the company’s stock. Predictions, forecasts, and estimates for any and all markets should
not be construed as recommendations to buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded funds, or any similar instruments.

The text, images, and other materials contained or displayed on any Aurora Macro Strategies, LLC product, service, report, email, or website are proprietary to Aurora Macro Strategies,
LLC and constitute valuable intellectual property. No material from any part of www.auroramacro.com may be downloaded, transmitted, broadcast, transferred, assigned, reproduced or
in any other way used or otherwise disseminated in any form to any person or entity, without the explicit written consent of Aurora Macro Strategies, LLC. All unauthorized reproduction or
other use of material from Aurora Macro Strategies, LLC shall be deemed willful infringement(s) of this copyright and other proprietary and intellectual property rights, including but not
limited to, rights of privacy. Aurora Macro Strategies, LLC expressly reserves all rights in connection with its intellectual property, including without limitation the right to block the transfer
of its products and services and/or to track usage thereof, through electronic tracking technology, and all other lawful means, now known or hereafter devised. Aurora Macro Strategies,
LLC reserves the right, without further notice, to pursue to the fullest extent allowed by the law any and all criminal and civil remedies for the violation of its rights.

The recipient should check any email and any attachments for the presence of viruses. Aurora Macro Strategies, LLC accepts no liability for any damage caused by any virus transmitted by
this company's electronic communications.
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