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Weekly Analytical Briefing: Navigating
the Market's Inflection Point

Key Insights & Actionable Strategies for the Proactive Investor | August 20-24, 2025



Executive Summary: The Market on a Knife’s Edge

The market environment has shifted. The focus must move from chasing
passive momentum to active risk management and tactical rotation.
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1. Macro Crosscurrents

The Fed is poised to cut rates, but sticky
inflation and a weakening labor market
(evidenced by major downward NFP
revisions) create profound uncertainty. The
risk of a policy error is high.
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2. The Great Rotation

The Al-led Mega-Cap rally is showing
technical and fundamental fatigue. The
primary opportunity is a tactical shift into
undervalued Quality, Cyclicals, and
critically, Small Caps.

3. Volatility is Deceptively Cheap

A clear opportunity exists to purchase
portfolio protection ahead of a cluster of
significant near-term event risks (Jackson
Hole, NVDA Earnings, September FOMC).
Current pricing on options is near multi-year
lows.

4. Catalyst-Driven Alpha

Broad market beta is no longer the easy
trade. Alpha generation requires specific,
thesis-driven approaches to unique
situations in single stocks (e.g., Intel) and
alternative assets (e.g., Gold).



Portfolio Decision Checklist: Your Tactical Playbook

Specific, actionable steps for the next 1-3 weeks, based directly on the
report's '‘Action-list.

« HEDGE

» Buy protection for the late Aug/Sep event window.
e Action: Purchase SPX/QQQ put spreads or VIX calls. Note: 1-month QQQ implied volatility is near
multi-year lows, making hedges historically inexpensive.

ROTATE
» Reduce exposure to crowded Al/Mega-Cap names.
» Action: Partially take profits in Mag7/Al-beneficiaries. Reallocate capital to Small Caps (IWM) and
Quality Cyclicals (Industrials, Banks) with positive FCF.

TRADE
e Engage in short-term tactical trades with small size and tight risk controls.
» Action: Play the high-beta momentum bounce from technically oversold levels. Trade the Intel
“headline risk” via options (collars/calendars).

POSITION
e Implement macro views with targeted instruments.
» Action: Establish yield curve steepeners (2s5s). For commodities, play the relative value spread:
Long Gold / Short WTI crude oil.

v
v/




The Fed’s Tightrope Walk: Navigating Rate Cuts
Amid Sticky Inflation
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Bear Case: The labor market cracks,

30 % confirming the warning signal from

payroll revisions. A recession ensues,

PROBABILITY  potentially deeper than the market __ .
anticipates, despite Fed action. "Large downward revisions are typical at cyclical turning points.

Investors should take this weak signal seriously.”
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A Rally Built on a Fragile Foundation: Valuations are
“Pornographically Overextended”

The market is trading at levels that have historically preceded major drawdowns of 40%+. Current prices
leave no room for error in a macro environment that is far from certain.

CAPE Ratio Price / Sales Ratio Buffett Indicator
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Cracks in the Market’s Engine: From Hype to Reality

Technical Warning Sign Hyperscaler Capex vs. Revenue Share of Top 10 Companies in S&P 500
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The Compelling Case for Small Caps: Rotating Into the Market’s Undervalued Engine
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1. Attractive Valuation
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3. Improving Fundamentals
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2. Positive Momentum
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4. Contrarian Positioning
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The confluence of attractive valuation, technical momentum, improving earnings revisions, and extreme contrarian
positioning creates a compelling opportunity for a strategic rotation into small-cap stocks.



Buying Insurance When It’s On Sale:
The Case for Cheap Volatility Hedges

The Underlying Risk Signal The Event Horizon
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Deep Dive: Gold as the Ultimate Confidence Hedge

The Core Thesis

il (2

1. Conviction Buyers

Central Banks, ETFs, Speculators. They are
thesis-driven, buying based on geopolitical risk,
de-dollarization trends, and a loss of faith in the

credibility of fiat currencies and institutions.

Their buying sets the price trend.

SETS THE TREND
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2. Opportunistic Buyers
Emerging market households (e.g., China,
India). They are price-sensitive and

provide a floor for the price when
conviction buyers are absent.

Key Insight for Investors:
Owning gold is not just a bet
on inflation. It is a premier
hedge against institutional
credibility risk—the risk
that markets lose faith in
the ability or willingness of
central banks to maintain
stability.

Supporting Visuals
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Deep Dive: Trading the Headlines on the Intel Turnaround

This is a short-term, catalyst-driven trade based on a powerful narrative shift, not a fundamental

investment in the core business.

T

Key Catalysts Key Risks & The Bear Case
(Positive) (Negative)

» Capital Injection: SoftBank’s
strategic ~$2 billion investment at

"Additional investment does not solve
Intel's main problem: the company

~$23/share. doesn't have enough customers.”

« Government Backstop: Active
discussions for the US Government o Analysts remain skeptical, noting
to convert CHIPS Act subsidies into that government capital may force
an equity stake of up to 10%, inefficient capital allocation and that
effectively making it the largest giving up 10% of the company for
shareholder. funds that were already allocated as

grants is a poor deal for shareholders.

B
Portfolio Decision &
Invalidation Triggers

« Action: Frame as a tactical trade

using options (collars, calendar
spreads) to define risk and play the
news flow.

Invalidation: The thesis weakens
significantly if Intel fails to announce
new, large-scale customer contracts.
Without tangible business wins, the
capital injections are just a
temporary lifeline.



Cross-Currents: A Snapshot of Other Forces
Shaping the Landscape
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Consumer Strain is Real

Evidence suggests household
sensitivity to price remains high.

« Nearly 50% of adults now order kids'
meals for smaller portions and lower
prices.

» Fast-food chains are struggling with a
“$10 psychological ceiling” on combo
meals.

« Sales of higher-priced plant-based
foods declined 4% in 2024.

A Bifurcated Housing Market

The picture is complex, driven by high
rates and affordability issues.

» Housing starts for multi-family units
hit a two-year high (a “renter
nation”).

» Building permits have fallen sharply.

» The pipeline of single-family homes
under construction remains clogged,
suggesting builders are delaying
completions.

Shifting Global Capital Flows

Geopolitics and policy are having a
direct impact.

e China and India are coordinating on
trade, a significant geopolitical shift.

» Remittances to Mexico have hit a
decade low, linked directly to stricter
US immigration policies and fears of
deportation.



Risk Dashboard & Thesis Invalidation Triggers

What could go wrong with our thesis, and the specific market signals to watch.

Risk

1. Al Mania Re-
accelerates

2. A Perfect 'Soft
Landing’

3. Small-Cap False
Dawn

4. Geopolitical Shock

Description

The recent fatigue is just a pause, not a peak. New
breakthroughs or evidence of rapid monetization could
reignite the momentum trade.

The Fed successfully navigates policy to crush
Inflation without a significant rise in unemployment.
Economic growth re-accelerates smoothly.

The recent outperformance is a temporary blip, not the
start of a new leadership cycle. Large-cap quality
remains the default leadership.

An unforeseen geopolitical event scrambles current
correlations and triggers a flight to safety in the US
Dollar and Treasuries, upending rotation theses.

Invalidation Trigger to Watch

NVDA earnings (Aug 27): A significant beat
on revenue and, more importantly, a major
upward revision to future guidance.

| Successive inflation prints (CPI/PPI) coming

in cooler than expected, combined with NFP
reports that are stable (not too hot, not too

| cold).

IWM/RTY futures fail the technical breakout
and fall back into their previous trading range
(e.q., a decisive close back below the 2300

level).

A significant escalation in a major conflict or a
new crisis event.



Conclusion: A Time for Proactive Positioning

The easy, beta-driven gains of the past year are over. The current market, defined by macro uncertainty,
extreme valuations in pockets, and emerging opportunities elsewhere, is one that rewards active
management. Success will be determined by the ability to execute on three parallel strategies: Hedging
tail risk, Rotating into undervalued assets, and executing on catalyst-driven Trades.

L.

Are you adequately
hedged?

Is your portfolio prepared for a
volatility spike given the low cost
of protection and the dense
calendar of upcoming event risk?

L

Are you overly
concentrated?

Does your exposure to the handful
of Mega-Cap leaders reflect the
growing signs of technical fatigue
and fundamental disconnects?

9

Where will your
alpha come from?

In @ market where broad index
returns may be muted, have you
identified specific, undervalued
assets (like Small Caps) or unique
situations (like Intel) that can drive
performance?



Appendix: Key Supporting Data

Module 1
Breakdown of America’s 5 Wealth Classes

Moat Navy Median Household Net Worth by Age, 2022 | Inter
Class Net Worth Threshold Under 35 |88 539,000
Bottom 25% <§29.300 net worth 35-44 $135,600
Lower middle class ~ $29,300 to $209,000 net worth 4554 $247,200
Upper middle class ~ $209,000 to $714,000 net worth 55-64 $364,500
Upper class $714,000 to §2.1 million net worth 65-74 $409.900
Wealthiest 10% >$2.1 million net worth 75+ $335,600
Module 2

Home Depot Q2 Earnings Summary

Metric Q2 Result Expectation  Revenue
EPS £42.92B £42.23B

Gross Margin 33.1% 33.0%

Avg. Ticket £90.12 £89.90 £89.90
Transactions 475.4M 475.0M 475.0M

Module 3

Factor Performance Around
Fed Cuts

Median 6-Month Factor Return When Fed Cuts
After Hold | Inter

Volatility (low vs. high) +3.8pp

Momentum

(leaders vs. laggards) +3.5pp

Growth (high vs. low) +3.1 pp

Returns (high vs. low) +3.0 pp

Valuation '
(low vs. high) 0.1pp

Margins '
(high vs. fow) 0.1pp

Size (small vs. large) 0.7 pp [l

Dividend yield
(high vs. low)

Balance sheet i
(strong vs. weak) 25pp

(4) (2) 0 2 4
Long/short factor return (pp)

12pp |




MoatPeak — Independent Research
MoatPeak is an independent macroeconomic and sector-focused research platform dedicated to helping
investors navigate complex market regimes through scenario-based analysis, institutional synthesis, and
disciplined risk frameworks.
Our research integrates insights from global investment banks, asset managers, and macroeconomic data
sources, translated into clear, actionable perspectives for long-term, strategic investors.
MoatPeak is not affiliated with any financial institution, broker-dealer, or asset manager.

Important Disclosures & Disclaimer
This report is provided for informational and educational purposes only and does not constitute investment
advice, a recommendation, an offer, or a solicitation to buy or sell any securities, financial instruments, or
Investment products.

All views expressed reflect the author’s judgment at the time of publication and are subject to change without
notice. Past performance is not indicative of future results. Investing involves risk, including the potential loss of
principal.

MoatPeak does not provide personalized investment advice and does not consider the investment objectives,
financial situation, or specific needs of any individual reader. Readers are encouraged to conduct their own
research and consult with professional advisors before making any investment decisions.

While the information contained herein is believed to be reliable, it is derived from publicly available sources and
third-party materials. MoatPeak makes no representation or warranty as to the accuracy, completeness, or
timeliness of the information provided.
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