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Abstract

I’'m sorry that the newsletter is a few days late, but it is definitely not a few bucks short. This
newsletter talks about quantitative tightening, global supply chains, and behavior economics.
Then, it finishes with stock portfolio information and a quote from John Maynard Keynes.

Thank you and enjoy!
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1 Quantitative Tightening

The Federal Reserve’s aggressive quantitative tightening program marks a pivotal shift in the global
monetary landscape, representing one of the most significant monetary policy changes since the 2008
financial crisis. As the Fed systematically reduces its $8 trillion balance sheet by allowing bonds to
mature without reinvestment, the effects reverberate through every corner of the financial markets and
real economy. This transformation is fundamentally altering the business environment that compa-
nies have operated in for nearly fifteen years, with implications reaching far beyond just the financial
sector. The velocity of money - the rate at which it circulates through the economy - has decreased
significantly as financial conditions tighten, creating a more challenging environment for businesses to
maintain their historical growth rates and necessitating more careful attention to cash flow manage-
ment and working capital efficiency.

The immediate impact of quantitative tightening is most visible in the credit markets, where the
reduction in monetary supply has led to a sustained elevation in borrowing costs. Companies that had
grown accustomed to readily available, low-cost capital are now facing a markedly different reality.
This shift is particularly challenging for businesses that rely heavily on leverage for growth or opera-
tional funding, forcing many to undertake comprehensive reassessments of their capital structure and
financing strategies. The impact on asset valuations has been substantial and far-reaching, as the era
of elevated valuations supported by ultra-low interest rates gives way to more traditional valuation
metrics. This adjustment is particularly relevant for companies considering mergers, acquisitions, or
capital-raising activities, as the cost of capital now plays a more prominent role in investment decisions.

Consumer behavior is evolving rapidly in response to the new interest rate environment, with im-
plications cascading throughout the economy. Households are increasingly prioritizing savings over
spending, particularly as higher yields on savings accounts and fixed-income investments become more
attractive. This shift in consumption patterns is creating both challenges and opportunities across
different sectors, with some businesses seeing decreased demand while others find new opportunities in
products and services aligned with more conservative consumer behavior. The commercial real estate
sector is experiencing particularly significant adjustments under quantitative tightening, with higher
financing costs combined with changing work patterns forcing companies to reevaluate their real estate
footprint and consider more flexible arrangements. These changes have broader implications for urban
development and the future of work, affecting everything from retail locations to office space demand.

The effects of quantitative tightening on international operations and foreign exchange markets add an-
other layer of complexity for multinational businesses, with the stronger dollar resulting from tighter
U.S. monetary policy creating both opportunities and challenges for companies with significant in-
ternational exposure. This requires careful consideration of currency hedging strategies and global
pricing policies. Technology investments are becoming increasingly scrutinized under the new mone-
tary regime, and while digital transformation remains crucial for long-term competitiveness, companies
are now taking a more measured approach to capital allocation, prioritizing projects with clearer and
more immediate returns on investment. This shift is leading to more rigorous project evaluation pro-
cesses and a greater emphasis on phased implementations.

For business leaders, adapting to this new environment requires a comprehensive review of both op-
erational and strategic planning. Companies are reassessing everything from inventory management
to capital expenditure plans, with successful adaptations typically involving a combination of cost op-
timization, strategic pricing adjustments, and careful management of working capital. Organizations
that can maintain operational flexibility while building cash reserves are better positioned to weather
this transition. Looking ahead, the pace and duration of quantitative tightening will largely depend
on economic indicators and the Fed’s assessment of financial stability risks. Business leaders should
prepare for an extended period of tighter monetary conditions while remaining alert to potential policy
shifts, developing scenario-based strategic plans, and maintaining the flexibility to adjust as conditions
evolve.



2 Global Supply Chains

The global supply chain landscape is undergoing its most significant transformation since the advent
of modern globalization, driven by a convergence of geopolitical tensions, technological advances, and
lessons learned from recent disruptions. What was once a straightforward equation of cost minimiza-
tion has evolved into a complex calculation balancing efficiency, resilience, and geopolitical risk. This
transformation represents a structural shift in how businesses approach their supply chain strategies,
with friend-shoring emerging as a dominant trend. Companies are strategically relocating their supply
chains to countries with strong diplomatic and economic ties to their home markets, mapping their
supplier networks not just for cost and capability, but for political alignment and long-term stability.
This shift represents more than just risk mitigation; it’s a recognition that the geopolitical landscape
has become an integral factor in supply chain strategy.

The regionalization of supply chains has emerged as another crucial trend, with companies moving
away from global supply chains to more localized networks. This shift is driven by a combination of
factors including rising transportation costs, increasing trade barriers, and growing consumer prefer-
ence for locally sourced products. The result is the emergence of regional manufacturing hubs that
serve specific market clusters while maintaining some degree of independence from global supply chain
disruptions. The environmental dimension of supply chain management has taken on new urgency as
governments worldwide implement stricter regulations on carbon emissions and sustainable practices.
Companies are finding that compliance with these regulations requires fundamental changes to their
supply chain operations, including not only direct emissions from transportation and manufacturing
but also the broader environmental impact of their entire supply network.

Technology is playing a transformative role in enabling this supply chain transformation, with ad-
vanced analytics, artificial intelligence, and blockchain being deployed to create more transparent and
adaptable supply networks. These technologies provide real-time visibility into supply chain operations,
enabling faster response to disruptions and more effective risk management. The rise of automation
and robotics in manufacturing and logistics is accelerating this reshaping, as labor costs rise globally
and technology becomes more accessible. This trend is particularly significant as it reduces the tra-
ditional advantage of low-cost labor markets, making it more feasible to maintain production closer
to end markets. Companies that invest in these capabilities are finding they can better balance the
competing demands of cost, reliability, and sustainability.

Inventory management strategies are evolving dramatically in response to these changes, with the
traditional just-in-time model being supplemented with more nuanced approaches that incorporate
strategic buffer stocks for critical components. This hybrid approach aims to balance the efficiency
benefits of lean inventory with the security of having critical supplies on hand. The role of suppliers is
evolving from simple vendors to strategic partners, with companies investing more in supplier develop-
ment programs and building deeper relationships with key suppliers. This includes sharing technology,
collaborating on innovation, and developing joint contingency plans. Small and medium-sized enter-
prises (SMEs) face particular challenges in adapting to this new supply chain paradigm, but successful
ones are finding creative ways to participate in reformed supply chains, often by specializing in specific
niches or forming collaborative networks with other SMEs.

The human capital implications of supply chain transformation are significant and far-reaching. Com-
panies need workers with new skills in areas such as data analytics, automation management, and
sustainable operations, driving investments in training and development, as well as changes in re-
cruitment strategies. The financial implications of these changes are substantial but necessary, with
companies finding that the long-term benefits of greater resilience and adaptability outweigh the initial
investment costs. This includes reduced vulnerability to single-point failures, improved ability to serve
local markets, and better positioning for future regulatory requirements. The workforce of the future
supply chain will look very different from that of the past, requiring a fundamental rethinking of how
organizations develop and maintain their supply chain capabilities.



3 Behavior Economics

Behavioral economics has emerged as a crucial tool for business strategy, offering insights that chal-
lenge traditional assumptions about rational decision-making and providing companies with significant
competitive advantages in today’s complex business environment. Recent research has demonstrated
that understanding and accounting for cognitive biases can fundamentally transform how companies
approach everything from pricing strategies to employee motivation. This is particularly relevant in
today’s complex business environment, where traditional economic models often fail to fully explain
market behavior. The integration of behavioral economics into business strategy represents a funda-
mental shift in how companies approach decision-making at all levels, with implications reaching across
every aspect of business operations from customer experience to organizational change management.

The application of behavioral insights to pricing strategy and customer experience has yielded par-
ticularly powerful results, revolutionizing how companies approach these critical areas. Traditional
pricing models assume that customers make purely rational decisions based on value and utility, but
behavioral research shows that factors such as anchoring, framing, and reference prices play crucial
roles in purchasing decisions. Companies that have successfully incorporated these insights into their
pricing strategies are seeing improved customer acceptance and higher profit margins. In the realm of
customer experience, behavioral insights are helping companies design more effective user interfaces
and customer journeys by understanding cognitive load, decision fatigue, and choice architecture. This
extends from digital interfaces to physical store layouts and service design, where small changes based
on behavioral principles can lead to significant improvements in customer satisfaction and sales.

Employee motivation and performance management are being transformed by behavioral economic
principles, with companies discovering that traditional incentive systems focusing solely on monetary
rewards often miss crucial aspects of human motivation. Research shows that social incentives, recog-
nition, and well-designed choice architecture can have an equal or greater impact on performance than
financial incentives alone. Leading companies are redesigning their management systems to account
for these behavioral factors, resulting in improved employee engagement and productivity. The role of
social proof in decision-making has become increasingly important in the digital age, with companies
finding new ways to leverage social influence and network effects to drive the adoption of products and
services. This includes sophisticated referral programs, community-building initiatives, and strategic
use of social media influence.

Risk perception and management are being revolutionized by behavioral economic insights, as tra-
ditional risk assessment models often fail to account for how humans actually perceive and respond
to risk. Companies are now incorporating behavioral factors into their risk management frameworks,
leading to more effective risk communication and mitigation strategies. This is particularly relevant in
areas such as cybersecurity, where human behavior plays a crucial role in system effectiveness. The ap-
plication of behavioral economics to organizational change management has revealed new approaches
to implementing large-scale transformations, with companies using behavioral research techniques to
better understand and overcome resistance to change, leading to more successful transformation ini-
tiatives.

Innovation and product development processes are being enhanced through the application of be-
havioral insights, with companies using behavioral research techniques to better understand customer
needs and preferences throughout the development cycle. Decision-making processes at the executive
level are being redesigned to account for cognitive biases, with companies implementing structured
decision-making frameworks that help overcome common biases such as overconfidence, confirmation
bias, and groupthink. The investment in behavioral economics capabilities is creating new roles and
responsibilities within organizations, including behavioral scientists, experimental designers, and data
analysts who work together to identify opportunities for applying behavioral principles and measuring
their impact. Looking ahead, the field continues to evolve, with new insights emerging from areas such
as neuroscience and artificial intelligence. Companies that build the capability to quickly incorporate
these insights into their business practices will have a significant advantage in understanding and in-
fluencing both customer and employee behavior.
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Working on a stock portfolio

Previous six months

Stock  Weight % Start price End price Change %

AMZN Amazon Com Inc 193.49 224.19 15.86

CB Chubb Ltd 256.93 271.73 05.76

C Citi Group 63.65 71 11.54

LLY Eli Lilly & Co 911.77 781.98 -14.23

MSFT  Microsoft Corporation 448.66 423.35 -05.64

MU Micron Technology Inc 130.5 89.87 -31.13

NRG NRG Energy Inc. 78.83 98.5 24.95

NVO Novo Nordisk A/S 143.59 87.65 -38.95

PLTR  Palantir Technologies Inc. 25.48 79.89 213.54

RCL Royal Caribbean Cruises Ltd  159.75 228.94 43.31
Portfolio: Quarterly Returns: 22.50% Yearly Returns: 26.58%
SNP 500: Quarterly Returns: 8.49% Yearly Returns: 12.71%

Difference: +14.01% Compared to SNP. YAY :)

Retrospective: I do not think anything went necessarily wrong but I think I shouldn’t have more

than

one specific industry group in the portfolio, for example, LLY and NVO went really negative.

The new portfolio will be:
These stocks are out: LLY, MSFT, MU, NVO, PLTR, RCL
These stocks are in: MRNA, CZR, AMD, DAL, LMT, NVDA

Final

01.
02.
03.
04.
05.
06.
07.
08.
09.
10.
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This

portfolio for the quarter:

Advanced Micro Devices Inc
Amazon.com Inc

Citigroup Inc

Chubb Ltd

Caesars Entertainment Inc
Delta Air Lines Inc
Lockheed Martin Corp
Moderna Inc

NRG Energy Inc

NVIDIA Corp

John Maynard Keynes
”Markets can remain irrational longer than you can remain solvent.”

quote captures a fundamental truth about financial markets - even if you correctly identify that

something is mispriced or irrational, the market might not correct itself quickly enough for you to
profit from that knowledge. It’s a warning about the risks of betting against market momentum, even

when

you think you're right.



6 Disclaimer

The information provided in this newsletter, including all text, analyses, reports, forecasts, and charts,
is for informational purposes only and does not constitute financial, investment, or other professional
advice. It is not intended to be a comprehensive study nor to provide specific advice for any in-
dividual or entity’s particular situation. Readers should not act upon the information contained in
this newsletter without seeking professional advice from a qualified financial advisor or investment
professional.

The content of this newsletter is based on information that is considered to be reliable, but its
authors does not guarantee its accuracy or completeness, nor do they assume any liability for any
direct, indirect, or consequential loss that may result from reliance upon such content. Opinions
expressed herein are subject to change without notice.

Investing in the stock market involves a high degree of risk, including the loss of all or a portion
of your investment, as well as emotional distress. All investments and investment strategies have the
potential for profit or loss, and past performance is not a guarantee of future results.

I do not hold any responsibility for any investment decisions made by readers. This newsletter does
not aim to provide investment advice tailored to individual readers’ financial situations or investment
objectives, nor does it aim to recommend any specific financial products. Readers are advised to con-
duct their own due diligence or consult with a qualified financial advisor before making any investment
decisions.

I am not a registered investment advisor or broker/dealer. All financial and investment decisions
should be made with an understanding of the risks involved and based on your own judgment and
circumstances.

By reading and accessing this newsletter, you acknowledge and agree that any use of the information
provided herein is at your own risk.
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