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1.FX Disconnect – AUDCHF at Extremes

The cross at a rare ~3σ rich level

Equities were priced for another Venezuela, not a 4–5 week protracted conflict. 
Hence risk-off.

The bond market is pricing Iran as a stagflation shock rather than recession or flight-
to-quality. Real yields are higher.

FX is less coherent. A firmer Dollar fits, especially given crowded shorts, but on Qi the 
broad Dollar ETF (UUP) is now ~1.5σ rich. With only 60% model confidence, positioning 
and momentum may dominate near term.

More striking: AUDCHF has pushed to ~3σ rich. That’s only the second time in our 
database (back to 2009).

FX appears to be siding with bonds: commodity shock first & foremost. But Qi model 
value has slipped below 0.53 as higher VIX and wider credit spreads weigh. The Aussie 
has ignored deteriorating risk appetite so far. If equities drag the narrative back to 
outright risk aversion, AUDCHF looks exposed up here.
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2. Taiwan Crowded Trade

EWT trades near 5-year valuation extremes

EWT is one of the most crowded high-beta RoW trades. Dimon called inflation the 
“skunk at the party” — if crude lifts breakevens and real yields, long-duration equities 
feel it. That’s the transmission risk.

Qi’s model leans on low rate vol, low equity vol and a weak dollar. A reversal there 
pressures fair value. Semis may have a structural AI bid, but cyclically they’re still driven 
by liquidity and the global growth impulse.

EWT is ~24% TSMC and ~66% tech — effectively leveraged AI beta with added FX and 
geopolitical risk.

At ~1.2σ rich to Qi fair value (near 5yr highs) and with model confidence elevated for a 
year, this hasn’t been noise. Spot is starting to roll toward a falling model value.
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3. Oil Shock Trade Overextended

Geopolitical risk pushes XOP to extreme macro overvaluation

XOP was already trading rich to Qi model value before Iran – rotation into late-cycle 
value laggards, good dividend yields and a desire for real asset exposure.

With the additional geopolitical risk premium from the Strait of Hormuz risk, fuel has 
been added to the existing move.

XOP now trades at +2.6 sigma above Qi model value. To put that in context, this is the 
highest FVG since 2009. In other words, asymmetry risk is rising. Spot and FVG have 
tracked well i.e. signal validity is high if it wasn’t for the Iran escalation. 

So be mindful, the sector has shifted from hedge to consensus given this cited valuation.



+44 2037519400
info@quant-insight.com
www.quant-insight.com

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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