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Week of November 02, 2025

Executive Take

Markets feel calm, but it's the calm of exhaustion, not conviction.

The Fed cut rates 25 bps to 3.75 - 4.00 % and announced quantitative tightening
will end December 1. The surface read is policy relief, yet real liquidity hasn'’t
improved. Credit spreads remain near cycle tights, leverage stays high, and
earnings breadth continues to thin.

This is not early-cycle energy; it’s late-cycle complacency with a cushion that’s
nearly gone.

Base case: a range-bound, liquidity-dependent market where small macro shocks
cause out-sized rotations.
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The Signal - Macro Thesis

« Policy: The Fed’s cut and QT-end announcement sound dovish, but balance-sheet
liquidity hasn’t expanded. The easing narrative runs ahead of reality.

» Rates: The 10-year sits near 4.1 %, a move reflecting growth fatigue, not stimulus.

e Credit: HY OAS = 2.85 %, IG = 0.78 % — both near the tightest since 2021. Tight spreads
into a slowing economy are fragile, not bullish.

« Flows: EPFR shows renewed bond inflows (mainly sovereigns) while equity flows
flatten.

« Commodities: WTI = $62 and gold = $4,016 signal fading momentum, not expansion.

Translation: Markets celebrate rate cuts while liquidity quietly contracts. That
divergence is the story.

Contrarian Take

Markets are trading policy optics, not

plumbing.
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Cross Asset Pulse - Market Overview

Asset Class Valuation (Key Refs) Liquidity / Credit Sentiment / Positioning Risk Level

Crowded; retail and
US Equities Very elevated; forward P/E above Strong liquidity, tight spreads,

institutional chasing big tech (=
Mega-cap historic norms. high leverage.

67 % see market as overvalued).

Less rich vs US; moderate entry Balanced liquidity; spreads Sentiment improving on
Japan Equities
point. stable. reforms.

Liquidity uneven; external
EM Equities Discount to DM valuations. Flows tentative but improving.
vulnerability remains.

Liquidity good; issuance

IG Credit Rich; spreads narrow. Heavy positioning.
strong.
Weakest liquidity in credit

HY Credit Rich; yields low vs risk.
complex. Complacent positioning.

Liquidity steady; supply-risk
WTI Crude Elevated vs soft demand forecasts Sentiment moderate.
premium persists.

Gold Elevated but macro-supported. Deep liquidity. Strong safe-haven demand.

Summary: Valuations rich, liquidity uneven, positioning complacent —
asymmetric risk across assets.

“Source: Strategist Hub, Bloomberg, CME | Data as of 11/02/2025”
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THE EDGE - Tactical Playbook & Decoder

Tactical Bias: Defend liquidity, stay selective, buy volatility cheap.
« Add modest duration via 10-yr (= 4.1 %) for convexity.
« Keep core gold; trim into spikes and re buy below $3,900 if momentum resets.

« Underweight HY beta; rotate carry toward upper IG or Treasuries.

Stay neutral energy; sell rips toward $65.

Hold quality cash-flow equities; fade crowding in mega-caps.

Street Says Reality

“Rate cuts mean liquidity expansion.” Balance-sheet runoff still ongoing; cuts # new cash.
"New highs prove the soft landing.” Tight spreads with weak breadth = late-cycle optimism.
“HY carry is safe until spreads widen.” At 2.8 % OAS, HY has no margin for error.

. . It’s demand cooling plus position unwind, not a macro
“0il weakness means deflation.”

signal.

Interpretation

This isn’t systemic panic; it's a liquidity fade. Credit
is quietly repricing before equities admit it.

© 2025 The Contrarian Edge — Prepared by Rodrigo Jiménez | For informational purposes only



SN B/ THE
‘.«ff CONTRARIAN
EDGE

CLOBAL MARKET INTELLIGENCE

Quote of the Week

“Markets mistake quiet for safety. Liquidity is never seen until it’s gone.”

— RJM, The Contrarian Edge

Radar - What's Next

+ ISM Manufacturing (11/3) and NFP (11/7) frame the growth debate.
« FOMC minutes (Nov 19) to clarify if “QT end” equals real liquidity shift.

Credit markets: Watch for HY issuance windows closing or bid-ask spreads widening.

Flows: Bond fund momentum vs equity flattening — key for risk rotation.

« Commodities: WTI inventory data and OPEC headlines as volatility triggers.

© 2025 The Contrarian Edge — Prepared by Rodrigo Jiménez | For informational purposes only



