CAPITAL CYCLE

=2 NZIZEAZ 1= EGEENEC E —

CCI —

CURRICULUM

Structured Learning for Cycle-Aware Investors




CCI Monthly Educational Curriculum
Module 5 - Liquidity, Growth and Credit

Stage 1 - Foundations | Theme: Learn How to Think

Core Principle: Markets do not move on price alone. Beneath price sit deeper forces that shape
opportunity, risk, leadership, and behaviour. Three of the most important are liquidity, growth, and
credit.

This module introduces the three core inputs that sit beneath much of market behaviour.
begins building the macro foundation of the CCI framework by showing why these forces
matter, how they interact, and why investors who ignore them are often left reacting to

price instead of understanding it.
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Why This Matters

If Module 3 taught that price is the output, then this module begins to explain what some
of the most important inputs actually are.

Because markets do not rise or fall in a vacuum.

Assets do not perform simply because they are good. Narratives do not spread simply
because they are persuasive. Leadership does not emerge by accident. Risk appetite
does not expand or contract for no reason.

Something underneath is shaping the environment.

That environment is influenced by many things, but in the CCI framework, three forces sit
near the centre of the market machine: liquidity, growth, and credit.

These are not niche macro concepts for economists to debate in isolation.

They are living forces that help determine whether risk is generally being rewarded or
punished, whether capital is flowing toward opportunity or safety, whether speculative
behaviour can thrive or gets crushed, whether markets are building on solid footing or
drifting into fragility, and whether conditions are becoming more or less supportive
beneath the surface.

Most investors spend too little time on these inputs and too much time on what is already
visible.

They watch the chart. They follow the story. They react to the move. They search for
explanation after the fact.

But if you want to understand markets more deeply, you have to understand the forces
that shape the opportunity set before price makes them obvious.

That is what this module is about.

The Core Idea

At its simplest, liquidity, growth, and credit are three of the main forces that shape the
backdrop in which markets operate.

They are not the whole story. But they are among the most important parts of it.

Liquidity is about the availability of money and financial fuel in the system. It influences
how easy or difficult it is for capital to flow into assets, how much speculation the system
can support, and how much oxygen risk-taking has.

Growth is about the direction and strength of economic activity. It shapes confidence,
earnings expectations, business momentum, and the market’s willingness to reward
cyclical exposure.
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Credit is about the ease or stress of financial conditions. It tells us something about
lending, balance sheets, financial fragility, and whether the system is becoming more
permissive or more restrictive.

Together, these three forces help answer a much better question than what is price doing.
They help answer: what kind of environment are we actually in?
That is the core idea.

Because once you understand the environment, price becomes easier to interpret.

Why These Three Matter So Much

Markets are not just voting machines for stories. They are capital-allocation systems
operating inside a broader financial environment.

That means assets are constantly being shaped by how much fuel is in the system, how
strong the economic engine is, and how easy or hard it is for the system to finance risk.

Liquidity, growth, and credit each speak to one of those dimensions.
Liquidity asks: how much fuel is available?

Growth asks: how strong is the engine?

Credit asks: how healthy and permissive is the transmission system?
That framing is useful because it makes the trio intuitive.

An asset can be fundamentally attractive and still struggle if liquidity is drying up, growth
is weakening, and credit is tightening.

Likewise, weaker-quality assets can sometimes perform far better than expected if
liquidity is abundant, growth is improving, credit is easy, and risk appetite is surging.

This does not mean quality does not matter. It means environment matters too.
That is one of the biggest gaps in ordinary investing.
People often evaluate the asset but ignore the backdrop.

CCl insists on evaluating both.

Liquidity: The Fuel of the System

If there is one of the three that deserves special emphasis, it is liquidity.
Liquidity is the fuel of the system.

When liquidity is expanding, markets often have more room to run.
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Capital is more available. Risk appetite tends to improve. Speculative behaviour often
becomes more common. Financial conditions can feel more forgiving. Even assets with
weaker foundations may rise because the environment is broadly supportive.

When liquidity is contracting, the opposite often happens.

Markets become less forgiving. Risk appetite weakens. Fragile narratives lose support.
Correlations often rise. Speculation becomes more dangerous. Even good assets can
struggle if the tide is going out.

This is why CCI places such importance on liquidity.

Not because it explains every move perfectly. Not because every asset responds instantly
or equally. But because liquidity often sets the broad opportunity set.

In many cases, it tells you whether the system is becoming more supportive for risk or
less supportive for risk.

That is hugely valuable information.

Liquidity does not tell you everything. But if you ignore it, you are ignoring one of the
most important conditions shaping the field.

Growth: The Strength of the Economic Engine

Growth matters because markets are constantly trying to price future economic reality.

They care about whether activity is accelerating or slowing, whether demand is building
or fading, whether earnings and business momentum are likely to strengthen or weaken,
and whether cyclical exposure should be rewarded or treated more cautiously.

Growth is not just about the economy in some abstract sense.
It is about whether the engine is strengthening or losing momentum.

When growth is improving, cyclicals may gain support, confidence can broaden, earnings
expectations may improve, and markets may become more willing to reward risk.

When growth is deteriorating, markets may narrow, defensives may begin to lead,
optimism may fade, and fragility can build under the surface.

But growth should not be read alone.

Strong growth with tight liquidity is different from strong growth with easy liquidity. Weak
growth with abundant liquidity is different from weak growth with tightening credit.

This is why CCI does not isolate growth from the other inputs. It places growth inside the
broader interaction of forces.

Still, growth remains one of the core drivers because it tells us how strong the real-world
engine behind market expectations is likely to be.
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Credit: The Condition of the Financial Plumbing

Credit is often underappreciated by investors because it is less visible than price and
less exciting than narrative.

But credit matters enormously.

Credit tells us something about the health, flexibility, and permissiveness of the financial
system.

It reflects whether borrowing conditions are easy or restrictive, whether financial stress is
rising or falling, whether balance sheets are becoming more fragile or more resilient, and
whether the system is supporting risk-taking or constraining it.

In simple terms, credit is part of the plumbing.

If the plumbing is healthy and open, the system can carry more pressure and more
activity.

If the plumbing starts to tighten or crack, fragility rises even if the narrative has not
caught up yet.

This is why credit often matters so much at turning points.

Markets can look healthy on the surface while credit conditions are quietly deteriorating
underneath. Or markets can begin healing before the crowd notices that credit stress is
easing.

Credit gives texture to the read.

It helps us understand whether the environment is permissive, neutral, or increasingly
restrictive.

That matters for almost every asset class.

Why They Must Be Read Together

One of the biggest mistakes investors make is treating market drivers as isolated
variables.

But markets do not work that way.
Liquidity, growth, and credit interact.
And their interaction often matters more than any one of them on its own.

For example, strong liquidity plus improving growth plus easy credit is often a fertile
backdrop for risk assets.

Strong liquidity plus weak growth plus fragile credit may support some assets for a time,
but the environment can be less robust than it looks.
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Weak liquidity plus improving growth plus tight credit can create a more conflicted
environment where some optimism exists, but markets remain less forgiving.

Weak liquidity plus weak growth plus deteriorating credit is usually a much harsher
backdrop where risk becomes harder to hold.

The point is not to reduce markets to a simplistic formula.
The point is to understand that these forces interact to shape the regime.
That is why CCI treats them as a trio.

Taken together, they provide a much stronger read than when viewed in isolation.

Inputs First, Story Later

This module also matters because it helps reverse the usual order of market thinking.
Most investors encounter markets through price, headlines, story, opinion, and reaction.
CCIl wants to train a different habit.

It wants members to ask: what is liquidity doing, what is growth doing, what is credit
doing, what kind of backdrop does that imply, and what should that mean for risk,
leadership, and opportunity?

Only after that should price and story be interpreted.

This is the practical value of the framework.

Liquidity, growth, and credit are not just theoretical ideas.
They are part of a better sequence of thought.

They help investors move from reaction to interpretation.

And that shift is one of the foundational aims of CCI.

Why Good Assets Still Fail in Bad Backdrops

One of the most frustrating things in investing is that sometimes you can be right about
the asset and still wrong about the outcome.

Why? Because the backdrop matters.

A strong company can underperform in a deteriorating macro environment. A scarce asset
can languish when liquidity contracts. A cyclical opportunity can fail if growth rolls over. A
leveraged story can unwind hard if credit tightens. A speculative asset can collapse even
if the long-term theme remains intact.

This is one of the reasons CCI teaches environment alongside ownership.
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It is not enough to ask: is this asset good?
You must also ask: is the backdrop supportive enough for it to work well now?
That is a much more useful question.

And it often explains why timing matters, regime matters, and good ideas still need the
right conditions.

The asset matters. But the backdrop decides a great deal about how that asset behaves.

Why Weak Assets Sometimes Thrive

The reverse is also true.
Sometimes poor-quality assets perform extremely well.

Why? Because abundant liquidity, improving growth, and easy credit can lift almost
everything.

When the environment is generous, markets often become more forgiving.

Speculation increases. Capital becomes less selective. Narratives spread more easily.
Risk appetite broadens. Lower-quality names can rise simply because the tide is lifting
them.

This is one of the most dangerous periods for shallow analysis, because people begin to
mistake favourable conditions for enduring quality.

They think the move proves the thesis, the rally proves the asset, and the price confirms
the story.

But often the environment is doing much of the work.
This is another reason the trio matters.

It helps us distinguish between true underlying strength and environment-assisted
performance.

That is a very important distinction.

The CCI Lens

Through the CCI lens, liquidity, growth, and credit are part of the core machinery beneath
markets.

They are not side notes.

They are part of the base layer of interpretation.
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CCl uses them to understand how supportive the environment is for risk, how strong or
weak the economic backdrop is, how permissive or restrictive the financial system is,
whether the current regime is strengthening, weakening, or shifting, and how much trust
to place in price action, leadership, and narrative.

This is where CCI begins to differ from casual market commentary.
It is not satisfied with the market is up, this theme is hot, or this asset looks strong.

It asks: what kind of environment is producing that? Which of the key inputs are helping
or hurting? Is the move being supported by the backdrop, or is it fighting it? Is risk being
genuinely rewarded, or temporarily tolerated?

That is the CCI lens in practice.

Common Mistakes Investors Make

There are several recurring mistakes investors make when they ignore liquidity, growth,
and credit.

1. Focusing only on the asset - They assess the story or chart but ignore the backdrop.

2. Mistaking favourable conditions for quality - They assume the rally proves the asset is
exceptional when the environment may simply be generous.

3. Treating all market environments the same - They ignore how different combinations of
inputs create very different opportunity sets.

4. Overreacting to price without checking the drivers - They respond to the output without
examining the underlying conditions.

5. Ignoring hidden fragility - They focus on price strength while credit or growth quietly
deteriorates underneath.

6. Assuming weak assets cannot rally - They underestimate what abundant liquidity and
easy credit can do.

7. Assuming strong assets are always safe - They forget that even quality can suffer in
hostile conditions.

Each of these mistakes becomes less likely when investors learn to think in terms of
inputs first.

Key Takeaways

Liquidity, growth, and credit are three of the most important forces shaping the market
environment.

They help answer a deeper question than what is price doing.
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They help answer: what kind of backdrop are we actually operating in?

In the CCI framework, liquidity tells us about fuel, growth tells us about the strength of
the engine, and credit tells us about the condition of the plumbing.

Together, they shape risk appetite, leadership, opportunity, fragility, and the broader
regime.

This matters because good assets can struggle in bad backdrops, weak assets can thrive
in generous environments, price becomes easier to interpret when the inputs are
understood, and investors can think more clearly when they stop starting at the surface.

The trio does not explain everything. But it explains a great deal.

And if you want to understand markets properly, you cannot afford to ignore it.

Bridge to What Comes Next

Modules 1 through 4 established the philosophical and interpretive foundations of CCI.

Module 5 now begins the true macro base layer by introducing the three core inputs
beneath much of market behaviour: liquidity, growth, and credit.

The next step is to go deeper into the most important of the three.
That brings us naturally to Module 6 - Why Liquidity Matters Most.

This is where the doctrine starts to tighten and the CCIl framework becomes even more
distinct.
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Educational Disclaimer

This material is provided for educational purposes only. It is intended to help members
think more clearly about markets, cycles, and capital allocation. It is not personal
financial advice, a recommendation, or an offer to buy or sell any financial product or
asset. Members should do their own research and, where appropriate, seek professional

advice suited to their individual circumstances.
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