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I'm a Charlotte native, so | get to trash the Queen City. Fair warning to outsiders, you
don’t. Charlotte was grittier back in the 80’s and different from the manicured financial
center you see today. | remember Ric Flair cruising down Carmel Road in his navy-blue

Cadillac, already famous for saying you gotta beat the best to be the best. He wasn't wrong.

Right now, the economy's got the same vibe as a '80s WWF match | caught at the
Charlotte Coliseum on East Independence. The stars were there: Flair, the Iron Sheik, and
Rowdy Roddy Piper. People outside the cage baying for blood and all those big boys in the
ring throwing haymakers. That's what's happening between inflation and the consumer: two
200-pound bruisers just swinging. The consumer's still hanging in there: with help from their

tax refunds.

The Wall Street Journal's calling for $335 billion in tax refunds through June: 11% above
normal. That's our economic crutch right now, and it's masking the real damage from $4-plus
gas, but I'll take the assist. July's when we find out what consumers are made of. When the

refund money slows down and consumers are dealing with $4 gas on their own.

The retail stocks are telling the story. Target's humming along, up 30% this year
because their customer base hasn’t been as badly hit. Walmart got knocked around in May,
down 9% for the month as fuel costs hit hard. What about Home Depot? HD is down 9% for

the year because sky-high mortgage rates killed the housing revival before it got rolling.

What's funny about oil shocks is they tend to do the opposite of what you'd think.

Looking out one year later, they've historically crushed inflation, not fed it. When gas gets



expensive, people stop buying everything else. The new couch waits. The kitchen remodel is
postponed. Demand drops and inflation follows it lower. It's the economy putting itself on a
diet involuntarily. The silver lining is that could help drive interest rates lower not higher into

2027 and | get the feeling most people haven't planned for that.

The longer gas stays elevated, something subtle may start to shift. People get cautious.
They drive less, defer a car payment, skip the restaurant trip. Individually, it's nothing. Multiply

it across a few million households and the economy starts to slow.

| think a lot of what's broken could be fixed by lower gas prices. Sometimes the answer
really is that simple, and we overthink it because we want something more sophisticated to

worry about.

The math backs it up. The week before the war started, the 10-year Treasury sat at
3.95%. That number matters because it drives what you pay on a mortgage. Two and a half
months into the oil shock, it jumped to 4.6%. Now, .65% doesn't sound like much until you do
the math. Over 30 years on a mortgage, that's an extra $200-plus a month on a $400,000

home. For millions of people, that might be the difference between affording a house and not.
Enough doom. We're catching a break today!

It's Tuesday, May 26th, and oil may finally be cracking. After going straight up through
April and May, crude's starting to roll over on the potential Iran peace deal. West Texas
Intermediate (yes, | watch Landman too) has dropped 11% in five days. Interest rates are

following it down. We're still miles from $2.50 gas, but we're moving in the right direction.

Here's a good reason stocks won't quit lately: earnings. Q1 results were a monster, and

all 11 market sectors grew earnings. That hasn't happened in four years.

Take Apple. Wall Street penciled in 9% growth. Tim “Apple” is heading out on a high as
AAPL posted 17% revenue growth. On a $4 trillion company. When a company that big grows

at that rate, it changes the potential for where markets can go.



Good Friday this year was brutal for stocks, but the bounce back since has been
something to watch. The S&P's up 17% in eight weeks, and that ranks as the 20th best run of
that length on record. So, here's the big question: does the bull need a nap, or is it just

getting started?

History says it may keep going. Of the 19 other times we've seen a stretch like this,
stocks were higher 18 out of 19 a year later. Average gain: 27%. Even the six-month read is
solid with 17 out of 19 positives, averaging 14%. The wildcard is Iran. Any real peace deal
might be the match that lights this bonfire and that should be something to see. If you have

any comments, feel free to contact me at heddins@capital-invest.com or call at 919-656-0836.
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