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The Space Between Recovery & Confirmation

Understanding the forces shaping capital, the evidence behind market
leadership and the conditions that deserve our attention.
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Executive Summary

The Big Picture

Markets have an interesting habit of offering encouragement before they offer certainty.

A recovery begins to take shape. An asset that has been struggling starts to show signs of renewed
life. Economic conditions remain sufficiently supportive to suggest that the expansion has not yet
run its course. And, almost inevitably, the question follows: is this the beginning of something more
durable?

That is precisely the question confronting us this week.

The evidence continues to favour an environment of economic expansion. Liquidity remains
constructive, important market structures are intact, and Bitcoin has begun showing renewed
relative strength against Gold. These are encouraging developments.

But another part of the evidence is telling a less comfortable story.

The strength of the expansion is softening. Participation across markets remains uneven. Gold has
surrendered some of its earlier leadership, while Bitcoin has not yet established a sufficiently
persistent alternative. And the US dollar is becoming a more important influence on the direction of
capital.

None of this establishes that the expansion is ending.

It does, however, remind us that a market can be recovering without the recovery becoming
convincing.

This week, our task is to understand that distinction.
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© CCI Canary Watch — Weekly Update

2 November 2026 | Latest available evidence

Current Status — Financial Pressure Persists, but Systemic
Transmission Remains Unconfirmed

Financial markets entered November with several vulnerabilities still evident beneath the surface.
Sovereign borrowing costs, credit-sensitive investments, Japanese monetary policy and the
financing requirements of artificial intelligence infrastructure remain important areas of attention.

The central question is whether these pressures are beginning to reinforce one another across the
financial system or whether they remain manageable within otherwise functioning capital markets.

Recent assessments from the Bank of Japan and Reserve Bank of Australia offer an important
distinction. Both acknowledge growing external financial vulnerabilities while maintaining that
their respective banking systems possess substantial resilience.

Meanwhile, renewed scrutiny of Al-related investment has increased sensitivity across technology
equities and the institutions financing capital-intensive infrastructure.

& Seven-Canary Dashboard

Our seven Canaries monitor financial vulnerabilities across liquidity, credit,
sovereign bonds, currencies, energy and the changing structure of global capital
flows.

Canary Current Status Weekly Assessment

Global G Stable Policy responses remain important, but a sustained positive

Liquidity global liquidity impulse has not been confirmed.

Credit AI—rglated ﬁnzfmcing, nop—l?ank lending and weaker bo.rrower.s

Stress Watchful remain potential transmission channels. Broad systemic credit
dysfunction remains unconfirmed.

Financial G Stable Banking-system resilience remains an important counterweight

Stress to volatility in equities, bonds and non-bank finance.

Long Elevated‘sovereign ﬁnanping costs3 fiscal V}llnerabilities and

Bond Watchful changes in Japanese capital allocation continue to warrant
attention.

Som (G The BQJ '§ tighteni'ng outlook aqd Japanese currency-policy

Trade Watchful coordination remain relevant. Disorderly yen-funded
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deleveraging remains unconfirmed.
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0il & Energy-market volatility continues to influence inflation and

Energy Watchful ﬁnanci.ng conditions. Renewed diplomatic developments offer a
potential source of relief.

Reserve Central-bank gold accumulation, sovereign reserve preferences

Diversific Emerging Watch and changing demand for foreign government securities remain

ation structural considerations.

Beneath the Surface — Three Developments Worth Watching

1. Al financing and financial interconnectedness

The Bank of Japan's October Financial System Report highlights the growing relationship between
Al-related investment, foreign non-bank financial institutions and Japanese banks.

A deterioration in expectations for Al investment profitability could trigger portfolio adjustments
among international funds, potentially amplifying volatility across equities, credit and cross-border
capital markets.

However, the BOJ also assesses Japan's financial system as broadly stable, with sufficient capital
and funding resilience to withstand significant stress scenarios.

The distinction matters: an identifiable transmission channel is not the same as confirmed systemic
transmission.

2. Japanese monetary policy and global capital flows

The Bank of Japan maintained its policy rate at 1.25% at its October meeting while signalling the
possibility of further tightening.

Higher domestic Japanese interest rates could gradually change the relative attractiveness of
overseas investments and influence yen-funded leverage.

Japanese authorities have also reiterated their commitment to maintaining close currency-policy
coordination with the United States and responding to disorderly market movements.

For now, the evidence does not establish a disorderly yen carry-trade unwind or a generalized Asian
currency funding crisis.

3. Energy pressures and the possibility of stabilization

Energy prices remain an important influence on inflation, monetary policy and business financing
Costs.

However, renewed diplomatic efforts concerning the Middle East have raised the possibility of
reduced supply disruption and easing oil-price pressures.
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A sustained decline in energy costs could eventually improve inflation expectations, corporate
margins and financing conditions.

That would be constructive, but a temporary decline in oil prices is not sufficient evidence of a
broader economic or liquidity recovery.

Policy Response — Liquidity Impulse Watch

Our Canary Watch now examines both sides of financial stress: the potential for deterioration and
the policy responses that may ultimately support stabilization.

Government intervention, currency support and central-bank liquidity facilities can reduce
immediate financial instability without necessarily creating a sustained expansion in global
liquidity.

For a genuine positive liquidity impulse, we would look for several developments occurring
together:

*  Sustained improvement in net liquidity and funding availability.
*  Narrowing credit spreads and improving refinancing conditions.
e  Stabilization across currencies and sovereign bond markets.

e  Broader participation across equities and other risk assets, supported by improving financial
conditions.

These confirmations have not yet emerged sufficiently to establish a new expansionary phase.

CClI Verdict

Financial vulnerabilities remain elevated, but systemic transmission remains unconfirmed.

Credit-sensitive investment, sovereign financing and yen-related capital flows warrant continued
vigilance. At the same time, resilient banking systems and the possibility of easing energy pressures
provide important counterweights.

The next decisive evidence will come from whether credit conditions stabilize, whether monetary-
policy and currency pressures begin reinforcing one another, and whether government responses
translate into sustained improvements in liquidity.

For now, the Canary Watch remains appropriately cautious, without declaring either a systemic
financial event or the beginning of a new liquidity-driven expansion.

The Canary watches for the approaching storm, but never loses sight of the first rays of sunshine.

Capital Cycle Intelligence Page 6 of 20 CCIl Weekly Read - 2nd November



1. The Macro Environment

Expansion, But With Less Momentum

One of the most useful distinctions in economic analysis is the difference between an environment
that remains supportive and one that is becoming more supportive.

The two are not necessarily the same.

An economy can continue expanding while the forces supporting that expansion gradually weaken.
Credit may remain available, business activity may still be growing, and liquidity may continue
circulating through financial markets. Yet the rate of improvement can begin to slow.

That is broadly what our latest intelligence suggests.

The October Probability Engine continues to identify Expansion as the dominant economic regime,
assigning it a probability of 67.18%. Distribution remains the principal alternative at 24.84%, while
Contraction is considerably lower at 7.98%.

There is therefore still a substantial advantage in favour of expansion.

The development worth watching is not simply which regime leads, but how that lead is changing.
Expansion probability has weakened over recent months, its advantage over Distribution has
narrowed slightly, and the engine's three-month drift remains negative.

Meanwhile, the MSI Engine describes a macro environment in Transition/Chop. Its pressure
indicators still identify constructive tailwinds, particularly through liquidity and manufacturing
activity, but recent macro momentum is negative.

In everyday terms, there is still fuel in the economic engine. The question is whether that fuel is
reaching the parts of the economy and financial system needed to sustain the journey.

Credit conditions, real yields, Treasury liquidity and dollar-related pressures remain important
because they influence the cost and availability of capital.

A healthy expansion requires more than the presence of liquidity. It benefits from liquidity being
transmitted into productive activity, investment and broad participation.

The distinction matters enormously.

Supportive conditions can keep an expansion alive. Improving conditions are what make the
case for a stronger expansion more convincing.

Data note: The MSI dashboard still reflects monthly source data through September 2026. The
October Probability Engine reflects its completed monthly observation through 31 October.
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2. Capital Leadership

Bitcoin Is Recovering, But Has Not Taken the Crown

Capital is rarely stationary. Even when markets appear quiet, money is continually being reassessed
and redistributed between competing opportunities.

Sometimes that movement is decisive.
At other times, it is hesitant, reversing direction before a new leader has fully established itself.
Our Capital Intelligence System currently places us in the second category.

Throughout September, Gold held a clearer relative leadership position. During October, that
advantage gave way to a more balanced and unsettled relationship between Gold and Bitcoin.

This week, the direction of the Bitcoin-to-Gold relationship has improved.

That matters because relative strength helps us understand which asset investors are favouring,
rather than simply whether both assets are rising or falling in price.

A rising Bitcoin-to-Gold ratio indicates Bitcoin is outperforming Gold. But a rising ratio over a
short period is not the same thing as a sustained change in leadership.

The distinction is especially important today.

The Capital Intelligence System continues to classify conditions as BTC—Gold Chop, with the
broader regime remaining Transitional. Its direction has turned upward, but confirmation has not
followed.

The emerging recovery has therefore become more interesting without becoming conclusive.
Gold, meanwhile, faces a different challenge.

The Gold-versus-dollar relationship has weakened, while the dollar's medium-term impulse has
strengthened. A firmer dollar can change the competitive environment facing both Gold and risk
assets, although its influence is not automatic or uniform.

The result is an unusually informative moment.

Gold's previous leadership has become less convincing. Bitcoin's recovery is becoming more
visible. Yet neither development has completed the work required to establish a durable handover.

The opportunity to observe a change is not the same as evidence that the change is complete.
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3. Valuation and Momentum

Four Assets, Four Different Stories

Valuation tells us where an asset sits relative to its historical trend.
Momentum helps us understand how that asset is behaving now.
Both are useful. Neither should be mistaken for a guarantee of what happens next.

Our Log Regression Channel research examines Bitcoin, Gold, the Nasdaq 100 and S&P 500 using
long-term fitted trends and weekly momentum observations.

The latest completed weekly candle began on 26 October 2026. All four assets were assessed using
that same completed observation.

Bitcoin — The Recovery Has Work Left to Do

Bitcoin sits approximately 18% below the centre of its long-term logarithmic regression channel.

That position suggests the asset is meaningfully below its fitted historical trend, but not at the
extreme lower boundary of the model.

Its weekly Relative Strength Index remains above the midpoint, although slightly below its own
moving average.

The interpretation is nuanced.

Bitcoin has recovered from more pronounced weakness, and its relative performance against Gold
is improving. Yet momentum has not delivered the sustained confirmation we would prefer to see
before drawing a stronger conclusion.

The opportunity may be developing. The evidence is still catching up.

Gold — A Deep Discount With Weak Momentum

Gold presents one of the more interesting contrasts in this week's research.

It is approximately 24% below its regression centre and has moved beneath the model's lower two-
standard-deviation boundary.
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That represents an unusually depressed position relative to the fitted channel.

But the weekly momentum picture is considerably weaker. Gold's RSI is approximately 35, well
below its own moving average.

For an investor, the important lesson is that an asset can become significantly cheaper relative to its
historical trend while remaining under selling pressure.

A valuation extreme can deserve close attention without establishing that a bottom has formed.

Gold's longer-term role and its recent price momentum are two different questions. We should not
confuse them.

Nasdaq 100 — Structural Strength, Softer Participation

The Nasdaq remains relatively close to its fitted regression centre, trading around 5% below that
level.

Compared with Bitcoin and Gold, its valuation position is less deeply depressed.

Its longer-term upward channel remains visible. But weekly momentum has weakened, with RSI
falling below both the neutral midpoint and its recent average.

This does not invalidate the long-term structural themes supporting technology and productivity
investment.

It does remind us that a compelling economic narrative and improving market momentum are not
interchangeable.

The companies associated with technological change can have attractive long-term prospects while
their share prices undergo periods of consolidation or correction.

S&P 500 — Closer to Trend, But Not Immune

The S&P 500 is the closest of our four monitored assets to its regression centre, sitting roughly 3%
below that level.

Its relative stability is noteworthy.

However, its weekly RSI is also below its moving average, indicating that the recent pace of market
participation and momentum has softened.

This is important because broad-market leadership often provides a useful test of whether an
advance is supported beyond a narrower group of influential companies.
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An index holding close to its long-term trend is encouraging. But the underlying breadth of
participation remains an important part of the story.

The Lesson Across All Four

Every monitored asset is currently below its fitted regression centre, and every asset has weekly RSI
below its own moving average.

The differences are in the degree of valuation weakness, the persistence of long-term structure and
the quality of current momentum.

The deepest discount is not necessarily the strongest opportunity.

A low price relative to a model may tell us where to pay attention. It cannot, by itself, tell us when
capital is likely to return.
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Bitcoin
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Gold valuation

Nasdaq 100
valuation
S&P 500
valuation
Conviction
Engine
Masterplay
Engine
Portfolio
Manager

4. CCI Evidence Dashboard

Consolidated research snapshot — 2 November 2026

Current Reading
MSI 59 — Transition/Chop

Expansion 67.18%

42 .34-point spread; three-month drift
—2.04 points

22/100 — WATCH
BTC—Gold Chop; upward direction

Unconfirmed

17.91% below regression centre; RSI
52.21

24.32% below regression centre; RSI
34.70

5.18% below regression centre; RSI
46.81

2.76% below regression centre; RSI
53.57

Selective Risk-On (Capped); Weak
confidence

Defensive — Stand Down / Hold Cash

Gold relative leader; Hold; capital
preservation

What It Means

Tailwinds remain, but near-term
momentum is weakening

Expansion remains the leading regime
Leadership is substantial but softening

Transition risk deserves monitoring

Early improvement without confirmed
leadership

A durable rotation has not been
established

Discounted relative to model; momentum
not fully confirmed

Deep model discount accompanied by
weak momentum

Long—term structure intact; momentum
softened

Closer to historical trend; momentum
easing

Constructive evidence remains contested

Final model permission remains
restrictive

No new local action signalled; cross-
engine confirmation unresolved

The Portfolio Manager reading describes framework behaviour only. No test-portfolio holdings,
performance or allocation figures are included. The dashboard summarises research models with
different responsibilities and does not imply unanimous agreement or a recommendation to

transact.

Capital Cycle Intelligence
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5. Conviction

Why the Judge Remains Unconvinced

There is a difference between having evidence in favour of an argument and having enough
evidence to trust the conclusion.

This is where our Conviction Engine performs one of its most valuable functions.

The latest assessment still contains meaningful support for risk assets. Liquidity and macro
conditions remain constructive. The major market structures have not broken down. Longer-term
cycle conditions are not uniformly hostile.

On those grounds alone, it would be easy to construct an optimistic argument.

But good investment research must also examine the evidence that challenges its preferred
interpretation.

And there is plenty of that.

Market breadth remains weak. Equal-weight participation has struggled. Crypto participation
beyond the largest assets is not providing broad confirmation, while relative-performance indicators
remain mixed.

The result is a positive but conflicted case.

The Conviction Engine's raw signal remains in its strongest risk-on classification, yet its final
judgment is considerably more restrained: Selective Risk-On (Capped), with Weak confidence.

That apparent contradiction is deliberate.

The raw score measures how much favourable evidence exists. Confidence examines whether the
evidence is sufficiently aligned to justify relying on it.

The judge is not declaring that opportunity is absent.
The judge is telling us that the witnesses have not yet reached agreement.

That is a valuable distinction, especially when markets become enthusiastic about an emerging
recovery.
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6. Portfolio Review

Discipline Before Action

The Portfolio Manager provides a useful final perspective because it asks a different question from
the other engines.

Its purpose is not to predict what markets will do next.

It is to assess whether the framework's current strategic posture remains appropriate under its
established rules.

This week, the Portfolio Manager continues to identify Gold as the relative leader within its
decision framework, while describing the broader environment as Transition/Chop.

Its current instruction remains Hold, with capital preservation emphasised.

That is not a declaration that every uncertainty has disappeared. Nor is it a recommendation to
acquire Gold or maintain a particular investment allocation.

It simply records that the Portfolio Manager's own decision rules have not produced a new action.

There is also an important distinction between this assessment and the more restrictive posture
coming from Masterplay.

Masterplay continues to identify defensive conditions that prevent it from authorising broader
capital deployment. That difference means we cannot describe the entire framework as unanimously
aligned.

The broader lesson is straightforward.
A good investment process should not require constant activity to demonstrate that it is working.

Sometimes its most useful contribution is identifying when the available evidence is insufficient to
Justify changing course.
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7. What Needs to Change?

For the more constructive interpretation to strengthen, we would want to see several developments
reinforce one another.

First, economic support needs to become more convincing. Liquidity and business activity already
offer a foundation, but improvement in credit conditions, funding pressures and macro momentum
would help demonstrate that the expansion is gaining renewed traction.

Second, market leadership needs to become more durable. Bitcoin's relative recovery is noteworthy,
but a persistent improvement against Gold would carry greater significance than a handful of
encouraging observations.

Third, participation needs to broaden. A market advance supported by a relatively narrow group of
assets is more vulnerable than one accompanied by improving breadth across companies, sectors
and market capitalisations.

Fourth, the dollar deserves attention. A stronger dollar impulse can change the conditions
confronting global capital, particularly when other liquidity and funding indicators are already
under pressure.

Finally, momentum needs to confirm valuation. Across all four assets monitored by the regression
channels, lower model valuations have not yet been matched by uniformly improving weekly
momentum.

Conversely, persistent deterioration across growth, credit and market participation would challenge
the existing expansion assessment.

The objective is not to find a single magical indicator.

It is to see whether several independent pieces of evidence begin telling a consistent story.
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8. The CCI House View

An Expansion That Must Prove Its Durability

There are moments when the direction of markets seems clearer than the underlying reasons for that
direction.

This is not one of those moments.

The current environment is comparatively straightforward to describe, even if it is difficult to
interpret with high confidence.

Expansion remains the leading macro regime. Liquidity continues to provide support, but the
momentum behind that support is weaker. Bitcoin is beginning to recover relative leadership against
Gold, but the transition has not been confirmed. Gold has moved into a notably depressed valuation
position within its own regression model, yet its momentum remains weak.

US equities have retained more of their longer-term structural positioning, although participation
and momentum are not uniformly convincing.

Taken together, these developments suggest an investment environment where the possibility of
renewed opportunity is very much alive.

But possibility is not confirmation.
The most important discipline is to avoid allowing an attractive narrative to outrun the evidence.

An economy can remain in expansion while becoming more fragile. A market can rally while
participation narrows. An asset can look inexpensive while still falling. And a new leader can
emerge without immediately demonstrating that it is capable of staying in front.

Our interpretation therefore remains constructive in recognising opportunity, cautious in assessing
conviction, and patient in demanding confirmation.

That is not indecision.

It is the willingness to recognise what the evidence knows—and what it does not yet know.
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9. Looking Back

What Has Changed Since Last Week?

Last week's central challenge was the distance between improving market behaviour and confirmed
leadership.

That tension has not disappeared.

The most encouraging development is the upward directional change in Bitcoin's relative position
against Gold. The improvement is visible, but its persistence is still at an early stage.

Gold's relative leadership has weakened further, particularly against a firmer US dollar backdrop.

The October Probability Engine has also provided a clearer picture of macro conditions. Expansion
remains dominant, but its three-month drift has become more negative and composite transition risk
has increased.

The Conviction Engine has become slightly less constructive in its raw scoring, while the final
decision remains capped and confidence remains weak.

Perhaps most importantly, the latest completed regression observations show that all four monitored
assets now have weekly momentum below their respective RSI averages.

The conclusion from last week therefore survives, but with a sharper emphasis.
We are still watching an opportunity that may be developing.

We are also accumulating more evidence that its durability cannot yet be taken for granted.
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10. Final Verdict

Opportunity Is Not the Same as Permission

The economic expansion remains the most probable environment.
That is the strongest conclusion supported by the available evidence.

But expansion is not synonymous with accelerating growth, improving liquidity transmission, broad
market participation or confirmed capital leadership.

Those distinctions explain why our assessment remains measured.

Bitcoin has begun to recover relative strength, but the handover from Gold is unresolved. Gold's
unusually low regression position warrants attention, but weak momentum prevents us from treating
it as confirmation of recovery. US equities remain closer to their long-term trends, although internal
momentum is becoming less convincing.

The most important opportunity is the possibility that improving leadership and broader
participation eventually come together.

The principal risk is that markets interpret an early recovery as a completed transition before the
underlying economic and financial conditions have caught up.

For now, the evidence supports continued observation rather than exaggerated certainty.

Markets are offering reasons for interest. They have not yet offered enough reasons for
conviction.
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The 30-Second Read

Expansion remains the most likely economic regime, but its momentum is weakening. Bitcoin is
beginning to recover relative strength against Gold, although leadership remains unconfirmed. Gold
is deeply below its long-term regression trend, while momentum across all four monitored assets
has softened.

The Conviction Engine remains cautiously constructive with weak confidence, and the framework's
execution controls remain restrictive.

CCI's message this week: recognise the developing opportunity, respect the unresolved risks,
and allow evidence —not enthusiasm—to establish conviction.

Evidence Before Opinion. Process Before Prediction.
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Disclaimer

This report has been prepared by Capital Cycle Intelligence (CCI) for educational and
informational purposes only.

The information contained within this publication does not constitute financial advice,
investment advice, taxation advice, legal advice, or a recommendation to buy, sell, or hold
any security, asset, or financial product.

All opinions expressed reflect the views of Capital Cycle Intelligence at the time of
publication and are subject to change without notice. While every effort has been made to
ensure the accuracy of the information presented, no representation or warranty is made
regarding its completeness or reliability.

Investing involves risk, including the potential loss of capital. Past performance is not
indicative of future results.

Readers should conduct their own research and seek independent professional advice
before making any investment decisions.

Capital Cycle Intelligence, its authors, affiliates, and contributors accept no liability for any
loss arising directly or indirectly from the use of this publication.

© Capital Cycle Intelligence. All Rights Reserved.
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