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Editor's Note

This is a special edition. On Friday 5 June, a hot US payrolls report sent the

two-year Treasury yield up 12 basis points, knocked the S&P 500 down 2.6%,

and spiked the VIX 40% in a single session. A balanced multi-asset portfolio

fell about 2% on the day — and the government bonds that are meant to

cushion an equity drop fell alongside it. And yet the macro snapshot below —

credit spreads, the leading indicator — barely moved.

That gap is the subject of this issue. The slow, monthly stress gauges most

newsletters lead with stayed calm. But the question on a day like 5 June is not

which way the market will go — no one knows that — it is how much a

portfolio could lose if a bad day hits, and whether that danger has just risen.

That is risk monitoring, not market timing. This edition shows, in plain

English, how NWCA's engine measures it, and where 5 June sits against the

shocks of the past five years.

Macro Snapshot — as of June 8, 2026

HY OAS at 2.75% — credit never blinked

The high-yield risk premium moved from 2.74% to 2.76% across the 5 June

shock — two basis points, noise — and sits back at 2.75%, in the bottom decile

of its 20-year range. While equity-implied volatility spiked, sub-investment-

grade credit registered nothing. This is the heart of the week's tension: the

slow, monthly-cadence stress gauges saw a calm market even as the fast ones

fired.



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

The OECD Composite Leading Indicator sits 1.23 standard deviations above

its long-run average and has risen 0.38 over the trailing three months. A

single hot payrolls print does not move a monthly leading indicator; the cycle

read is unchanged. Macro risk and market risk run on different clocks, and

this week they told different stories.

S&P 500 near 739 (SPY) — the day equities and the VIX disagreed with credit

US large caps fell 2.6% on 5 June and the VIX jumped from 15.4 to 21.5, a

40% one-day move, before settling near 18.9 by Monday. Equity-implied

volatility and credit spreads pointed in opposite directions for a session —

exactly the kind of divergence a regime-aware engine exists to adjudicate.

Source: NWCA macro signals API · Data as of June 8, 2026

The 5 June shock, and the risk a calendar VaR cannot see

K E Y  TA K E AWAY

A hot payrolls print on 5 June knocked a balanced portfolio down 2.0%
in a day — and because Treasuries fell alongside equities, the bond

sleeve meant to cushion did not. The slow macro gauges shrugged;
NWCA's conditional engine did not, lifting one-day Expected Shortfall

from 1.9% to 3.1% of the portfolio by the next session. The reason is

volatility clustering: a big day raises the odds of the next, and a risk
number that ignores it is stale the moment it matters.

S E T U P

The data first. On Friday 5 June, US nonfarm payrolls printed hot, and the

front of the Treasury curve repriced for a higher-for-longer Fed — the two-

year yield rose 12 basis points — while the S&P 500 fell 2.6% and the VIX

leapt 40%. A representative balanced portfolio — roughly half equities, the

rest in government bonds, credit, gold and property — fell about 2.0% on the

day. In a portfolio whose annualised volatility had drifted down near 10%,

that is a 3.6-standard-deviation move. The detail that matters for a balanced

book: Treasuries fell with equities, yields rising as stocks dropped. The



diversifier did not diversify — the same inflation-regime behaviour that made

2022 the worst year for the 60/40 in a generation, here in miniature.

[ WHAT VOLATILITY CLUSTERING IS — IN PLAIN ENGLISH ]

Volatility comes in clusters: calm follows calm, and storms follow storms. The

direction of the next move is unpredictable — nothing tells you whether

tomorrow is up or down — but its size is not. A big day makes another big day

more likely, for a while. The chart below shows it on the balanced book itself:

each dot is two consecutive days, the size of yesterday's move against today's.

The cloud tilts up — more clearly than it would for bonds alone, because

equities carry most of a balanced portfolio's risk and they cluster hard. After a

day the size of 5 June, the average next-day move runs well above the norm.

Each point is two consecutive trading days for the balanced book. The gold

line is the average size of today's move within each decile of yesterday's; the

dashed line its upward trend (correlation +0.15). After a day the size of 5

June (2.0%), the average next-day move steps to 0.58%, above the 0.47%

norm. Source: NWCA risk engine on real market data.

H O W  N W C A  M E A S U R E S  I T

Two models, each covering the other's blind spot. A GARCH model tracks the

size of volatility through time — it learns the clustering, so its estimate rises in

turbulence and falls in calm. Extreme Value Theory models the shape of the

tail — how fat the worst losses really are, which a normal-distribution



assumption badly understates. Multiply the GARCH one-day volatility

forecast by the EVT fat-tail quantile and you have a conditional Expected

Shortfall: the average loss on a bad day, given today's regime. Every step is a

transparent recursion on real, dated data — no black box, fully auditable,

reproducible from the source series.

A N A LY S I S

Here is what the engine did with 5 June. Markets had been calm: the

conditional one-day Expected Shortfall sat near 1.9% of the portfolio,

volatility around 9% annualised. The −2% shock changed the forecast at once.

By the next session the conditional Expected Shortfall had risen to 3.1% — up

two-thirds — and the volatility forecast from 9% to 14%. A static, calendar-

based VaR, recalibrated monthly or quarterly off a long average, would have

shown no change at all; it cannot see a regime turn until its next scheduled

refresh. The whole value of a conditional engine lives in that gap. The second

chart sets the engine's five-year memory against the events that moved it.

One-day 99% Expected Shortfall as a share of the balanced portfolio, 2021–

2026. The largest spike is the April 2025 tariff crash; 2022's simultaneous

stock-and-bond selloff kept risk elevated for a year; 5 June is a smaller but

real step, with the engine's response visible in the uptick just after the

marker. Source: NWCA GARCH-EVT engine on real market data.

C O U N T E R - V I E W

The honest objection is that 5 June may be a one-day air-pocket. Markets had

been unusually quiet, which is exactly why a −2% day scores as 3.6 sigma —

against a more normal backdrop it would read as ordinary. The most reliable



stress gauge of all, credit spreads, did not move. A skeptic would say the

engine over-reacted to a calm-market base. That is a fair reading, and it is

precisely why the conditional number is a risk gauge, not a trade signal: it

says the environment has become more dangerous, not which way to position.

F O R WA R D  I M P L I C AT I O N

For a balanced portfolio the practical reading is about the risk budget and the

diversifier. The conditional Expected Shortfall has moved from 1.9% to 3.1%

of the portfolio in a single step — a real, if early, expansion of what a bad day

now implies. More important than the number is the mechanism behind it:

on 5 June bonds fell with equities, so the part of the portfolio meant to

cushion did not. If May CPI and the 17–18 June FOMC extend the repricing,

that correlation is the thing to watch — the case for gold and genuinely

uncorrelated diversifiers strengthens precisely when government bonds stop

hedging. The broader lesson is the one this edition was built to show: monthly

macro and a daily conditional engine answer different questions, and a multi-

asset investor needs both — the slow lens for the cycle, the fast lens for the

day the cycle lurches.

What's Moving This Week

Rates — a hawkish repricing led by the front end. The 5 June payrolls

print pushed the two-year up 12 basis points against 4 at the thirty-year: a

bear-flattening that says the market added Fed-tightening risk, not term

premium. The curve had been drifting; one data surprise re-anchored the

front end. Until CPI and the FOMC, this is the dominant rate story — the

front end is now hostage to the next two prints.

Equity volatility — the VIX did the talking. A 40% one-day jump in the

VIX, from 15.4 to 21.5, then a partial retreat to 18.9 by Monday. That pattern

— a sharp spike that mean-reverts within days — is a volatility event, not yet a

volatility regime. The distinction matters: events fade, regimes persist, and

only the second should change how a book is sized. The conditional engine

treats it as the former until the data say otherwise.

Credit — the dog that didn't bark. High-yield spreads moved two basis

points through the shock and sit at 2.75%. Credit is the slowest and



historically most reliable of the stress gauges, and it did not confirm the

equity-vol move. For the divergence to resolve toward stress, spreads would

need to widen materially from the bottom decile — watch HY OAS through

3.0% as the signal that the warning shot has become something more.

Switzerland — the franc backdrop persists. Nothing this week alters

the standing picture: a franc that keeps appreciating and a domestic safe rate

near zero. For a Swiss-base investor the 5 June move is a dollar-rates story

experienced through the hedge; the SNB's 19 June assessment, consensus a

hold at 0.00%, is the next domestic catalyst.

Calendar

mid-June · US — May CPI: the inflation print that frames the FOMC

decision and will confirm or fade the 5 June repricing.

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

the dots and tone are the signal after a hot payrolls print.

Fri, 19 Jun · CH — SNB monetary policy assessment: consensus a hold

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

early July · US — June employment report: the next read on whether 5

June was a one-off or the start of a hotter labour-market run.

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. The 5 June shock operates

within these weights, not against them: the regime remains LOW STRESS on

the slow gauges, HY OAS at 2.75% sits two basis points inside the 2.77% level

captured when the tilts were set, and the LEI is unchanged at +1.23. The

conditional risk engine is a monitoring overlay on top of the house view, not a

tilt in its own right — it sharpens the timing of any duration adjustment



rather than changing the strategic stance. A sustained move in the conditional

tail, not a single day, would be a candidate for the June 15 review.

Reading List

U.S. Bureau of Labor Statistics. The Employment Situation — May 2026.

June 2026. https://www.bls.gov/news.release/empsit.nr0.htm — the primary

release behind the 5 June front-end repricing; the data, not the commentary,

is what moved the curve.

Alexander J. McNeil & Rüdiger Frey. Estimation of tail-related risk measures

for heteroscedastic financial time series. Journal of Empirical Finance, 2000.

— the conditional EVT method (GARCH filter, then Extreme Value Theory on

the residuals) that NWCA's engine implements; the academic basis for a tail

number that breathes with the regime.

Robert F. Engle. Autoregressive Conditional Heteroskedasticity with

Estimates of the Variance of United Kingdom Inflation. Econometrica, 1982.

— the origin of the volatility-clustering models, the work that won the 2003

Nobel and underpins the GARCH layer of the engine.

Closing

This edition is for illustration — to show how NWCA's risk and commentary

engines turn real, dated market data into a finished, auditable newsletter.

Every number above is reproducible from its source series, every chart

regenerable on demand, and every section tailorable: your house view, your

risk framework, 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.

https://www.bls.gov/news.release/empsit.nr0.htm
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