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Executive Take - Markets rallied on the Supreme Court’s rejection of broad tariffs, removing an immediate inflationary AUTHOR
and trade overhang. Risk assets stabilized, cyclicals outperformed, and global equities advanced. However, this is
relief within a slowing macro regime. Growth is decelerating. Inflation remains sticky. Liquidity is constrained. Credit Rodrigo Jiménez

is no longer tightening. This is not the start of a new expansion cycle. It is a late-cycle rebound driven by policy relief. Macro Market Strategist

Macro Regime - Economic momentum continues to slow. Fourth-quarter GDP growth decelerated to 1.4%
annualized, and while payroll gains remain positive, the labor market is no longer accelerating. Inflation pressures
have moderated at the headline level, but core dynamics remain sticky, with recent PCE readings complicating
the path toward easing. The tariff reversal removes one inflationary vector, yet renewed levy threats sustain CE DASHBOARD
policy uncertainty. Markets continue to price a June rate cut, though persistent inflation could delay that
timeline. The macro backdrop remains late-cycle, characterized by slowing growth, constrained policy flexibility,
and a neutral-to-negative bias.

Liquidity ceBorAU:

Liquidity conditions remain constrained. The Treasury General Account remains elevated near $907 billion,
continuing to suppress reserve expansion despite modest stabilization in the Fed’s balance sheet around $6.6 trillion.
Reverse repo usage is near operational lows, yet standing repo activity indicates intermittent funding sensitivity. The
yield curve has steepened modestly, driven more by growth concerns than reflation dynamics, with the 2-year near e
3.47% and the 10-year around 4.10%. Overall, liquidity has not meaningfully expanded, leaving markets structurally E—
vulnerable to funding shocks despite orderly surface conditions.
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Credit 10¥-3M TreasurySpread

Credit markets are beginning to show early signs of repricing. High-yield spreads near 3.0% remain historically tight
but have widened modestly from cycle lows, while BBB spreads around 0.96% reflect persistent demand for
higher-quality paper. The move is not disorderly, and there is no indication of systemic stress; however, spread
compression has stalled. In a slowing growth environment, tight risk premia offer limited cushion should macro data
deteriorate further. Credit is no longer confirming equity strength and is gradually shifting from complacency toward
caution.

Positioning

Positioning has rotated rather than broadened. Cyclicals and exporters benefited from tariff relief, and European
equities have outperformed, while energy, materials, and industrials remain year-to-date leaders. Mega-cap
technology continues to dominate index weight but remains concentrated and sensitive to rates volatility. Fund
flows have re-entered risk assets, yet overall market leadership remains narrow. The rotation beneath the surface
reflects tactical repositioning rather than the emergence of a durable breadth-driven advance.
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Cross-Asset Pulse

Equities:
Relief rally following tariff ruling. Breadth improving marginally but leadership remains narrow.

Rates:
Long-end yields firm. Front-end anchored to cut expectations. Curve modestly steeper on growth concerns.

Credit:
Spreads drifting wider from cycle lows. No stress, but no further compression.

Commodities:
Gold bid on macro hedge demand. Oil range-bound. Industrial metals mixed.

FX:
Dollar slightly softer post-ruling but structurally firm. EM FX remains sensitive to liquidity conditions.

Crypto:
Tracking equity beta. No independent leadership signal.

Volatility:

MOVE remains elevated relative to VIX, signaling continued bond-market tension beneath equity calm. Equity
volatility suppressed relative to rates volatility. This divergence suggests complacency in equities while macro
uncertainty remains embedded in fixed income.

Cross-Asset Tone:
Stabilization, not acceleration. Rates volatility remains the underlying risk transmission channel.

Theme of the Week
Volatility Divergence

The compression in equity volatility following the tariff ruling has reinforced a sense of stability, with the VIX
returning to mid-cycle territory near 19. However, rates volatility tells a more cautious story. While MOVE has
declined from its tightening-cycle extremes, it remains structurally elevated relative to pre-tightening norms,
suggesting that bond markets continue to price macro uncertainty even as equities discount relief. This divergence
is characteristic of late-cycle regimes, where sentiment improves faster than underlying liquidity conditions.
Sustained equity advances typically require confirmation from declining rates volatility; until that confirmation
materializes, the current rally should be viewed as tactical rather than structural.
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TACTICAL VIEW

Rates Maintain intermediate duration exposure as growth slows.
Credit Favor higher-quality investment grade credit.
Equities Reduce mega-cap concentration. Selectively rotate into global cyclicals and exporters.

Commodities Maintain gold as policy hedge. Neutral oil.
FX Selective EUR exposure vs USD on trade stabilization theme.

Liquidity Hold T-bills and cash-equivalents. Avoid leverage.

Contrarian Decoder - Markets are interpreting the tariff reversal as a reset of the risk cycle and a renewed
opportunity for equity upside. However, beneath the surface, liquidity has not expanded, credit spreads
remain tight, and rates volatility continues to signal unresolved macro tension. The risk is not immediate
stress, but rather the asymmetry created by elevated concentration and limited spread compensation in a
slowing environment. Without confirmation from broader liquidity improvement or sustained credit
tightening, the rally should be viewed as fragile rather than foundational.

Final Signal - The macro backdrop remains late-cycle, characterized by slowing growth, constrained liquidity, and
credit spreads that are no longer tightening. While trade relief has stabilized sentiment, the underlying structural
drivers of risk have not materially improved. The CE Regime Score of 3.11 reflects elevated concentration in
mega-cap leadership and limited compensation in credit markets relative to macro uncertainty. In this
environment, upside participation remains possible, but the balance of risk is asymmetric. Positioning should favor
discipline over expansion, emphasizing diversification, quality balance sheets, and risk management until liquidity
conditions and credit confirmation provide stronger evidence of a durable expansion phase.

Macro: Slowing

Liquidity: Constrained
Credit: Mildly widening
Volatility: Divergent

CE Regime Score: 3.11
Regime: Defensive
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CE Risk Matrix

BUBBLE RISK MATRIX

Asset / Segment Valuation Risk Liquidity Risk Positioning Risk Risk Score CE Read
US Mega-Cap Tech / Al - Crowded 4 Late-cycle leadership; vulnerable if rates volatility remains elevated
US High Yield Credit Crowded 4 S!areads'near cycle tights with limited margin for macro
disappointment
US Investment Grade Credit - Crowded 3 Carry intact but asymmetric downside if growth slows further
i i Relative opportunity vs mega-caps
US Small-Cap (Quality/Value) Moderate Light 2
Defensive hedge, but sensitive to policy disappointment
Long-Duration Treasuries - Crowded 2 E ey 22
Structural hedge against policy and liquidity missteps
Gold Moderate - Balanced 2 vt g€ against policy ‘quidity misstep
Commodities ex-Energy Moderate - Light 2 9B EEE RS (2 10 B ot it
Oil / Energy - Neutral 2 Not a bubble, but growth-sensitive
Crisin - S 5 Liquidity-dependent, high-beta tail-risk asset

- Sources: Fidelity economic outlook, Seeking Alpha asset allocation commentary, credit and spread data from LSEG FTSE Russell and market sentiment indices

Matrix Interpretation

Highest Risk Concentrations

« High Yield credit with historically tight spreads
« Investment Grade with minimal spread buffer
» Residual concentration risk in global risk-on positioning

Relative Value Zones

» Emerging Markets equities vs expensive Developed Markets
» Gold as macro hedge
« Selective cyclicals benefiting from trade stabilization

Portfolio Implication

» Reduce exposure where spread compensation is thin.
« Maintain defensive hedges.

« Favor relative value over outright beta expansion.

» Avoid leverage in a late-cycle liquidity regime.
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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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