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Executive Take

Markets look strong on the surface. Underneath, liquidity is thinning. Spreads
are tight near cycle lows while indexes print records. That is not stability. That is
fragility priced as perfection. The next move in credit will lead equities.

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



SN B/ THE
"'\y CONTRARIAN
EDGE

CLOBAL MARKET INTELLIGENCE

The Signal - Macro Thesis

Breadth vs price: Major U.S. indexes sit near record highs, but the advance leans on mega caps

and earnings optimism. New highs with tight credit is classic late-cycle optics.

Rates: The 10-year sits near 4.0%. The drop is about growth worry and positioning, not a clean

“easy-liquidity” story.

Credit: HY OAS is ~2.8% and IG OAS ~0.74%. These are very tight prints. Tight spreads into
softening growth mean poor cushion if volatility returns.

Commodities risk-off tell: WTI hovers ~61. Gold just broke lower after a parabolic run, signaling

de-frothing rather than calm. Liquidity buyers are stepping back.

 Sources : Bloomberg, YCharts,UP

Contrarian Take

The market is paying an ‘illusion

premium” for liquidity. When flows fade,
price discovers reality.
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Cross Asset Pulse - Market Overview

Asset Class

Valuation (Key Refs)

Liquidity / Credit

Sentiment / Positioning

Risk Level

US Equities - Mega-cap

Japan Equities

EM Equities

IG Credit

HY Credit

WTI Crude

Gold

Elevated multiples vs

history

fwd P/E ~15-16

fwd P/E ~14.0

OAS ~0.74%

OAS ~2.8%

~$61

~$4,025 After sharp pull
back

Funding for lenders

Balanced

Liquidity uneven

Very tight

Tight, little cushion

Energy complex soft

N/A

Data refs: S&P 500 levels and records, 10-year ~4.0%, HY OAS
~2.8%, IG OAS ~0.74%, WTI ~$61, gold pullback to near ~$4,025

then below $4,000.

“Source: Strategist Hub, Bloomberg, CME | Data as of 10/27/2025”

Crowded winners, narrow

breadth

Moderate positioning

Flows tentative

Heavy demand

Re-risked

Positioning Light

Positioning cutting after spike
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THE EDGE - Tactical Playbook & Decoder

Bias: Defend liquidity. Buy optionality cheap. Keep offense selective.
Add +1% UST duration - cheap hedge with 10-year near 4.0% and convexity if risk-off extends.
Hold core gold, but trim into strength - keep a core but respect the de-froth. Re-buy sub-$3,800 if momentum resets.

Underweight HY beta - OAS near 2.8% gives little downside protection. Shift spread risk to upper-quality IG or barbell
with Treasuries.

Energy tactical neutral - crude near $61 lacks upside catalyst near term. Use rebounds toward mid-60s to sell rips.

Equities - stay long quality cash flow. Fade crowding in megacaps into earnings volatility.

Street Says Reality

. . . Highs with tight spreads can be late-cycle. Cushion is thin if
“New highs confirm stability.”
growth wobbles.

“Falling yields mean easier financial conditions.” 10-year near 4.0% reflects growth and positioning anxiety, not
’ abundant liquidity

. It is a de-froth after a vertical move. Hedge demand resumes if
“Gold pullback ends the hedge bid.”
volatility rises

Interpretation

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

»

“Liquidity looks like confidence until someone needs to sell.

— RJM, The Contrarian Edge

Radar - What's Next

« FOMC, Oct 28-29 - Watch statement language on “financial
conditions” and “stability.” Minutes due Nov 19.

e PMIs - Final October global and U.S. prints set tone for November
growth debate. Japan’s manufacturing softness is a warning.

e Earnings heavyweights - Megacap reports drive breadth and

guidance sensitivity this week.
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