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Executive Take

Liquidity conditions have inflected from contraction to maintenance, but this is not a full easing regime. The Fed has
ended QT and initiated Reserve Management Purchases to stabilize reserves, providing near-term support to risk
assets. Credit markets remain priced for a near-perfect outcome, while positioning is increasingly crowded. The setup
favors continued participation with tighter risk controls, as upside is liquidity-supported but increasingly fragile.

Macro Regime

Growth & Inflation

The U.S. economy continues to decelerate into a late-cycle stall. Payroll growth is weak, hiring is concentrated in
non-cyclical sectors, and wage growth remains elevated. Inflation is cooling only gradually and remains above target,
limiting policy flexibility.

Policy

The Fed’s December rate cut brought the policy range to 3.50-3.75%, followed by a signal to pause. Markets continue
to price faster easing than the Fed projects, creating policy expectation risk. Fiscal policy remains expansionary,
reinforcing late-cycle dynamics rather than resetting the cycle.

Macro Regime Signal
Late-cycle, policy-constrained, liquidity-managed. Not recessionary, but increasingly asymmetric.
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Liquidity | Credit | Positioning

Liquidity

What Changed

Quantitative Tightening has ended. The Fed has pivoted to Reserve Management Purchases, buying
approximately $40B in Treasury bills per month to maintain ample reserves. This removes a structural
headwind and marks a shift from contraction to stabilization.

What Didn’t
ON RRP remains effectively depleted. The liquidity buffer that absorbed excess cash in prior cycles no
longer exists. The TGA remains elevated, continuing to drain private-sector liquidity.

What's Diverging
Short-term rates price aggressive easing, while long-term yields remain pressured by deficits and rising
term premia. Liquidity support is present, but not abundant.

Liquidity Signal
Neutral-to-bullish near term, structurally constrained. Supportive, not expansive.

Credit

Spreads
Investment-grade and high-yield spreads remain near multi-year tights. CDX pricing confirms minimal
demand for protection. Credit markets are signaling confidence, not caution.

Interpretation
Credit is not warning of stress. The risk is not current deterioration but lack of margin for error. Any macro
or funding surprise would force rapid repricing.

Credit Signal
Offense with fragility. Attractive carry, asymmetric downside

Positioning

Flows & Exposure
Equity and credit inflows remain strong. Cash balances are near record lows. Long-duration and rate-cut
trades are crowded. CTA and retail flows remain risk-on.

Market Internals
Breadth is deteriorating beneath index highs. Leadership is narrow and rotating. Options markets show
elevated hedging activity even as prices rise.

Positioning Signal
Crowded offense. Liquidity allows participation, positioning increases reversal risk.
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Cross Asset Pulse | Theme of the Week

Cross Asset Pulse

Equities: Supported by liquidity, but leadership is narrow and rotational
Credit: Tight spreads reflect confidence, not resilience
 Rates: Front-end pricing aggressive easing; long end resists

« Commodities: Preference for metals over energy

FX: Dollar vulnerable short term but supported by divergence risk

Theme of the Week

“Liquidity Support Without Cushion.”
Markets have a green light from the Fed, but no shock absorber. Liquidity is being actively managed, not
replenished. Risk can persist, but volatility will arrive faster when it does.

Positioning and Risk Dashboard
Sparkline Graphs Total Return Total Return Total Return CAGR Total
Ticker Last Price (1Y) (1M} (3M) YTD) Return (5Y) Price (1Y Ago)
POSITIONING AND RISK
= SPX S&P 500 6,977.27 —~—, 6.48% 5,827.04

* NDX NASDAQ 100 25,787.66 3 3 6.46% 20,847.58

*RTY Russell 2000 Index 2,635.69 e A0 10.07= .20 2,186.94

= VIX CBOE SPX Volatilit... 15.09 T -4.55% -30.62% A0 -B8.34% 19.49
= GC1 Gold 4,593.32 & 15.55% 2,669.89
*HG1 Copper 5.95 21.95% 426
*CL1 WTI Crude Oil ey i 0,92
= USYC10Y2Y United States Yield... -1.54% 22,33
= USYC10Y3M United States Yield... -1.24% 547,67
*T5YIE 5-Year Breakeven l... . -1.71% -3.36%

* T10YIE 10-Year Breakeven... i e -2.90s

(c) 2025-2026 The Contrarian Edge | For Advisor Use Only



@

CONTRARIAN

EDGE
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Tactical View

« Equities: Stay invested, reduce exposure to crowded high-beta tech
 Fixed Income: Favor quality duration with curve hedges

Credit: Prefer upper-tier HY and short-duration 1G

FX: Tactical USD weakness, but remain alert to squeeze risk

- Commodities: Favor metals over energy

Liquidity: Preserve optionality; do not run fully invested

Contrarian Decoder

Consensus:
A new easing cycle is underway. Rate cuts signal stimulus and a durable bull market.

Reality:
This is a stabilization operation. QT has stopped, but liquidity is being maintained, not expanded. The Fed is reacting
to funding stress, not stimulating growth.

The Edge:
Markets cheer the action and ignore the cause. “Less tight” liquidity is not fuel. Without sustained liquidity
momentum, upside becomes fragile and volatility risk rises.

Decoder Takeaway:
This is late-cycle plumbing repair, not early-cycle stimulus. A reactive Fed means policy is constrained and market
outcomes are increasingly dependent on funding conditions, not optimism.

Final Signal

Liquidity support extends the cycle, but positioning and valuation compress future returns. Participate selectively, hedge crowding, and
stay liquid enough to act when volatility replaces complacency.

One hard truth, stated clearly

This is not a “risk-off” call.
It is a risk management call.

(c) 2025-2026 The Contrarian Edge | For Advisor Use Only



@

CONTRARIAN

EDGE

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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