
MacroVantage
1. Rich insurance

POWA offers margin stability & defensive qualities but, at almost 2σ rich to
macro fair value, insurance looks expensive.

2. A cheap hedge against a pre-emptive Fed
The bearish forces driving 30y UST yields are well established. And maybe
starting to look fully priced? Time to consider a hedge if the Warsh Fed
surprise with an early rate hike?

3. Copper over Gold
Gold’s August outperformance has created a divergence pattern on Qi.
Both commodities have strong bull narratives, but copper now has a cleaner
tactical entry point.
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MacroVantage
1. Rich insurance

Invesco’s Pricing Power ETF POWA provides exposure to stable, high-quality cash-flow
businesses. The kind of companies that provide margin stability.

As such it’s a proxy quality play investors may choose as a hedge in a sticky inflation,
rates higher-for-longer type world. But one to avoid if you believe in the bullish
scenario of strong earnings propelling markets to new highs.

Macro is intuitively important for such a strategy - Qi model confidence sits at 80%.

And, right now, macro momentum is flat lining with Qi model value treading water in an
88-89 range for over 3 months.

The ETF itself has rallied hard in the last month & now sits almost 2 sigma (4.6%) rich to
macro conditions.

Such an extended FVG is rare suggesting, from a macro perspective, valuation is
stretched.

And, over the last year, strong correlation suggests risk-reward favours the gap closing
by the market catching down.
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MacroVantage
2. A cheap hedge against a pre-emptive Fed

Macro momentum continues to point higher US Treasury yields driven primarily by
inflation & rate volatility. At the margin, however, there’s a split opening up at opposite
ends of the yield curve.

On Qi 2y yields are around 20bp too low in yield terms. 30y yields, however, have run
further & faster than macro conditions warrant - they sit around 10bp above macro fair
value.

The arguments for bear steepening are well established but potentially also largely
priced.

Qi has both the 2s10s & 5s30s curves as around 1 sigma too steep; and the snapshot
above suggest in outright terms the twist in the yield curve is starting to move towards
extended territory.

It’s counter-intuitive for many. Deficit/inflation pressures remain & the consensus fear is
a Warsh-led Fed sits behind the curve. But maybe the contrarian opportunity here is for
bears to consider shifting their focus from 30yrs to 2yrs?

Qi suggests we’re approaching efficient levels for anyone wanting a cheap way to
express an early, pre-emptive Fed rate hike.
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MacroVantage
3. Copper over Gold

Both copper & gold have powerful long-term narratives that point to further upside.

But they will perform in different stages of the business cycle & market risk appetite
which means there will be tactical opportunities to tweak allocations.

And, right now, macro conditions suggest copper is the more efficient play.

Qi’s model of the RV between copper & gold futures is back in macro regime for the
first time in over a year. The model suggests higher real yields & a stronger Dollar have
become the key driver of the pair, benefitting copper over gold.

But August has seen a reversal of the stronger Dollar & back-up in real yields allowing
gold to outperform.

Qi suggests the market has moved too far, too quickly thereby creating a -1.1 sigma
(10.8%) Fair Value Gap.

This is not a bearish call on gold in outright terms. It is a suggestion that, at these levels,
copper offers the more attractive entry level.
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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) Order 2005 (“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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