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Editor's Note

Last week I wrote about the franc and an SNB that has run out of
conventional room. This week I want to move from currency to equities —
and to the question underneath both: in a market this calm, where is value

actually cheap?

The macro snapshot below still reads benign. Credit at 2.71%, the leading
indicator rising, US equities at fresh highs. When the regime is this
constructive, the interesting decision is not whether to take risk — it is which

risk you are being paid to take.

The lead story makes the case that the cheapest opportunities now sit outside
US large-cap growth, and what a measured rotation toward them means for a
CHF-base portfolio.

Macro Snapshot — as of June 3, 2026

HY OAS at 2.71% — credit is still priced for perfection

The high-yield risk premium is a basis point tighter than last week and
remains in the bottom decile of its 20-year distribution. At roughly 271 bps
over Treasuries, sub-investment-grade credit is compensating for default risk
that, in genuine stress, has historically peaked above 1,000 bps. Spreads this
tight are not a forecast of calm — they are the price of a market that is no

longer being paid to insure against surprise.



LEI z-score at +1.23, still rising — the cycle is intact

The OECD US Composite Leading Indicator sits 1.23 standard deviations
above its long-run average and has risen 0.38 over the trailing three months.
The series that historically turns down six to twelve months ahead of
recessions has not turned. A near-term downturn would require it to reverse

without warning — which it almost never does.

SPY at $754.24 — equities ratify the credit signal

US large caps closed at fresh highs. When risk-on equity and risk-off credit
agree, the regime label writes itself: LOW STRESS. The construction
question in a regime this benign is not exposure but composition — which

corners of the equity market are cheap, and which are simply crowded.

Source: NWCA macro signals API - Data as of June 3, 2026

The cheap corners are outside US large-cap growth

Valuation dispersion between US large-cap growth and everything else
is at an extreme with little precedent. The signal is not to sell US growth
wholesale — it is to begin a measured, multi-quarter rotation toward the
cheap factors, small-cap value and emerging-market value, sized for a

CHF-base portfolio and aware of its currency leg.

The concentration in US large-cap growth has reached a point with no real
precedent. Seven individual S&P 500 companies now each exceed the entire
Russell 2000 Value index in market capitalisation. The valuation spread
between value and growth is among the widest in decades. Small-cap
valuations relative to large caps sit in their cheapest quintile — and a Fidelity
study running back to 1990 finds that from such levels, small-caps
outperform large-caps over the following decade 96% of the time. Emerging-
market equities trade cheaper relative to the S&P 500 than they have 80% of
the time since 1996. The dispersion is not a feeling; it is measurable, and it is

large.



Value and small-caps are historically cheap vs US large-cap growth (since 2010)
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Relative total return since 2010: large-cap value (vs growth) and small-cap
value (vs large-cap growth) both sit near 16-year lows — the 7th and 8th

percentile of the period. Source: Yahoo Finance, adjusted close.

What makes the cheap factors investable now — not merely cheap — is the
positioning behind them. Emerging-market equities have rallied roughly 25%
this year, yet composite positioning has eased to about the 77th percentile,
and foreign institutions have been net sellers. Mandate caps on single-stock
and sector concentration are forcing managers to trim the megacap winners
into strength (SK Hynix is up 253% year-to-date) and redeploy into a
broadening set of regional tech, industrials and financials. That is the
opposite of a crowded blow-off: the rally has been led by domestic and hedge-
fund money while long-only foreigners reduced. Cheap valuations, light
institutional positioning, and improving breadth are precisely the conditions

a durable value rotation needs.

The honest counter is that "cheap" has been a value trap for fifteen years. US
large-cap growth has compounded the earnings and margins that justified its
premium, and momentum can persist long past any valuation signal. Even
the rotation's advocates counsel averaging exposure down over months and
years, not switching wholesale — value timing is notoriously poor. The
emerging-market case also carries a currency leg: the Korean won has fallen

about 7% against the dollar this year despite a current-account surplus near



6.6% of GDP, so a local-equity gain can be eroded in dollar or franc terms.

This is a multi-quarter posture with FX risk attached, not a quarter's trade.

For a CHF-base client this is a composition lean within a risk-on stance, not a
change in equity weight. Tilt the equity sleeve toward small-cap value and
emerging-market value, funded by trimming the most concentrated US large-
cap growth, and do it gradually over quarters. The currency note matters
more here than for European exposure: small-cap-value and EM-value
vehicles are dollar-denominated, and against a strengthening franc the FX leg
can swamp the factor return — so prefer CHF-hedged share classes where
they exist, or size the unhedged allocation to a level the client can hold
through an FX drawdown. And on the dollar itself, the evidence that its
reserve role is cyclical rather than in decline argues against running this as a

one-way USD-bear trade.

What's Moving This Week

United States — concentration at an extreme. The clearest single
statistic of the week: seven S&P 500 companies are each individually larger
than the entire Russell 2000 Value index. The value-versus-growth valuation
gap is close to its widest in decades. None of this dates the turn — extremes
can stretch further — but it does define where the asymmetry sits. The
expensive part of the market is also the crowded part, and the cheap part is

where institutions are under-weight.



Concentration at an extreme: the average S&P 500 stock vs the index
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The S&P 500 equal-weight index relative to the cap-weighted index sits near
its lowest in over two decades — the average stock has badly lagged the

mega-cap-driven benchmark. Source: Yahoo Finance, adjusted close.

Emerging markets — forced diversification, not a bubble. A
JPMorgan study this week shows mandate constraints obliging managers to
book profits in TSMC, Samsung and SK Hynix and rotate into the wider
region — Malaysia, Thailand, Singapore, India, Chinese industrials and
energy storage. Gavekal notes roughly $70bn of Korea exposure trimmed this
year by foreigners. With positioning eased to the 77th percentile, JPMorgan
lifted its Asia-ex-Japan index targets and would buy pullbacks. Constructive,

not stretched.

Emerging markets vs US equities: cheap after a full cycle (since 2003)
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MSCI emerging markets relative to the S&P 500: after peaking in 2010, EM
has round-tripped to near two-decade lows vs US — the 14th percentile of
the period, now off its early-2025 trough. Source: Yahoo Finance, adjusted

close.

The dollar — cyclical, not declining. A new NBER study of six decades of
international bond issuance is a useful counterweight to the structural-USD-
decline narrative. The dollar's share of international debt fell from about 60%
in the early 2000s to roughly 43% by 2008, then climbed back to about 60%
— "dollarization waves," not a trend. Heightened geopolitical risk actually
pushes non-US issuers toward the dollar. The EM case stands on valuation

and positioning; it does not need a falling dollar.

Switzerland — the franc backdrop persists. Nothing this week alters
last week's picture: a franc that keeps appreciating and a domestic safe rate
near zero. For a Swiss investor, the rotation's live question is the FX leg, not
the equity thesis. The SNB's June 19 assessment is the next scheduled

catalyst; consensus holds at 0.00%.

Calendar

e Fri, 5 Jun - US — May employment report: first clean read on whether

the labour market is cooling into the summer.

e mid-June - US — May CPI: the inflation print that frames the FOMC's

June decision.

e Tue—Wed, 17—18 Jun - US — FOMC decision: market priced for a hold;

the dots and tone are the signal.

e Fri, 19 Jun - CH — SNB monetary policy assessment: consensus is a

hold at 0.00%; a cut to —0.25% would be the surprise.

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, REITSs and gold held at strategic. This week's evidence operates
within those weights rather than against them: the lead argues an intra-equity
composition lean — value over growth, with small-cap value and EM value the
cheap expressions — which the framework accommodates at its strategic US
and EM equity weights. No top-line divergence: HY OAS at 2.71% sits 6 bps
inside the 2.77% level captured when the tilts were set, the LEI is unchanged
at +1.23, and the regime is LOW STRESS. The composition lean is a
candidate for the June 15 review, not an action requiring a mid-month

change.

Reading List

Business Insider. An investing legend explains why now is the time to start
moving into unloved small-cap stocks (interview with Rob Arnott, Research
Affiliates). Business Insider, June 2026.

https://www.businessinsider.com/top-stock-picks-value-growth-emerging-

markets-investing-rob-arnott-2026-6 — the source for the value-dispersion

statistics and the "average down over months and years" discipline behind the
lead.

Jules Rimmer. Maxed out on TSMC, Samsung and SK Hynix, what

emerging-market funds are buying now. MarketWatch, June 2026.

https://www.marketwatch.com/story/maxed-out-on-tsmc-samsung-and-sk-

hynix-what-emerging-market-funds-are-buying-now-bafge828 — JPMorgan

and Gavekal on EM positioning, mandate-driven diversification, and the

won's currency drag.

Swapan-Kumar Pradhan, Eswar S. Prasad, El6d Takats & Judit Temesvary.
Dollarization Waves: New Evidence from a Comprehensive International
Bond Database. NBER Working Paper 34942, June 2026.

https://www.nber.org/digest/202606/dollars-evolving-role-international-

bond-markets — the evidence that the dollar's role in international debt is

cyclical, not structurally declining.
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Closing

This edition is for illustration — to show how NWCA's commentary engine
turns a house view into a finished, auditable newsletter. Every section can be
tailored: your house view, your investment strategy, and your editorial voice,
delivered with full transparency and a traceable decision trail. The visual
identity is yours too — 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 Founder - New Way Capital Advisory Geneva, Switzerland - +41 76
3814748
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