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1. Equity bears need aPlanB?
Macro endorses the defensive rotation. Price has moved ahead of it.

2.Poorrisk-rewardin credit

Spreads keep tightening. Macro isn’t. Watch credit as closely as rates.

3.Bonds vs Commodities: more to give
Spot has fallen 7%. Qi fair value has fallen 26%. Macro hasn’t finished

pricing through.
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1.Equity bears need a PlanB?

As high beta & momentum areas of the market wobble, equity investors are once
again thinking about allocations to more defensive areas of the market. Consumer
Staples versus Consumer Discretionary is an obvious RV pair to considerin that
scenario but, relative to macro, Staples have already moved along way.

In market cap terms, XLP sits 1.10 (6.3%) rich to XLY. In equal weighted terms, RSPS sits
2.40 (8.8%)richto RSPD. That is towards the very richest end of Qi FVG ranges.

Both models show Staples defensive properties. Higher VIX, wider credit, slower
economic growth support Staples outperformance. That means macro fairvalue is
inflecting higher forboth - macro conditions support XLP / RSPS.

But markets have moved ahead of macro momentum. In short, equity bears should
know these aren’t optimallevels to chase & maybe try to find alternative safe havens.
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Invesco S&P 500 Equal Weight Consumer Staples ETF [US46137V3731 | RSPS US Equity | 126.1.RSPS | BZ031X3)/Invesco S&P
500 Equal Weight Consumer Discretionary ETF [US46137V3814 | RSPD US Equity | 126.1.RSPD | BZ031W2]
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2. Poorrisk-reward in credit

All Qi’'s models for credit show high R-Squared (macro has strong explanatory power)
& show US / European credit spreads as too tight (rich to macro).

In Europe, Fair Value Gaps for Main & XOver are “only” 0.6c too tight. The extreme is US
High Yield which now sit 1.30 (27bp) rich to aggregate macro conditions.

In short, macro-warranted fair value is flat-ling, stuck around 350bp foraround a
month now. The most recent rally has not been justified by macro conditions.

Therecentrise in government bond yields & bond volatility has started to attract more
attention amongst equity investors. They remain critical, but don’t take your eyes off
the corporate credit side of the bond market. A spread widening could be a potential
bearish catalyst forrisky assets more broadly.
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3. Bonds vs Commodities: more to give

Bonds and commodities want opposite things from inflation. GOVT vs EXXY is the
cleanest expression of that asymmetry, and the ratio has compressed sharply over the
past year as the Middle East oil shock kept inflation pressure live.

What’s new is that macro has now firmly taken the wheel. Qimodel confidence hasrisen
from below 65% last summer to 88%, climbing steadily since mid-February.

Theratio screens +1.290 (16.7%) rich to Qi fair value, towards the high end of its 5-year
range. The gap has widened during the bear move itself. Over the last four weeks spot has
fallen7.28%; Qimodelvalue has dropped 25.82%.

The de-ratingis concentratedin central bank rate expectations. The same factor that
pulls Treasuries down sustains the commodity bid, compressing the ratio from both
sides.

With central banks staying cautious as oil-driven inflation pressure persists, GOVT vs
EXXY has further to give.
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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, persons who 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 QI, 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
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