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Executive Take | Macro Regime

Executive Take

Liquidity is tightening again as the Treasury accelerates its cash rebuild and early funding signals begin to
stir, even while credit spreads and risk assets remain calm. Growth and earnings momentum are still
supporting a soft-landing narrative, but inflation remains sticky and policy uncertainty is rising. Markets are
pricing stability and delayed easing. The plumbing suggests fragility. Risk is being under-priced, not
repriced.

Macro Regime

Late-cycle. Growth resilient, risk tolerance elevated, margins for error shrinking.

« Corporate earnings remain supportive, with upside surprises concentrated in mega-cap technology.

- Inflation remains above target, limiting the Fed's flexibility despite easing financial conditions at the front end.

» The Fed held rates steady at 3.50-3.75% and signaled patience. Markets now price the first cut around June.

« Political uncertainty is rising following President Trump’s nomination of Kevin Warsh as the next Fed Chair, adding
policy and credibility risk into an election year.

« Al-driven capex continues to surge, but valuations are stretched and increasingly sensitive to execution risk.

CE Read: Macro momentum is still positive, but late-cycle risks are accumulating beneath strong headline data.
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Liquidity | Credit | Positioning

Liquidity
Contracting. Quietly. Directionally important.

« The Treasury General Account surged to $952B on January 28, draining
reserves from the banking system.

« The Fed balance sheet ticked up marginally to $6.588T, reflecting modest
T-bill purchases that are insufficient to offset the TGA drain. CE Dashboard

« Overnight RRP usage rose to $9.6B after weeks near zero. Small in size,
important in signal as liquidity tightens.

» Bank reserves continue to trend lower, moving closer to the Fed’'s “ample
reserves” threshold.
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+ Funding rates remain anchored: SOFR near 3.65%, EFFR near 3.64%. Fy— pr—

» The yield curve steepened to roughly 74 bps (10s-2s), driven by lower 4 Usozy 3.529

front-end yields rather than higher long rates. & ustov 4.247
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CE Read: Liquidity is restrictive but not stressed. Buffers are thinning, and & RRPONTS' 9.638
funding sensitivity is increasing. crerT
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Complacent. Pricing carry, not funding risk. o
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* US high-yield spreads widened modestly to ~2.77%, still near multi-year lows. ® rove - 59,1978

« BBB spreads remain compressed around ~0.94%, reflecting persistent
demand for carry.

« Credit markets are not pricing the tightening liquidity backdrop or rising
earnings dispersion.
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CE Read: Credit remains misaligned with the liquidity signal. Downside s Bl

asymmetry is building. 0 1 i

Positioning
Crowded for calm. Selective stress emerging.

 Futures markets price roughly two cuts in 2026, with the first expected in June.

 Positioning remains long duration and concentrated in mega-cap technology.

 Sector rotation is underway: materials and energy outperformed last week, while precious-metal miners sold off sharply.
« FX markets show discrimination rather than panic, consistent with late-cycle behavior.

CE Read: Positioning is stretched in duration and mega-cap growth. Rotation risk is rising.
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Cross Asset Pulse | Theme of the Week

CROSS - ASSET PULSE

Narrow leadership persists. Materials and energy outperform; mega-cap tech remains sensitive to earnings

Equities

execution.
Rates Front-end yields drift lower. Curve steepening reflects easing expectations, not growth acceleration.
Credit Spreads tight, volatility suppressed.
FX Dollar steady overall. Yen weak. Euro stabilizing after recent pressure.

Gold and silver sold off sharply as crowded longs unwound. Oil weakened on geopolitical and demand
concerns.

Commodities

Volatility Rising modestly, but still far from stress levels.

Theme of the Week

Liquidity tightens while markets price patience.

Treasury cash rebuilding, modest RRP re-engagement, and global funding signals contrast with tight
spreads and elevated risk appetite. Markets are interpreting policy patience as support. The plumbing
suggests otherwise.

Usp  Liabilities and Capital: Liabilities: Deposits with F.R. Banks, Other Than Reserve Balances: U.S. Treasury, General Account: Wednesday Level - 1W - Federal Reserve 952.718 +81.548 (-9.36%)
WALCL - Federal Reserve 6.59T +2.998 (+0.05%)
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Tactical View | Contrarian Decoder | Final Signal

TACTICAL VIEW

Rates Add duration selectively as a hedge against growth and earnings downside.
Credit Rotate from high yield toward higher-quality investment grade. Spreads leave little room for error.
Equities Underweight crowded mega-cap growth. Prefer equal-weight exposure, value, and quality balance sheets.

Commodities  Use recent selloffs in gold and silver to rebuild positions cautiously. Stay neutral on oil.
FX Avoid crowded easing trades. Expect volatility from policy divergence and political uncertainty.

Liquidity Maintain cash and T-bill optionality. Avoid leverage.

Contrarian Decoder

Tight spreads and strong earnings confirm resilience.
Reality Liquidity is tightening quietly while positioning remains crowded.
Risk When funding tightens under tight spreads, repricing is nonlinear.

CE Read Markets are calm, but capital is becoming selective.

Final Signal

Liquidity is tightening again as Treasury cash rebuilds and early funding signals re-emerge. Credit remains complacent,
positioning remains crowded, and valuations leave little margin for error. The asymmetry favors downside. Stay
defensive, prioritize quality and liquidity, and watch the plumbing.

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



%

CONTRARIAN

EDGE

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, but asymmetric downside
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
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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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