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Europe Is Finally Starting to Show Signs of Weakness Ahead

| have been waiting for Europe to show signs of weakness as the
demographics there are even weaker into recent times, and their stimulus
since COVID has not been as strong as the U.S. with its $11T fiscal and
monetary bonanza since COVID hit. This indicator is showing signs that there
could be a sharp reversal there, and maybe it's Europe that helps push the
U.S. into a badly overdue “Detox” instead of visa-versa with the Trump halo,
that | also think will not last long here.

ECB Wage Tracker Indicator Bodes Sharply Bearish for Europe

ECB Wage Tracker Signals Sharp Slowdown in 2025
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This indicator was predicting at the end of last year that wage gains should be
about 5.3% a year by year-end 2024, and that has not happened. Now, it has
dropped back to 1.5% by the 4th quarter of 2025, which is just above the



1.4% in outlook a month ago in December. If that ends up being the case then
stocks are very overvalued.

To me this is just a confirmation that the over-reaction in stimulus in the U.S.
and Europe is going to be short-lived, and the economy is dying to detox the
massive expansion and debt growth since 2009 that COVID just “blew out of
the water.”

Europe and the U.S. should feel the economy weaken and progress on
inflation slow or reverse in the next few months, and sharply it should be, or |
have to reconsider if governments and central banks in the developed world
have indeed averted a “Great Depression” with little pain... Not likely in my
view!

Harry

Got a question or comment? You can reach us at info@hsdent.com.
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