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1. S&P500’s Quiet But Dangerous Addiction

Qi’s SPY model shows sensitivity to US rate volis at 10 year lows. In simple terms, the
fallinthe MOVE index has been a major tailwind for equities.

The problemis asymmetry. When dependence onlow rate vol gets this extreme, any
spike matters more.
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There are plenty of ways that calm gets tested — SCOTUS on Trump tariffs,
commodity-ledinflation pressure, deficit anxiety, Fed successionrisk.

2025 worked because bonds stayed quiet after April’s shock. Equities are now priced
forthat to continue. That’s a potential vulnerability.
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2. Breaking the Addiction: Sector Rotation

Rotationis a key theme for2026 - US vs. RoW, tech versus cyclicals. But how are these
allocationsimpacted if rate vol spikes?

The two book-ends are Tech where XLK sensitivity is deeply negative & falling, and
Healthcare where XLV benefits from higherrate vol. This is a one-factor snapshot only
but the pictureis clear.

A docile bond market & XLK benefits; resurgent bond vigilantes & XLV is a good place
to hide. Intuitive but Qi’s sensitivity analysis provides strong empirical conviction.
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There’s no valuation edge in either model currently but there is one additional
observation worth making. There is only one model with even bigger negative
sensitivity than the Tech sector - GVIP. Itis the ETF most reliant on a benignrate vol.

Put anotherway, popular HF long picks are the most vulnerable to abond scare.
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3. EM Bond Joins the Rotation

The rotation into Emerging Marketsis not unique to equities. EMbonds are also a
popularlong for2026 as well.

Qi’s modelfor EMB (the ETF tracking JP Morgan’s Hard Currency EM bond index) sits
0.5 sigma cheap to macro fairvalue. That’s not a big FVG in outright terms but is at the
cheap end of recentranges.
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Qimodelvalue haslost alittle momentum but is still trending higher. Spot EMB stalled
completelyin Q4 - hence the modest FVG.

Macro relevanceis high (77%) & stable. And the macroregimeislargely asyou’'d
expect with a distinct Goldilocks feel - reflation, easy money, healthy risk appetite. If
Trump delivers a dovish Fed Chair and fiscal keeps the economy running hot, this looks
like a decent entry point for EM bond exposure.
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Disclaimer

This document is being sent only to investment professionals
(as that term is defined in article 19(5) of the Financial Services
and Markets Act 2000 (Financial Promotion) OrdeRSqO05
(“FPO”)) or to persons to whom it would otherwise be lawfulto
distributeit. Accordingly, persons who do not have professional
experience in matters relating toinvestments should not rely on
this document. Theinformation contained herein is for general
guidance and information only and is subject to amendment or

correction.

This document is not directed to, or intended for distribution
to or use by, any person or entity who is a citizen or resident of
or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would
be contrary to law or regulation. This document is provided
for information purposes only, is intended for your use only,
and does not constitute an invitation or offer to subscribe for
or purchase any securities, any product or any service and
neither this document noranything contained herein shall form
the basis of any contract or commitment whatsoever. This
document does not constitute any recommendationregarding
anysecurities, futures, derivatives or otherinvestment products.
Theinformation contained herein is provided forinformational

and discussion purposes only and is not and may not be

relied on in any manner as accounting, legal, tax, investment,
regulatory or otheradvice. Information and opinions presented
in this document have been obtained or derived from sources
believed to be reliable, but Quant Insight Limited (QI) makes
no representation as to their accuracy or completeness
or reliability and expressly disclaims any liability, including
incidental or consequential damages arising from errors in
this publication. No reliance may be placed for any purpose on
the information and opinions contained in this document. No
representation, warranty or undertaking, express orimplied, is
given as to the accuracy or completeness of the information or
opinions contained in this document by any of QI, its employees
or affiliates and no liability is accepted by such persons for the

accuracy orcompleteness of any suchinformation oropinions.

Any data provided in this document indicating past
performance is not a reliable indicator of future returns/
performance. Nothing contained herein shall be relied upon
as a promise or representation whether as to past or future
performance. This presentation is strictly confidential and may
not be reproduced or redistributed in whole or in part nor
may its contents be disclosed to any other person under any
circumstances without the express permission of QuantInsight
Limited.
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