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1. Time for Quality?

The last 2 months have seen a significant short squeeze – the GS most short basket 
has outperformed the GS HF VIP basket by ~10% over this period.

“Quality” has gone out of fashion. The lower quality most short names relative to 
higher quality VIP names have been reliant on a continuation of lower equity & bond 
vol, tighter credit spreads and lower inflation.

The GS high growth high margin vs. growth low margin (i.e. growth “neutral” quality) 
perhaps indicates just how far the speculative fervour has become. The fair value gap 
to Qi model value stands at -1.8 sigma which is close to multi-year range lows.

The recent high correlation between spot price and the FVG indicates we should be 
prepared for a mean-reversion buying opportunity at current extreme levels.
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2. US Housing: Policy Tailwind, Price Headwind

Domestically, Trump’s 2026 policy push is clear: housing affordability. Understandably 
markets reacted by pushing homebuilding stocks higher. But, relative to macro, the 
move is starting to look stretched.

Qi flags XHB as 0.75 sigma (~5%) rich versus macro fair value. That’s arisen because 
while the ETF has rallied, macro-warranted fair value is flat lining. Low real rates and 
calm bond markets have helped.

But those positives are being offset by rising inflation expectations and the recent 
spike in VIX – both things XHB wants lower, not higher.

Housing relief may be coming — but XHB looks ahead of itself.
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3. Geopolitics vs. Macro in EM fx

Away from the geopolitical headlines, recent economic data appear to endorse 
the idea the US economy is running hot. Tracking US GDP has jumped from 2.0% 
annualised to 3.2%; in Qi z-score terms we’ve moved from trend to two standard 
deviations above trend.

On Qi, two Dollar EM crosses – USDMXN and USDZAR – are especially sensitive to 
domestic US growth and both now screen as over 1 sigma cheap as the fx market has 
lagged the bounce in US economic growth.
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The market’s snap reaction to this week’s geopolitics has been to push the Dollar 
lower. When geopolitics hopefully calm down and markets re-focus on macro 
fundamentals, these two crosses look ones for contrarian Dollar bulls to consider.
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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) OrdeRSq005  
(“FPO”))  or  to  persons  to  whom  it  would otherwise be lawful to 
distribute it. Accordingly, persons who do  not  have  professional  
experience  in  matters  relating  to investments  should  not  rely  on  
this  document.  The information  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  nor anything  contained  herein  shall  form  
the  basis  of  any contract  or  commitment  whatsoever.  This  
document  does not constitute any recommendation regarding 
any securities, futures,  derivatives  or  other  investment  products.  
The information  contained  herein  is provided  for informational 
and  discussion  purposes  only  and  is  not  and  may  not  be 

relied  on  in  any  manner  as  accounting,  legal,  tax, investment, 
regulatory or other advice. 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  or implied, 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 or completeness of any such information or opinions. 

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 Quant Insight 
Limited.
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