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Regime Status: Crisis

The macro regime has officially transitioned from stagflation to crisis. VIX above 31, WTI crude
crossing $100 for the first time since 2022, the Dow entering correction territory, and the OECD
slashing global growth forecasts — all in a single week. The structural forces that have been
building since the Iran conflict began in early March are now producing cascading effects across
every asset class simultaneously.

This is the week the word "stagflation" stopped being a forecast and became the baseline.
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Weekly Market Scoreboard

ASSET PRICE

S&P 500 6,369

Dow Jones 45,167

INEeETe 20,948
VIX 31.0
Bitcoin ~$66,587
Gold $4,521
Silver $69.77

WTI Crude $101.18

Brent Crude $112.57

DXY 100.2
10Y

4.42%
Treasury
GBP/USD =52

WEEKLY MOVE

WV 5th straight weekly loss

V¥ -793 pts Friday, officially in

correction
V¥ -2.15% Friday

A Spiked through 30

V¥ Weak, testing support

4 Holding above $4,400
V¥ Lost $70 level

A Highest since 2022

A +4.22% Friday alone

A Safe-haven strength

A Rising on inflation fears

V¥ Dollar strength

CONFIDENTIAL

SIGNAL

Correction deepening

-10% from Feb highs

Correction territory
Crisis-level fear

Correlated with equities
again

Dual safe-haven bid intact
Structural breakdown

Iran premium dominant
Hormuz fears escalating

King Dollar reasserting

Hawkish repricing

EUR/USD also falling

The Big Story: Dow Enters Correction as Oil Crosses $100

Friday's session was brutal. The Dow Jones Industrial Average shed 793 points —a 1.73%

decline — to close at 45,167, officially entering correction territory at 10% below its February
peak above 50,000. The S&P 500 dropped 1.67% to 6,369, posting its fifth consecutive weekly
loss — the longest losing streak in four years. The Nasdaq fell 2.15%, with Nvidia leading the

decline at -4%.

This isn't just a pullback. This is a repricing of the entire macro landscape.

The catalyst is clear: oil. WTI crude crossed $100 per barrel for the first time since 2022, settling

at $101.18. Brent surged 4.22% to $112.57. The Iran-US conflict has disrupted the Strait of

Hormuz — normally carrying one-fifth of the world's oil supply — and the market is pricing in the

possibility that disruption becomes permanent.
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President Trump extended his deadline for Iran to reopen the Strait to April 6, 2026 at 8:00 PM
ET, pausing the threat to bomb Iran's energy infrastructure by 10 days. The extension was
framed as an Iranian government request, but markets interpreted it as an admission that quick
resolution is unlikely. Oil rallied on the news rather than selling off — the opposite of what a
genuine de-escalation would produce.

The Stagflation Trap: Fed's Impossible Position

The most significant development this week may not have been oil at $100 or the Dow entering
correction. It was this:

For the first time, futures markets priced in a greater than 50% probability of a Federal Reserve
rate hike by end of 2026.

The CME FedWatch tool showed a 52% probability of a rate increase, up from near-zero just
weeks ago. The April 29 meeting still shows 95.9% probability of holding at 3.50-3.75%, but the
market is now pricing the possibility that the Fed's next move is up, not down.

This is the stagflation trap in its purest form: - Inflation is accelerating: The OECD raised its US
inflation forecast to 4.2% for 2026, far above the Fed's own 2.7% projection. PPl is running at
3.2% year-over-year. Import prices jumped 1.3% in February. - Growth is decelerating: NFP
printed at -92,000 — the first negative payroll in years. The OECD warned the Iran war has
"erased" its global growth upgrade. Euro area growth was cut to 0.8%. - The Fed is frozen: Cut
rates to fight recession, and oil-driven inflation spirals higher. Hike rates to fight inflation, and the
economy breaks.

The last time this dynamic played out was 1973-74. Volcker's solution — hiking aggressively
regardless of economic pain — produced a brutal recession. The question now is whether the
modern Fed has the stomach for that playbook.

Key Developments

1. OECD Sounds the Alarm

The OECD's March 2026 Interim Economic Outlook was the most significant institutional
acknowledgment yet that the Iran conflict has fundamentally altered the global growth trajectory.
Key findings:

 Global GDP growth projected at 2.9% for 2026, down from earlier upgrades
e US inflation forecast raised to 4.2% — nearly double the Fed's projection
» The Strait of Hormuz disruption is described as threatening a "near-halt in energy shipments"

e Euro area growth slashed to 0.8%
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This matters because it shifts the stagflation thesis from a market fear to an institutional
consensus. When the OECD warns about inflation at 4.2%, central banks take notice.

2. GameStop's Bitcoin Revealed as Options Play

GameStop disclosed that 4,709 of its 4,710 Bitcoin — virtually its entire BTC treasury — have
been pledged to Coinbase as part of an over-the-counter covered call strategy. The calls had
strike prices of $105,000-$110,000 with maturities through March 27, 2026 (yesterday).

This is significant for two reasons: - It reveals corporate BTC treasury management is more
aggressive than disclosed. What looked like a simple HODL strategy was actually an options
income play. - The expiration creates a supply risk. With the calls expired, Coinbase can
rehypothecate the pledged Bitcoin. Whether those 4,709 BTC return to GameStop's custody or
hit the market is an open question worth approximately $310 million.

3. Digital Asset PARITY Act Omits Bitcoin Tax Relief

A new US crypto tax discussion draft — the "Digital Asset Protection, Accountability, Regulation,
Innovation, Taxation, and Yields Act" — was released by Representatives Miller and Horsford.
Notably, the bill provides clarity for stablecoins but contains no Bitcoin tax exemption. Even
small BTC transactions (buying coffee) remain taxable events requiring capital gains calculations.
The Bitcoin Policy Institute criticized the omission. This is still a discussion draft, but the
directional signal is clear: Washington is more interested in stablecoin regulation than Bitcoin
adoption.

4. Sanctions Efficacy Is Collapsing

A Foreign Affairs analysis highlighted that US sanctions on oil — once capable of cutting Iran's
exports from 2M to under 1M barrels per day — are now largely ineffective. China purchases
approximately 90% of Iran's oil exports and was also the largest buyer of Russian and
Venezuelan crude in 2025. The sanctions-resistant economy has grown large enough that
companies are choosing non-US markets over compliance. This structural shift means
Washington's primary economic weapon against oil-producing adversaries is becoming less
effective precisely when it's needed most.

Scenario Watch

Inflation Spike > 96% Probability (Highest)

This is no longer a scenario — it's the operating reality. With PPI at 3.2%, the OECD projecting
4.2% US inflation, oil above $100, and import prices surging, the question is no longer whether
inflation reaccelerates but how far it goes. Monday's Core PCE data (March 31) is the next
critical data point. If it comes in above the 2.7% forecast — which oil-driven services inflation
makes likely — the rate hike narrative accelerates further.
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Hard Recession - 92% Probability

NFP at -92,000 is not a soft patch. It's the kind of print that, in normal times, would trigger
immediate rate cut expectations. But these aren't normal times — inflation is running too hot for
the Fed to ease. The recession is happening alongside inflation, which is the textbook stagflation
definition. Watch ISM Manufacturing PMI on April 1 (consensus 51.2) and Non-Farm Payrolls on
April 4 for confirmation.

Iran-US War Escalation - 38% Probability

The April 6 deadline is the critical inflection point. Trump's willingness to extend it suggests he
doesn't want to bomb Iran's energy infrastructure, but the extension also means 10 more days of
Hormuz uncertainty. Iran has threatened to "completely" close the Strait and hit US-allied power
plants. Oil markets are pricing in a significant probability that the deadline passes without
resolution.

Risk-On Rally - 18% Probability

The bull case requires a Fed pivot to cuts (impossible with inflation at 4.2%), an Iran peace deal
(no concrete progress despite rhetoric), or a major liquidity injection (opposite of current
trajectory). At 18%, this scenario exists primarily as a reminder that markets can reverse
violently. It is not currently supported by any data.

Correlation Watch: Something Broke

The system is flagging 10 critical correlation breaks — an unusually high number. The most
significant:

o BTC-S&P 500: 7-day correlation surged to 0.93 vs 90-day average of 0.02. Bitcoin has
abruptly re-correlated with equities after weeks of decoupling. This undermines the "digital
gold" narrative and means BTC is acting as a risk asset again.

o DXY-Gold: 7-day correlation flipped to +0.72 vs 90-day of -0.05. Both the dollar AND gold are
rising simultaneously — a rare dual safe-haven bid that signals genuine systemic fear.
Normally these are inversely correlated.

» BTC-Gold: 7-day correlation at -0.75 vs 90-day of -0.07. Bitcoin and gold are moving in
opposite directions — gold absorbing safe-haven flows while BTC trades as risk-on. This
divergence is the clearest signal that the market views Bitcoin as a speculative asset, not a
store of value, during crisis conditions.

These correlation breaks are crisis signatures. When assets that normally move together (or
apart) suddenly shift their relationship, it indicates a regime change in how capital is flowing.
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Structural Forces in Play

The Commodity Supercycle Thesis Strengthens

Oil above $100 isn't just about Iran. It's about structural underinvestment in production capacity
meeting geopolitical supply disruption meeting electrification demand growth. Copper remains in
a 150,000-ton deficit (per ICSG). Uranium is supported by Al data center power demand — the
IEA projects data center electricity consumption exceeding 1,000 TWh by 2030 (vs 460 TWh in
2024). Agricultural commodities (wheat above $6.50) are rising on fertilizer disruptions. The
commodity complex is flashing a synchronized supply crunch across multiple inputs
simultaneously.

De-Dollarization Accelerates Under Strain

China purchasing 90% of Iran's oil exports in defiance of US sanctions is not a temporary
arrangement — it's a structural shift in global trade architecture. The BRICS payment system is
handling growing volumes. The USD reserve share continues declining from 72% toward an
estimated 55% by year-end. The paradox: the dollar is strengthening in the short term (DXY at
100.2) because of safe-haven flows, even as the long-term structural erosion continues.

Al Disruption Meets Labor Market Stress

The NFP print of -92,000 is occurring alongside accelerating Al deployment. White-collar job
losses are beginning to exceed blue-collar losses in certain sectors. Microsoft stock is down
25% in Q1 — its worst quarterly performance since the 2008 financial crisis — as two Al-related
fears converge: the cost of building Al infrastructure and the economic destruction it may cause.
This is the paradox at the heart of the Al investment thesis: the technology works too well,
destroying the consumer economy that supports corporate earnings.

The Week Ahead: Four Data Points That Matter

Monday, March 31: Core PCE Price Index

The Fed's preferred inflation measure. Consensus expects 2.7%, but with oil above $100 and
import prices surging, an upside surprise is likely. A print above 3.0% would accelerate rate hike
pricing and pressure gold further. This is the most important data point of the week.

Tuesday, April 1: ISM Manufacturing PMI

Consensus expects 51.2 (barely expansionary). A sub-50 print would confirm the manufacturing
sector has tipped into contraction and strengthen the stagflation narrative. Watch the prices-paid
sub-component for inflation signals.
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Thursday, April 3: ISM Services PMI

Services have been the resilient part of the economy. If services PMI also weakens while prices-
paid remains elevated, the stagflation case becomes overwhelming.

Friday, April 4: Non-Farm Payrolls + Unemployment Rate

After -92,000 in the last print, another negative reading would be unprecedented in recent
memory. The unemployment rate (currently 4.4%) and wage growth data will determine whether
the labor market deterioration is accelerating.

Overarching: The April 6 Iran deadline looms over everything. If it passes without a deal, expect
oil to spike further and equities to resume selling.

Prediction Scorecard

Overall accuracy: 45.7% across 235 predictions (117 scored).

TIMEFRAME HIT RATE INSIGHT

Short-term 39.1% Tactical calls are noisy in volatile regimes
Medium-term 54.8% Structural thesis calls performing well
Long-term Too early 5 pending, 1 scored

Best-performing asset calls: VIX (63.6%), BTC (571%), macro/general (60.0%) Worst-
performing: Oil (23.7%), Silver (20.0%), SPY (10.0%)

Key Lessons This Week

 Gold $5,000 recovery call: WRONG. Overestimated the speed of central bank buying vs. rate
hike expectations. DXY strength and rising real yields proved more powerful than geopolitical
demand.

« Silver $75 support call: WRONG. Underestimated the severity of the DXY-driven industrial
metals selloff. Silver fell to $69 range, far below projected floor.

o S&P 500 breaks 6,500: CORRECT. Stagflation pricing drove the fifth straight weekly loss
exactly as predicted. The OECD inflation upgrade and rate hike pricing were the catalysts.

o BTC decoupling from equities: WRONG. Correlations can flip rapidly during regime changes.
The assumed structural decoupling lasted only days.

The system is learning that oil and peace/war binary outcomes remain the hardest to predict,
while structural regime calls (stagflation, VIX trends) are generating the best signal.
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Conviction Tracker

ASSET CONVICTION DIRECTION RATIONALE
. . Stagflation = negative real rates. 1970s playbook.
Gold +4 (High) Bullish . R
Institutional conviction rising.
Uranium 25 Sl Al power demand structural. EIA record demand
ullis
((ofoN)) (Maximum) projections validated.
. . 150K ton deficit + electrification + Al demand.
Copper +4 (High) Bullish )
Supply growth slowing.
. Iran deadline + recession data + rate hike pricing =
VIX +4 (High) Elevated .
sustained stress.
N . Cautiously Negative real rates supportive, but re-correlation
Bitcoin +3 (Medium) ) . I i
Bullish with equities concerning. Below SMA200.
. . Bullish but Reduced from +5 as diplomacy introduces two-way
o] +3 (Medium) ) . )
fading risk. Iran deal would crush premium.
Safe-haven support vs. long-term structural decline.
5)4% +2 (Low) Neutral
Paradox unresolved.
. Lost technical structure. Industrial demand thesis
Silver +1 (Low) Neutral

delayed by dollar strength.

Framework: Reading Crisis Regimes

When the macro regime shifts from "stagflation" to "crisis" — as it did this week — the standard
playbook changes. Key principles for navigating crisis regimes:

1. Correlations break. Assets that normally move independently suddenly become correlated
(or anti-correlated). This makes diversification less effective and hedging more important.

2. Liquidity evaporates first in the places that matter most. Bid-ask spreads widen, market
depth thins, and the assets you need to sell become the hardest to sell. Cash is genuinely
king.

3. Narratives compress time. What would normally take months to play out happens in days.
The market went from "soft landing" to "rate hikes priced" in less than three weeks.

4. The policy response is always late. Central banks react to data that's already old. The market
is pricing April 6 outcomes while the Fed is still digesting February data.

5. Both bull and bear cases get more extreme. The range of outcomes widens. This is not the
time to increase concentration — it's the time to increase optionality.
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Sentinel is an Al-powered macro research system. This report is for informational purposes only
and does not constitute financial advice. All data sourced from public markets, FRED, CME
FedWatch, OECD, and financial news outlets. Past performance and prediction accuracy do not
guarantee future results.

Report generated: March 28, 2026, 2:00 AM UTC

Generated by Sentinel Intelligence System | pftui.com
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