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Stop hunting for the magic number in bond yields
That’s not how bond market risk transmits to equities.

Equity managers need to know how shifts in the bond market impact theirrisk profile. But
searching foramagic numberin 10y yields is misguided.

The transmission mechanismis more nuanced. It operates via three distinct channels:
yieldlevels, curve shape andrate volatility.

Qimeasures the orthogonal exposure of each equity sector to all three.
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What stands out?

e XLE & XLK: the only sectors comfortable withrising yields and bear flattening. XLK has
the Altailwind but XLE looks a saferhome if rate vol picks up

e XLU & IYR: textbook bond proxy /rate sensitive play. Okay with a flatteryield curve
but only whenit’s the bullish kind with lower long yields and lower rate vol

e XLB: tolerant of rising yields, but the most exposed sectorif rate vol spikes

e XLP: triple headwind - dislikes rising yields, needs curve steepening and lower rate vol.

e XLV:nuanced.Yield-sensitive but rate vol provides a partial buffer. More
idiosyncratic, less macro-driven




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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