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1. QQQ vs. IWMdisconnect opening up
QQQ trades cheap vs IWM despite supportive macro; the risk-
reward favours large caps into earnings.
2. Iran Shock Hits Germany. DAX Now Rich
DAXis rich as growth collapses: clean setup for macro catch-down.
3. EU Financials: Credit Flashing Amber
SubFin spreads look too tight as macro momentum stalls; risks

building into earnings.
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1.QQQ vs. IWM disconnect opening up

QQQ & IWMare +5% YTD and +12% YTD. The conundrum is that we have seen small
cap outperformance despite financial condition indices not returning back to their pre
Iran Shock levels.

On Qi’'s model, QQQ relative to IWM sits 1 sigma below model fair value. Infiation
expectations are a top driver of this disconnect. Inflation expectations remain close
to 6mth highs - despite the ceasefire extension, the extent of oil damage continues to
linger.

With market breadth remaining poor, chasing secular winners over beta has appeal.
Below, we show the FVG of this pair vs. spot price action - the strength of the
relationship indicates that macrois onside for QQQ relative to IWM, just as we enter
into the heart of tech earnings season.
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2.Iran Shock Hits Germany. DAX Now Rich

The DAXis 1.20 (3.1%) rich to macro, with economic growth the dominant driver. That’s
very much therich end of QiFVGranges.
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The growth backdrop is deteriorating fast. ZEW comes with health warnings but is
awidely watched barometer for German business confidence; and it has dragged
tracking German GDP from +2.8% mid-March to around zero, pointing to early signs
of Iran-related spilloverinto economic activity.

That’s prompted Qi’s macro-warranted fair value to roll over, but equities haven’t
adjusted. If the narrative shifts toward recession risk, DAX looks a clean expression of
that downside.
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3. EU Financials: Credit Flashing Amber

EU banks surged 148% in 2025 and were the best performing equity sector. In 2026,
they’re barely up 2%.

Focus now shifts to earnings, with BNP Paribas reporting next week. Bottom-up
analysis will look forimpressive IB trading volumes, resilient loan demand and stable
provisions, echoing US peers.

The top-downview is less supportive. SubFin spreads have retraced ~75% of the 50bp
widening over Feb/March, but momentum has stalled. Qi model value is tentatively
edging wideronce again.

At ~1o (10bp) too tight, creditis flashing an amber signal into earnings.
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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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