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What's driving the S&P right now — and what to watch.

The market is following the growth channel, not financial conditions. But the macro
engine has stalled — and one exposure is worth watching.

A factor-model read of the rally since the March low.

Stocks follow the growth channel

Since the late-March low, the S&P has rallied 18% — and the macro factors moved with
it. Credit at its maximum reading (+0.93) is the tell: if this were a financial-conditions
scare, credit would be breaking the rally, not riding it. This is a growth tape.
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The catch: rate-vol fragility

As the market climbed, its exposure to rate volatility deepened in lockstep — now at its
9th percentile in a decade. The vulnerability has built inside the rally, not apart from it.
Not a call that vol rises — simply that the book has rarely been more geared to it if it
does.

Front-loaded — the engine has stalled

Of the +8% since mid-April, only ~+2% came from macro factors. The other +6% was
idiosyncratic — the AI-driven single-stock story. And the macro engine has stalled:
factor return has been flat since mid-May, with the index treading water on idio alone.
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The engine has paused — watch if it re-engages

Positioned, but not moving. The exposures are still elevated — real rates, growth,
credit. But high exposure is a level; return needs those factors to keep moving. They've
stopped.

Leaning on idio alone. The growth tailwind that drove April–May has paused. The rally is
now carried by stock-specific strength — which itself wobbled in June.

The cushion is gone. With factor return flat, the rate-vol fragility matters more now than
in April. Macro hasn't turned against stocks — the question is whether it re-engages.

Risk-on legs at their ceiling. Rate-vol at the floor. That's the asymmetry to watch.
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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) 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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