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Editor's Note

Last week we examined how direct lending has structurally displaced
syndicated finance. The macro snapshot below — credit at 2.72% OAS, the
leading indicator still rising, equities at fresh highs — shows the calm has

deepened, not faded.

I want to turn this week to the question my Swiss readers ask me most often.
The franc has appreciated nearly 17% against the euro over five years. The
SNB cut its policy rate to zero in June 2025 and has held there since. ECB rate
cuts that ought to support EUR/CHF have, in fact, coincided with further
CHF strength.

The lead story examines why the carry argument has broken down — and
what a CHF-base portfolio should actually do about it.

Macro Snapshot — as of May 27, 2026

HY OAS at 2.72% — credit is priced for perfection

The high-yield risk premium has compressed another 8 bps since last week
and now sits in the bottom decile of its 20-year distribution. At this spread,
sub-investment-grade bonds offer roughly 272 bps over Treasuries to
compensate for default risk that, historically, peaks above 1,000 bps in stress.
There is no margin for surprise. Tight spreads are not a forecast of trouble;

they indicate that the market is no longer being paid to insure against it.



LEl z-score at +1.23, still rising — the cycle is not rolling over

The OECD US Composite Leading Indicator is 1.23 standard deviations above
its long-run average and has risen 0.38 over the trailing three months.
Translation: the data that historically turns down six to twelve months before
recessions has yet to turn. A US recession in the next two quarters would
require this indicator to reverse direction without warning — something it

almost never does.

SPY at $750.46 — equities ratify the credit signal

US large caps closed at fresh marginal highs on Wednesday. When risk-on
equity and risk-off credit (compressed spreads) agree, the regime label writes
itself: LOW STRESS. The question for portfolio construction is not whether
the regime is benign — it is — but how to position for the asymmetry when

the next genuine surprise will not be priced in.

Source: NWCA macro signals API - Data as of May 27, 2026

The SNB is out of room — what that means for CHF-base
portfolios

The franc has appreciated through both the ECB hiking cycle and the
cutting cycle. Rate differentials no longer explain Swiss FX. The SNB
has been at the zero lower bound for eleven months and has run out of
conventional tools. CHF-base portfolios cannot solve this with domestic

safe assets.

Five years ago EUR/CHF traded near 1.10. Today it sits at 0.9153, having
touched a window low of 0.9008 on March 9. The European Central Bank ran
its deposit rate from —0.50% to a peak of 4.00% and back to 2.00%. The
Swiss National Bank ran from —0.75% to a peak of 1.75% and back to 0.00%.
Across two opposite rate regimes — aggressive hiking, then steady cutting —
the franc has strengthened almost monotonically. The carry argument that
ought to bind EUR/CHF to the ECB-SNB rate gap simply has not held.



CHF strength and the policy-rate gap with Europe
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The lower panel makes the disconnect concrete: the ECB-minus-SNB gap
widened from near zero in 2022 to a peak of +2.75pp in December 2024, then
compressed to +2.00pp today as both central banks cut. If carry drove
EUR/CHEF, the franc should have weakened across that widening. It did the
opposite. CHF is functioning as a safe asset — Switzerland's structural current
account surplus near 6% of GDP, euro-area fiscal fragility, gold-substitute
demand from global allocators — rather than a yield instrument. The SNB
knows this. Its policy rate has been at 0.00% for eleven months and the
balance sheet sits near CHF 700 billion. The next conventional move is
negative rates again, a tool whose 2015—2022 deployment was politically

corrosive and operationally costly to Swiss banks.

The honest counter is that EUR/CHF can mean-revert sharply when the
catalyst is political, not monetary. A meaningful improvement in euro-area
debt sustainability — credible French or Italian fiscal consolidation, or a
German-led demand impulse — could compress the safe-asset premium
quickly. And the SNB has surprised before: the January 2015 removal of the
EUR/CHEF floor was forecast by essentially no one. A direct intervention
announcement or a return to negative rates would move the cross
meaningfully on the day. The case is not that EUR/CHF must keep grinding
lower; it is that the prevailing direction has held for five years across opposite

rate regimes, and that is the operative reality, not the tail.



For a CHF-base client, the chart describes a structural problem: domestic safe
assets yield near zero, and the currency keeps appreciating. The asymmetry is
bad. The May tactical answer translates directly: trim CHF cash (we took
—2pp this month), deploy into short-duration IG and private credit where
carry is still positive in CHF-hedged terms, and add to DM-ex-US equity
(+3pp) where the EUR/JPY weakness is a tailwind for European industrial
earnings. Hold gold as the structural diversifier it has earned. The Swiss-
specific implementation note: prefer currency-hedged sleeves for non-CHF
exposure unless the client explicitly wants the FX volatility; the unhedged

carry is no longer worth the basis-point cost of the hedge.

What's Moving This Week

United States. Q1 GDP second estimate prints today; PCE deflator follows
Friday. Memorial Day on Monday compressed liquidity through Wednesday
and Salesforce reports after the close tonight (consensus EPS 2.55) with
Costco Thursday after-hours. The relevant macro signal remains the absence
of one: data is meeting consensus, equities digest it without celebration,
credit spreads grind tighter. The market is no longer rewarding good news

because good news is already in the price.

China. Official manufacturing and non-manufacturing PMIs release
Saturday. Recent prints have hovered just above 50, consistent with the
"stabilising not accelerating" narrative that has defined Chinese activity since
the early-2025 stimulus package. A flat reading would extend that trajectory;
a print below 49 would force a re-pricing of the China demand impulse that

has supported industrial metals and European cyclicals year-to-date.

Europe. Eurozone Flash HICP and Economic Sentiment land Friday.
Headline inflation has settled in the 2.2—2.4% band; the question is services
prices, where the ECB flagged persistence at the April meeting. A services
print below 3.5% reinforces the continued-cuts trajectory the market is priced
for; above 3.8% reopens the question of whether the June meeting cut is fully
committed. The euro is the swing variable: weak HICP supports EUR-zone
equities by accelerating the cutting path; firm HICP supports the EUR cross

but weighs on rate-sensitive sectors.



Switzerland. Q1 GDP releases tomorrow alongside the KOF Economic
Barometer for May. Watch the services momentum and capex intentions:
manufacturing exporters continue absorbing CHF strength through
productivity gains, but goods exporters' margins are narrowing visibly. A KOF
reading below 100 would be the first sub-trend print since late 2024 — a
signal the SNB will weigh against the inflation backdrop ahead of its June 19
meeting. Market consensus is for the policy rate to hold at 0.00%; a cut to

-0.25% would be the surprise.

Calendar

e Thursday, 29 May - CH — Q1 GDP + KOF Economic Barometer (May):

Real-economy read into the June 19 SNB meeting.

e Thursday, 29 May - EZ — Economic Sentiment (May): Lead indicator

for Q2 industrial activity.

e Friday, 30 May - EZ — Flash HICP (May): Services component is the
swing variable for the ECB June path.

e Friday, 30 May - US — PCE deflator (April): The Fed's preferred

inflation measure ahead of the June 18 FOMC.

e Saturday, 31 May - CN — Official PMI (May): Cleanest test of whether

the property-stimulus impulse is translating to manufacturing.

e Monday, 2 June - CH — SNB sight deposits + Markit PMI: First read on
whether the SNB has been quietly intervening in EUR/CHF.

House View Context

The May 2026 Tactical (Balanced) house view remains in force — effective
May 15, next review due June 15. Allocation tilts unchanged this week: +3pp
DM ex-US equity, —3pp High Yield, +2pp short-duration IG, —2pp
intermediate IG, +2pp Private Credit + Real Assets, —2pp CHF cash, with US
equity, EM, REITs, and gold held at strategic. Today's macro readings
reinforce the framework rather than challenge it: HY OAS at 2.72% sits 5 bps
tighter than the 2.77% level captured when the May tilts were set, deepening

the rationale for the HY trim; LEI z-score unchanged at +1.23 confirms the



cycle stance; the SNB at zero validates the CHF cash reduction. No divergence

requiring action.

Reading List

Swiss National Bank. Monetary policy assessment of 19 June 2025. SNB

Communications, 19 June 2025.

https://www.snb.ch/en/publications/communication/press-
releases/2025/pre 20250619 — the rate cut to 0.00% and the language

signalling readiness to act further if needed; the foundational document for

the chart's central observation.

International Monetary Fund. Switzerland: 2025 Article IV Consultation —
Staff Report. IMF Country Report, late 2025.

https://www.imf.org/en/Countries/CHE — official assessment of CHF

strength, SNB balance-sheet capacity, and the macroprudential implications
of the lower bound; the most authoritative third-party read on the regime

described in the lead story.

Closing

This edition is for illustration purposes — to help readers understand the
basic construction of NWCA's commentary engine. Every section can be
tailored to a high level of customisation: your house view, your investment
strategy, and your editorial voice are delivered with full transparency and an
auditable decision trail. The visual identity is yours too — we integrate your
logo, your layout, your brand colours, your typography, and your signature, so

the newsletter reaches your subscribers entirely under your name.

NWCA turns your investment process into structured, auditable data — and

translates it into editorial that sounds like you, not us.

Reach out if you'd like to see what a tailored edition looks like for your firm.

— Tianning Ning New Way Capital Advisory - tnk@newwaycapital.com -

nwec-advisory.com
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