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I VIX at 17.18 isn't calm — it's compressed. SPX at 7,399 with HY at 2.79% and gold at $4,710 is a late-cycle fever dream.

3.58 Defensive 3.65 Surging Tight

Compressed 67.25 17.18

CE REGIME SCORE REGIME PRIOR WEEK LIQUIDITY CREDIT

Note: Reaime score eased sliahtlz due to Iiauiditz surge but remains deﬁensive. Low VIX = eersistent risk.

VOLATILITY MOVE INDEX VIX

EXECUTIVE TAKE
As of May 8, 2026:

« Net liquidity: $5,830B (up $110B from prior week — TGA draw-down accelerating)
« Fed balance sheet: $6,710B (+$9.6B)

+ TGA: $878B (-$104B in one week - draw-down accelerating)

« RRP: $0.8B (effectively zero)

« Reserve balances: 2.80T (+81B)

Markets are pricing perfection:

* SPX: 7,399 (new highs + 169pts)

» VIX: 17.18 (complacent)

« HY spreads: 2.79% (tighter than last week; cycle tights)
+ Gold: $4,710 (smart money hedging)

« WTI: $99.17 (easing but elevated)

* US10Y: 4.41% (creeping higher)

LIQUIDITY
METRIC
Net Liquidity $5,720B $5,830B +$110B
TGA $982B $878B -$104B (accelerating)
RRP $0.6B $0.8B Immaterial
Fed Balance Sheet $6,700B $6,710B +$9.6B
Reverse Balances $2.72T $2.80T +$81B
CREDIT
SPREAD LEVEL SIGNAL
IG 0.79% Cycle tights; no recession premiums
HY 2.79% Tighter than last week; extreme complacency
VOLATILITY

Complacent; up slightly from 16.98, but still in the danger zone

VIX 17.18
MOVE 67.25

Bond vol falling — market comfortable with yields at 4.41%

Read: The Treasury is emptying the TGA at 100B +
per week. That is 400B of liquidity injection over a
month. Markets are drunk on it. When the tap turns
off, and it will, the hangover is severe.

Read: TGA draw-down continues to inject massive
liquidity. Net liquidity surged $110B in one week; the
largest weekly increase in months.

Watch: TGA at $878B at current pace, $7008B -
$750B in 1-2 weeks. That is when the rebuild
conversation begins. Liquidity reverses fast.

Read: HY at 2.79% is pricing default rates below
1.5%. That appears inconsistent with slowing growth
and refinancing pressures ahead. The longest,
tightest credit market since 2021.

Trigger: HY > 3.25% = pain trade begins. The gap
widened this week — the eventual move will be
larger.

Read: VIX at 17.18 with SPX at all-time highs is
historically a warning. Last two occurrences (Jan
2022, Aug 2023) preceded 8-12% equity draw

downs within 6 weeks. The divergence between VIX
and SPX is widening.

Trigger: VIX > 22 = regime change.
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The Liquidity Signal

« Equities: Re-risking complete — SPX 7,399 extended

« Credit: Fully priced for perfection — HY at 2.79% leaves no margin for error
« Volatility: Being sold — short vol crowded again

» Cash: 4-5% — below historical average, no dry powder

» Gold: Accelerating inflows — $4,710, up 200+ in three weeks

FLOWS (as of May 8)

« Equities: Still inflows, but breadth narrowing

+ Credit: IG steady, HY flattening at cycle tights

* Money Markets: Flat — no panic, no dry powder build

» Gold: Strong inflows — smart money hedging intensifies

« Energy: Quiet inflows — under-owned relative to oil at $99

THE TRADE

Asset Recommendation

Equities Underweight - fade strength at SPX 7,400+

Credit Underweight HY - 2.79% is extreme complacency

Cash / Short Duration Overweight - build dry powder for vol spike

Gold Overweight - strengthening hedge demand and momentum
Energy (XLE) Tactical long - WTI @ $99, under-owned

PAIN TRADE

VOL SPIKE + EQUITY REPRICING + LIQUIDITY DRAIN

Triggers:

VIX = 22 (currently 17.18)

HY spreads > 3.25% (currently 2.79%)

TGA rebuild begins (liquidity reverses — watch $700B)
US10Y > 4.75% (currently 4.41%)

MOVE > 80 (currently 67.25)

SOFR > 3.75% (currently 3.60%)

LEVELS TO WATCH

Instrument Current

SPX 7,399

VIX 17.18

HY Spread 2.79%

10-yearyield 4.41%

MOVE 67.25

SOFR 3.60%

Gold $4,710

WTI $99.17

TGA $878B

Trigger

Break below 7,000 = acceleration lower; 7,500 =
next resistance

>22 = regime change

>3.25% = credit stress

>4.75% = risk off

>80 =bond vol spike

>3.75% = funding stress

>$5000 before SPX <6,500 = regime confirmation
>$110 = inflation shock

<$700B = liquidity drain begins

New addition:

Gold at $4,710 is telling you something equities aren't.
Listen to the hedge, not the hype."

“Sell vol if VIX reaches 15.50. Buy 60-day puts on SPX at 7,000
strike.”
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The Liquidity Signal

WHAT WOULD MAKE ME WRONG

BIG PICTURE

The past week saw a $110B surge in net liquidity; the largest weekly injection in months. TGA
draw-down accelerated to -$104B. The Fed even expanded its balance sheet slightly (+$9.6B).

This explains the melt-up: SPX +169, HY tighter to 2.79%, VIX suppressed.
But look underneath:

« Gold at $4,710 (+ $96) — smart money hedging

« TGA at $878B — at current pace, the draw-down exhausts in 1-2 weeks
« RRP at $0.8B — no buffer

« HY at 2.79% — pricing perfection, no margin for error

The Treasury is emptying the TGA at $100B+ per week. That's $400B+ of liquidity injection over
a month. Markets are drunk on it.

When the tap turns off, and it will, the hangover is severe.

When TGA rebuild begins (likely sub-$700B), liquidity reverses fast. Inflation floor at 3% means
any Fed pivot reignites prices before growth. No clean escape.

Liquidity bought time. It didn't solve the problem.

FINAL SIGNAL

“Melt-up continues. Hedge intensifies. Raise cash. Hold gold. Sell the next VIX dip below 17."

The next 4-6 weeks will separate the ones who watched the flows from the ones who chased
the tape.

Gold at $4,710 is your canary. When it hits $5,000 before SPX breaks 7,000, you'll know who
was right.
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DISCLOSURES

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 a registered investment adviser, broker-dealer, or financial planner and does not provide investment advisory services, portfolio
management, or personalized

investment recommendations.

Intended Audience

This material is intended solely for use by investment professionals, including 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 recipient’s
compliance function.

No Investment Advice or Solicitation

Nothing contained in this publication constitutes, or should be construed as, investment advice, a recommendation, or an offer or solicitation to buy,
sell, or hold any

security, asset class, strategy, or financial instrument.

Any references to asset classes, sectors, securities, or strategies are provided for illustrative and informational purposes only.

Opinions and Forward-Looking Statements

All views, opinions, and interpretations expressed herein reflect CE’s judgment as of the date of publication and are subject to change without notice.
This material may include forward-looking statements, which are inherently uncertain and based on assumptions that may not prove accurate. Actual
results and market

outcomes may differ materially from those expressed or implied.

Risk Considerations

All investments involve risk, including the potential loss of principal.

Market conditions, liquidity dynamics, credit conditions, interest rates, leverage, regulatory changes, and geopolitical developments may materially
impact asset prices

and investment outcomes.

Historical relationships, regime behavior, and past performance are not indicative of future results.

No Advisory Relationship

Use of this material does not establish an advisory, fiduciary, or client relationship between CE and any recipient.

Recipients remain solely responsible for all investment decisions, portfolio construction, risk management, and suitability determinations.

Data Sources and Accuracy

Information contained herein is derived from sources believed to be reliable, including publicly available data and third-party providers. However, CE
makes no

representation or warranty, express or implied, as to the accuracy, completeness, or timeliness of such information.

Data, estimates, and market conditions are subject to 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 activities.

CE and its author may hold or take positions in the assets or markets discussed, and such positions may change without notice.

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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