
After Kotok 

 

Every year, there is a trek made to the far reaches of Maine with a wildly 

diverse group of market participants. The views are diverse and always challenge 

priors. Given the nature of the rules – Chatham House among others, it provides 

an opportunity to test ideas, listen, and learn from others. It is a unique 

experience.  

 

PMMP Update – No Changes. 

 

Primary Takeaways –  

 

▪ Discussions revolved (or devolved) into inflation persistence / pace / 

trajectory. 

 

▪ Labor market dynamics from employment shortages to wages to the longer-term 

effects of reshoring / nearshoring.  

 

▪ There was little discussion around the “Recession” narrative. Growth pace / 

trajectory was though. 

 

▪ Energy and Food were discussed far more than normal.  

 

An underappreciated aspect of the dynamic of attending “Camp Kotok” is being 

trapped in a small boat with people. There is no escaping a conversation. You go 

deep and then deeper. Most are large canoes for 2 people and a guide, and a few 

are small boats with room for 3 and a guide.  

 

You cannot run. You cannot hide from a thought or idea. The conversations go 

deep, and they stay there until details are hashed out. For those willing / 

wanting to be challenged, it is an unparalleled experience. Same goes for those 

willing to learn and listen (even if one’s own opinions differ from theirs).  

 

Theis year, it all started with the ride to the middle of nowhere.  

 



 

(3 men in a Mini Cooper with a very interesting digital clock) 

 

After a 3.5 hour ride from the New Hampshire-Maine border to the Bangor Airport 

with Dave Nadig, the duo turned into a trio with Barry Ritholtz joining for the 

final 2.5 hour journey toward the Canadian border.  

 

There was approximately 30 minutes of chatting about cars, family, and general 

catch up – in that order.  

 

Then Dave’s phone began to record and a robust conversation around the future of 

labor began in earnest. WE HAD NOT EVEN ARRIVED AT THE LAKE, AND IT WAS GAME ON.  

 

That encapsulates why those who go to the gathering tend to never want to miss 

another one. If you aren’t trapped in a boat, you are trapped in a car. And you 

get to learn, argue, and revise priors without worry.  

 



 

(and the food in Maine in the Summer is something to behold) 

 

Which brings us to the takeaways from the gathering. (Reminder – unless there is 

a specific OK given, no attribution can be made to specific individuals.)  

 

Given the current angst surrounding a current / impending recession, it was a 

reasonable assumption to expect it to be a dominating narrative.  

 

It was not. At all. It came up. But it was far from the dominating topic of 

conversation. Its relative omission as a key narrative at a gathering of people 

concerned with markets from a predominately macro standpoint is notable. 

 



 

(roommate situation could be worse) 

 

Instead, the conversations mostly revolved around the persistence of inflation 

and the FOMC’s reaction function to it. Those are not unrelated topics. But the 

implied narrative was “the FOMC can end this growth slowdown whenever they want”. 

Therefore, the reaction function that matters for the economy / risk assets is 

inflation, inflation, and inflation.  

 

Leaving Camp Kotok for a moment is worthwhile here. Because the data matters – 

particularly when applied in the context provided above. 

 

When it comes to cracking narratives and getting to the data, housing is one of 

the more intriguing ones.  



 

(Housing is bad !?!?!) 

 

Housing was supposed to be dead. But housing is the Princess Bride economic 

variables.  



 

(slightly alive is not dead) 

 

Both Home Depot and Lowe’s reported their second quarters this week. Both were 

surprising in the same way that received little attention. The comparable store 

sales accelerated as the quarter wore on.  

 

 

(Home Depot Investor Relations) 

 

and 

 



 

(Lowe’s Investor Relations) 

 

Execution differences are obvious in the releases. But the narrative of a 

collapse in housing due to higher interest rates (whether it is new home sales or 

not) is incongruent with the actual results from two of the largest home related 

retailers out there.  

 

Home Depot and Lowe’s comps accelerated through the quarter into a series of rate 

hikes. The narrative needs editing.  

 

Bread over Bridgerton is one of the overlaps with the overarching themes 

developed in Maine. And the data this week has done nothing to extinguish that 

narrative.  

 



 

(Walmart Investor Relations) 

 

and  

 

 

(cannot eat a TV) 

 

Consumer made a pivot to food over TVs. That is not a shocking revelation. But, 

parsing earnings, it is difficult to say the U.S. consumer is dead.  

 

 



(Home Depot Investor Relations) 

 

Home Depot simply could have said, “We pushed price and got little pushback.” In 

an FOMC world that revolves around inflation, Home Depot is a problem.  

 

Everything points back to the Brainard 3. The FOMC is not going to back off in 

the face of a strong U.S. consumer and elevated inflation. With oddly strong 

earnings and commentary from key retailers, the FOMC is not going to see their 

current or even current priced future fed funds pace and trajectory as 

restrictive.  

 

 

(FOMC priced too low for the current environment) 

 

More tomorrow on the FOMC Minutes and the other takeaways from Maine.  

 

As always, comments are appreciated, feedback taken to heart, and critiques 

welcomed. Any questions regarding the portfolio, happy to answer 1-1.  

 

 

Samuel Rines | Managing Director 


