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Another volatile week unfolded as rapid developments in the Middle East 
and public comments from leaders on the conflict see-sawed markets, 
leaving investors struggling to keep up with updates. 

The Standard & Poor’s 500 Index lost 1.89 percent, while the Nasdaq 
Composite Index fell 2.07 percent. The Dow Jones Industrial Average 
declined 2.11 percent. The MSCI EAFE Index, which tracks developed 
overseas stock markets, dropped 2.01 percent.1,2 

Under Pressure 

Stocks rebounded to start the week while oil prices eased. Investors kept 
one eye on potential bargains and the other on the Middle East conflict. 
Reports of a coalition of countries possibly joining to escort tankers out of 
the Persian Gulf also gave investors something to cheer.3 

Stocks continued their rebound as investors cautiously awaited more 
developments in the conflict. Markets largely looked past attacks on tanker 
ships in and around the Strait of Hormuz, through which one out of every 
five barrels of the world’s oil exports pass.4 

An unexpectedly warm wholesale inflation reading and the Fed’s decision 
to hold interest rates steady contributed to pressure on stock prices. 

Stocks continued their slide on Thursday, albeit at a slower pace, as 
optimism that the Strait of Hormuz would reopen soon began to wane. 
However, markets managed to curb losses in a late-day relief rally.5,6 

Stocks opened lower on the final trading day of the week but stabilized 
midday. However, after Iran declared force majeure on all foreign-owned 
oilfields later in the session, stocks came under pressure again as the week 
closed out.7 



 



Fed’s Dot Plot 

The Federal Reserve held the Fed funds rate steady at the 
current 3.5 to 3.75 percent target range. In his press conference, 
Fed Chair Powell said inflation wasn’t declining as much as 
policymakers had hoped or projected. The Fed’s “dot plot” 
(voting members’ medium- to long-term projections on GDP, 
inflation, and employment) suggests that an adjustment to rates 
before year-end may still be on the table.8 

This Week: Key Economic Data 

Monday: Construction Spending* (Jan). 

Tuesday: Productivity* (Q4, revised). PMI—Services. PMI—
Manufacturing. 

Wednesday: Import Prices. 

Thursday: Weekly Jobless Claims. 

Friday: Consumer Sentiment (final). 

 

 

“Data is not information, information is not knowledge, 
knowledge is not understanding, understanding is not 
wisdom.”   

– Clifford Stoll 



 

PepsiCo spent $2.8 million last year lobbying to keep junk food 
eligible for food stamps. 

But recently, after Health and Human Services Secretary Robert 
F. Kennedy Jr. got 18 states to ban SNAP purchases of products 
like soda, candy, and processed snacks, PepsiCo announced 
price cuts of up to 15% on Doritos, Lay’s, Tostitos, and other 
Frito-Lay products. 

The company’s official explanation was “affordability.” CEO 
Ramon Laguarta cited low-income consumers are switching to 
store brands. 

But the timing tells the real story. 

The Supplemental Nutrition Assistance Program— food 
stamps— is a $100 billion per year program serving roughly 42 
million Americans. And according to the USDA’s own data, 
about 20 cents of every SNAP dollar goes to sweetened 
beverages, candy, salty snacks, and sugar. 

In fact, soft drinks alone are the single largest category of SNAP 
purchases. 

And, until last week, products from Pepsi’s Frito-Lay division 
were in 7.2% of all shopping trips paid for with SNAP (i.e. 
taxpayer-funded) benefits. 

So, when the government stopped subsidizing demand for their 
products, PepsiCo had to do something they hadn’t needed to do 
in years: compete. 



This is what the free market does— it forces companies to be 
more efficient, cut prices, and pass savings on to their 
customers. 

But here’s the thing— this is one company, one product line, 
one government program. 

Zoom out and you can see just how much price inflation in our 
daily lives is due directly to government spending— before we 
even get into monetary policy like printing money. When a 
guaranteed buyer shows up with a bottomless wallet, prices go 
up. 

Just look at college tuition. In 1965, Congress passed the Higher 
Education Act and began backing student loans with federal 
dollars. 

Since then, tuition has risen roughly three times faster than 
inflation. A year at a private university that cost $2,800 in 1963 
now costs over $85,000. 

The New York Federal Reserve studied this directly and found 
that for every dollar increase in subsidized student loans, tuition 
rose by up to 60 cents. 

The mechanism is simple: when the government guarantees the 
tuition money, universities raise prices… simply because they 
can. 

Healthcare is even worse. 

Before Medicare and Medicaid were created in 1965, the 
government’s share of healthcare spending was about 31%. 
Today it’s roughly 64%. Medicaid spending alone has grown 
from $13 billion in 1975 to over $900 billion today. 

And— shocker— healthcare prices have risen dramatically over 
the same period. The US now spends nearly $5 trillion per year 



on healthcare, far more per capita than any other developed 
country, with outcomes that are often worse. 

The pattern is the same everywhere you look: the government 
shows up with money. Prices rise to absorb it. The subsidy 
becomes permanent. The industry restructures itself around the 
guaranteed revenue. And then anyone who suggests pulling back 
the money is accused of “cutting” a vital service. 

Now consider the scale of this in America today. 

Federal spending has risen from about 18% of GDP in the 1990s 
to nearly 24% today. That means almost a quarter of the entire 
American economy is government money. 

Of this, Treasury Secretary Scott Bessent has publicly estimated 
that 10% of the federal budget— roughly $600 billion per 
year— is lost to outright fraud of the Somali daycare type in 
Minnesota. 

Then there’s the legal graft. California alone received roughly 
$100 billion in federal grants over the past few years for 
initiatives that produced nothing except more government jobs 
and campaign contributions. 

So how much of America’s economic output is actually real? 
How much is just government money making a round trip— 
borrow more debt, hand it out through some boondoggle 
program where it is spent at a PepsiCo subsidiary, counted as 
“economic activity,” making people obese… then more money 
spent on healthcare to keep them alive and paying enough taxes 
for the government to be able to pay interest on the debt… 

It’s absurd when you think about it. We don’t have a precise 
answer. But the Pepsi story gives us a clue. The moment the 
government stopped subsidizing one small corner of the 
economy, prices dropped by 15% within a week. 



RFK didn’t regulate PepsiCo. He didn’t cap prices. He didn’t 
launch an antitrust investigation. He simply stopped the 
government from funneling taxpayer dollars into unhealthy 
food… and the market corrected overnight. 

Now imagine what would happen if the government stopped 
subsidizing entire industries— the defense contractors billing 
$10,000 for a toilet seat, the universities charging $85,000 for a 
degree in gender studies, the healthcare system where nobody 
can tell you what anything costs. 

We might finally find out how much of this economy is real. 

And that, frankly, is what makes it so hard to fix. Because so 
many people’s livelihoods now depend on the government gravy 
train. 

But this trajectory has an expiration date. The federal 
government borrows $2 trillion a year to keep it all going. 
Interest on that debt already exceeds $1 trillion annually— more 
than the entire military budget— and it’s growing faster than 
any other line item. 

If rates stay elevated because inflation won’t come down, the 
cost of servicing the debt crowds out everything else. 

If the government responds by printing money to cover the gap, 
inflation gets worse. 
And it makes sense to have a Plan B that doesn’t depend on 
Washington finding fiscal discipline before the math catches up 
with them.9 
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