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Executive Take | Macro Regime

Executive Take

Liquidity is tightening again just as markets attempt to move past a violent metals sell-off. Treasury cash remains
elevated near $907B, continuing to constrain reserves, while the Fed’s balance sheet expansion to $6.61T remains
incremental. Reverse-repo usage is low, but repo balances have climbed to ~$3B, an early signal of funding
sensitivity. Credit spreads are beginning to widen, with HY near 3% and BBB approaching 1%, reflecting rising
demand for compensation. Volatility has re-entered through commodities, and while equities rebounded late in
the week, leadership remains narrow and fragile ahead of delayed U.S. CPI and retail sales.

Macro Regime

Late-cycle deceleration with rising execution risk.

« Labor market cooling is visible in leading indicators, with job openings at a five-year low.

« Inflation remains above target, keeping the Fed patient despite slowing growth signals.

« Al-driven capex optimism is growing, but risks suppressing hiring and magnifying earnings dispersion.
« Fiscal impulse remains expansionary even as near-term Treasury issuance slows.

CE read: Macro momentum is neutral to negative. The soft-landing narrative is increasingly dependent on selective
earnings strength rather than broad demand.
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Liquidity | Credit | Positioning

Liquidity
Fragile. Marginally tightening.

» TGA drawdown provided short-term relief but levels remain high relative to

reserves. CE Dashboard

Fed balance sheet support is insufficient to offset prior drains.
* Repo usage rising from near zero signals early funding pressure.

« Overnight rates remain anchored, masking stress building beneath the price Cha.
Ticker Hame Last Price % (YTD) 1-Day %
surface.
CE DASHBOARD
. o ge . . N * WALCL Assets: Total Assets...  6,640,618.00 -3.00 0.90=
CE read: Liquidity is not broken, but buffers are thin. Markets are operating
. . . * WTREGEN Liabilities and Capit... 837,306.00 16.31% 0.02%
without a tailwind.
* RRPONTSYD Owernight Reverse R... an -97.06% 77.97%
* BTCUSD Bitcoin - United St... 70,639.00 -19.62% -0.025
* DXY United States Dollar 97.53 -0.81% -0.11%
* HYG iShares High Yield ... 80.81 0.22% 0.35%
= LaD iShares iBoxxIG C... 110.56 0.34% 0.05%
* USHYCORPOAS ICE BofA US High Yi... 297 5.6%= 3.85%
° = SPX S&P 500 6,932.30 1.27= 1.97%
Cred It * NDX NASDAQ 100 25.075.77 -0.69% 2.15%
*RTY Russell 2000 Index 2,670.34 7.5%% 3.60%
Early reprICIng’ nOt Stress' = VIX CBOE SPX Volatilit... 17.74 18.03% -18.517=%
*GC1 Gold 4,953.10 14.66% 3.65%
» HY spreads widened toward ~300 bps, reflecting rising risk aversion. ST e = TN B
* |G spreads widened to the highest levels since late summer. “o WTICruge 01 6204 1048 023
 Credit still prices stability, but the direction of travel matters. - UsYCTOYSM United States Vield. 05495 2624 1674
= USYC10Y2Y United States Yield... 0.706= 24T7% -0.98%
CE read: Credit is starting to wake up. The cushion remains thin if quuidity * TSYIE 5-Year Breakevenl... 250 10.62% 081%
tightens further. = T10YIE 10-Year Breakeven ... 2.34 4,004 0.86%

Positioning

Rotation over liquidation.

 Forced selling in metals triggered margin-driven volatility.

« Capital rotated back into large-cap tech late in the week, reinforcing crowding risk.
» Equity funds saw outflows while money-market inflows rose.

» Hedge-fund leverage remains elevated, increasing sensitivity to funding shocks.

CE read: Positioning is unstable. Crowded trades remain vulnerable to exogenous shocks.
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Cross Asset Pulse | Theme of the Week

CROSS - ASSET PULSE

Equities S&P 500 failed to hold 7,000. Breadth remains narrow. Dow resilience masks internal weakness
Rates Yields drifted lower on growth concerns, not easing confidence.
FX Dollar momentum faded. Crypto volatility remains extreme, with liquidity thin under stress.

Commodities  Gold and silver volatility exposed liquidity stress. Oil stabilized but remains growth-sensitive.

Volatility Spiked early, compressed late. Complacency remains.

Theme of the Week

Metals Meltdown Meets Al Crowding

The collapse in gold and silver exposed liquidity fragility and forced deleveraging, briefly spilling into equities. At the
same time, speculative optimism around Al remains concentrated in a narrow set of stocks. This divergence highlights
a market split between tangible asset stress and intangible growth narratives. Liquidity stress surfaced quickly, then
receded, reinforcing late-cycle, manic behavior rather than resolution.

58P 500 Index - 1W - SPCFD 06,916.4) H5,992.08 L6,780.13 €6,532.31 ~6.71 (-0.10%) s
US10Y - TVC 4.208% ~0.031 (-0.73%)
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Tactical View | Contrarian Decoder | Final Signal

TACTICAL VIEW

Rates Maintain duration exposure as growth slows.
Credit Stay defensive. Favor higher-quality IG; hedge HY risk.
Equities Reduce exposure to high-beta tech and metals on rallies. Favor equal-weight and quality balance sheets.

Commodities Maintain gold exposure as a policy and liquidity hedge
FX USD supported vs JPY; selective EUR strength possible.

Liquidity Preserve cash optionality. Avoid leverage.

Contrarian Decoder

The equity sell-off reflects rising macro risk and marks the start of broader market stress.

The market is bending, not breaking. Liquidity conditions remain stable and credit markets are largely ignoring
Reality the equity volatility. The pullback is being driven by positioning adjustments and narrative fears rather than a
systemic funding or default event.

Risk Credit complacency is the trap. If a genuine catalyst forces credit to reprice risk, the adjustment could be sharp,
as equities currently lack a cushion from wider spreads or improving liquidity.

A rotation-driven equity dip is being ignored by a complacent credit market, leaving a stable-for-now but fragile
setup if a true shock emerges.

CE Take

Final Signal

Liquidity remains fragile, credit is beginning to reprice, and positioning is increasingly crowded. The metals shock was
a reminder of how quickly stress can surface when buffers are thin. With delayed data, elevated leverage, and narrow
equity leadership, risk-reward skews negative. Stay selective, preserve liquidity, and expect volatility.
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CE Risk Matrix

BUBBLE RISK MATRIX

Valuation  Liquidity

Asset / Segment . . Positioning Risk CE Read
Risk Risk
US Mega-Cap Tech / Al -- Crowded Late-cycle leadership, vulnerable if liquidity tightens further
US High Yield Credit -- Crowded Spreads at cycle tights with zero margin for error
US Investment Grade Credit -- Crowded Carry trade intact; downside is asymmetric if spreads widen
US Small-Cap (Quality/Value) Moderate - Light Relative opportunity vs mega-caps
Equal-Weight US Equities Moderate - Improving Beneficiary of rotation and breadth repair
Long-Duration Treasuries -- Crowded Defensive hedge, but sensitive to policy disappointment
Gold Moderate - Balanced Structural hedge against policy and liquidity missteps
Commodities ex-Energy Moderate - Light Selective upside tied to supply, not growth
Qil / Energy -- Neutral Not a bubble, but growth-sensitive
Crypto -- Fragile Liquidity-dependent, tail-risk asset
Sources: Fidelity economic outlook, Seeking Alpha asset allocation commentary, credit and spread data from LSEG FTSE Russell and market sentiment indices
CE Summary Take

Highest risk concentrations:
» US mega-cap growth, compressed credit, crypto liquidity

Relative value / contrarian zones:
» Equal-weight equities, quality small caps, Japan/EM (outside this table), gold

Portfolio implication:
» Reduce crowding. Preserve liquidity. Favor balance sheets over narratives.
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Disclosures & Important Information

Disclosures & Important Information
General Information

Contrarian Edge (“CE”) provides independent macroeconomic research, market commentary, and strategic analysis for informational and educational purposes only. CE
is not registered as an investment adviser and does not provide investment advisory services, portfolio management, or personalized investment recommendations.

Intended Audience

This material is intended solely for professional use by investment advisors, registered investment advisors (RIAs), portfolio managers, institutional investors, and other
financial professionals. It is not intended for retail investors and should not be distributed to end clients without appropriate review and approval by the advisor’s
compliance department.

No Investment Advice or Solicitation

Nothing contained in this publication constitutes, or should be construed as, investment advice, a recommendation, an offer, or a solicitation to buy, sell, or hold any
security, asset class, strategy, or financial instrument. Any references to asset classes, sectors, securities, or strategies are for illustrative and educational purposes only.

Opinions and Forward-Looking Statements

All views, opinions, and interpretations expressed reflect CE’s judgment as of the date of publication and are subject to change without notice. Certain statements may
constitute forward-looking views, which are inherently uncertain and based on assumptions that may not prove accurate. Actual outcomes may differ materially from
those expressed or implied.

Risk Considerations

All investments involve risk, including the possible loss of principal. Market conditions, liquidity dynamics, credit conditions, interest rates, leverage, regulatory changes,
and geopolitical events can materially impact asset prices and investment outcomes. Historical relationships, regime behavior, and past performance are not indicative
of future results.

Advisor Responsibility

Use of CE research does not create an advisory, fiduciary, or client relationship between CE and any recipient. Advisors remain solely responsible for all investment
decisions, portfolio construction, risk management, and suitability determinations made on behalf of their clients.

Data Sources and Accuracy

Information contained herein is derived from sources believed to be reliable, including public market data providers and third-party research platforms. However, CE does
not represent or warrant the accuracy, completeness, or timeliness of such information. Market data and conditions may change without notice.

Conflicts of Interest

CE does not receive compensation from issuers, sponsors, or providers of securities or financial products referenced in this publication. CE’s research is produced
independently and is not influenced by investment banking, underwriting, or product distribution considerations.

Intellectual Property

All content, analysis, and intellectual property contained in this publication are the property of Contrarian Edge. Unauthorized reproduction, redistribution, republication,
or commercial use, in whole or in part, is prohibited without prior written consent.
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