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1. Credit Overshoot?

Risky assets beware - relative to macro conditions, US HY spreads look too tight.

US HighYield spreads have pushed to almost 1sigma through Qi macro fair value.
Qimodel confidenceis high (?1%) and been remarkable stable ever since last April’s
Liberation Day.

Qimodelvalue has also been stable of late. Macro-warranted fair value has been around
the 315bp level foraround 3 months now and does not “justify” the recent leg tighter.
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Macro Relevance

Credit technicals may remain supportive but macro fundamentals suggest poorrisk-
reward down here. With tight credit spreads underpinning easy financial conditions,
equity risksrise if HY blinks.
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2. Time to take the other side of the “broadening” trade?
The equity rotation trade looks stretched across multiple index RV pairs

The equity broadening story reflects confidence in growth and easy financial
conditions, but also a clear erosion of the US exceptionalism trade as investors rotate
into cheaperinternational equities.

Thisis evidentin the rotation out of US mega-cap techinto small caps, equal-weight
indices, and Europe vs the US — now stretching valuations on Qi’s model:

e QQQvsIWMtrades1.8c below modelvalue, near multi-year lows
e SPYvsEFAtrades1.8cbelow modelvalue, at 3-yearlows
e RSPvsSPY trades1.2c above fairvalue, at 3-year highs

In parallel, metals look overbought and USD weakness is extreme — all as large-cap
tech earnings begin. Notably, IWM has still outperformed YTD despite higherinflation
expectations andrisinglong-endyields.
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3. US Energy - Early Leadership, Late Entry?
In Qi FVG terms, XLE is at all-time rich valuations.

Energy is now the top performing US sector year-to-date. The rally means XLE now sits
over 2 sigmarich to macro on Qi, an all-time highin Qi FVG terms.

Macro model value is moving higher; but the suggestionis the early 2026 rotation has
moved ahead of macro fundamentals.

There are goodreasons to believe in an energy catch-up trade, and that we’re in the
early stages of anew leadership regime. But, for the tactically minded, there may be
merit in waiting forretracements and better entry levels.
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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, personswho 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 Q, 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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