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Editor's Note

A fortnight ago, when SpaceX listed, I wrote a private note wrestling with one
question: when a company is building markets that do not yet exist, can any
model tell you what it is worth? This week I went back to a piece on intrinsic
value I keep close, Aswath Damodaran's reminder that the value of an asset is
nothing more elaborate than the present value of the cash it will generate,

discounted for the risk that it might not.

Set those two against each other and you have this issue's question. Price and
value are not the same thing. Price is what the marginal buyer will pay today.
Value is what the cash flows justify. And this week the gap between them was
on display at both extremes, in the same five trading sessions: a rocket
company bid up by mechanical demand, and a whole equity market left for

dead by the absence of it.

Macro Snapshot, as of June 25, 2026

HY OAS at 2.76 percent, credit is still asleep

The high-yield risk premium sits at 2.76 percent, essentially where it began
the year and in the bottom quartile of its post-2010 range. Sub-investment-
grade credit, the slowest and historically most reliable stress gauge, is pricing
a benign outcome with almost no buffer for a negative surprise. The week's

noise, a hotter inflation print, a firmer dollar, did not touch it.



LEI z-score at plus 1.49, the cycle is still broadening

The OECD leading indicator stands 1.49 standard deviations above its long-
run average and has risen roughly half a point over the trailing three months.
A single inflation surprise does not bend a monthly leading indicator. The
expansion is widening rather than peaking, which is exactly why the

dominant macro risk is not recession but overheating.

S&P 500 near 734 (SPY), an inflation tape, not a growth scare

US large caps drifted as the week's PCE print rose the most since 2023 and
money markets leaned toward Fed hikes rather than cuts. The dollar firmed,
oil settled back near 70 dollars, gold slipped under 4,000. The slow regime
gauges stayed calm; the live tension is what the next two inflation prints do to

the path of policy.

Source: NWCA macro signals API. Data as of June 25, 2026.

What flows set, and what they hide

Price and value part company in both directions. SpaceX listed into a
wall of mechanical demand, index inclusion and single-stock ETFs that
buy regardless of fundamentals, so its first months are set by flows, not
cash flows. MSCI China is the mirror image: priced near the bottom of
its decade-long range against the world, not because its cash flows
collapsed, but because the foreign buyer who sets the offshore price
keeps coming and going while the developed world compounds past it.
The discipline is to value the cash, and to know what the index you hold
actually owns, a thing its sector label can hide as easily as a mechanical
bid can flatter it.

Start with the loud case. SpaceX listed at 135 dollars a share on a 1.7 trillion-
dollar valuation, raising 85 billion in the single largest equity raise in history,
and within days was slipping back below 2 trillion in a broad tech sell-off. The
argument made all week on the tape was disarmingly honest: for the first six

months the price will be set by mechanical flows, not underlying valuation.



Index inclusion roughly two weeks after the IPO triggers tens of billions of
passive buying that has to happen whatever the company is worth; single-
stock ETFs lever the move further; a sixty-day absorption run follows. None
of that is a judgment about cash. Morningstar's own estimate of intrinsic

value sat far below the listing price.

Now the quiet case, and the chart. Measured against the world, MSCI China
sits at the very bottom of its ten-year range, the first percentile. Read that
carefully, though, because it is a relative low, not a tale of continuous collapse.
In dollar terms the index bottomed in late 2022, recovered, and rallied again
into last September on the DeepSeek re-rating and Beijing's stimulus, before
giving back about a fifth into this summer. The developed world simply kept
compounding throughout, so the relative line ground to a fresh low even
through China's own rallies. The gap between price and value here is not an
earnings collapse; it is the marginal buyer who sets the offshore price coming
and going, while the money that has lifted the rest of the world has not come

home to China.

MSCI China's lost decade: priced for the worst as the world compounded
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Total return in USD, rebased to 100 at mid-2016. MSCI World (slate)
reached about 330, China A-shares (gold) 171, MSCI China (green) 138,
down from a rally that crested near 176 last September and still below its
2021 peak above 200. The lower panel shows MSCI China relative to MSCI
World at 42, the first percentile of its ten-year range. Relative price proxies
the relative multiple the market assigns; it is not a reported P/E. Source:

NWCA engine on Yahoo Finance data, as of June 25, 2026.



WHAT THE LABEL HIDES

And what is it that has de-rated? Here the label lies. By sector, MSCI China
looks barely technological: the bucket called Technology is only an eighth of
it, behind a quarter in consumer companies, a fifth in banks and a fifth in
communications. Yet the two largest holdings are Tencent and Alibaba,
twenty-three percent of the index between them, and they are the country's
foremost artificial-intelligence and cloud platforms. Neither is filed under
Technology: Tencent sits in Communication Services, Alibaba in Consumer
Discretionary. You cannot read what you own off the sector chart, which is
the same trap the SpaceX index bid sets, only quieter. As one wealth-platform
chief executive said of index funds this week, what you bought into might not

be what you are selling.

What you own in MSCI China -- and where the Al hides

The index looks un-techy: "Technology" is barely an eighth. But its two largest holdings are the Al/cloud platforms, filed under other labels.
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The Al/cloud champions sit here, not in "Technology":
Tencent 13% -> Communication Services
Alibaba 10% -> Consumer Discretionary

MSCI China by sector, via the iShares MCHI fund. The two slices that
actually hold the AI and cloud champions are highlighted in green:
Communication Services (Tencent, 13 percent of the index) and Consumer
Discretionary (Alibaba, 10 percent). The slice labelled Technology, in gold, is
only 12 percent. Source: NWCA engine on Yahoo Finance fund data, as of

June 26, 2026.

COUNTER-VIEW
Cheap is not a catalyst, and the discount is a flows story before it is a sector
story. Offshore MSCI China and the onshore A-share market hold many of the
same companies but answer to different buyers: the offshore index lives on

foreign money, while onshore prices are set by a domestic bid, lately the one



chasing the Al-hardware names. Reclassifying Tencent and Alibaba into
Technology would not close the gap, because labels do not move flows; the
marginal buyer does. What turned the offshore tape down from last autumn's
high was the data, not the index's make-up. Headline growth held at 5.0
percent in the first quarter, but May's releases exposed the half underneath:
retail sales fell 0.6 percent from a year earlier, the first decline in over three
years, property-development investment ran 16.2 percent lower across the
first five months, and new-home sales dropped a further 13.5 percent by
value, with only industrial output, up 4.5 percent, and a near-record export
surplus holding the line. The part of the economy the offshore index is built
on, the consumer and the platforms that serve it, is precisely the part that is
cracking. Some of that discount is deserved, not a mistake. A relative low can
persist while the foreign buyer stays away, and a strong dollar with a Fed

pricing hikes, not cuts, is not the backdrop that brings them home.

The practical reading is not "buy China" or "short SpaceX." It is a method.
Separate the price the marginal buyer is paying from the value the cash flows
support, then ask what you actually own. At SpaceX, today's price is a flow
story; the value question is whether broadband, defence infrastructure and
logistics ever earn into it, and the honest answer is that extraordinary and
overvalued are not mutually exclusive. At MSCI China, value may sit above
price, but only if you own the right slice and the flows turn. The same
discipline governs both poles: do not chase a compressed multiple, and never

mistake a mechanical bid for a verdict.

What's Moving This Week

The Al trade cracked a little. Micron delivered a blowout memory
forecast, yet the tape faded, because the same shortage that lifted Micron is
now forcing Apple and Microsoft to raise hardware prices by 15 to 60 percent.
For the first time in this cycle, shareholders punished the price hikes rather
than cheering the pricing power. One strategist called it the first sign the Al
build-out could be starting to deflate. It is also a lesson in concentration: a

rising tide that lifts one boat and leaves the rest at anchor.



Inflation, not growth, is the swing factor. Headline PCE rose the most
since 2023, and the market has flipped from pricing rate cuts at the start of
the year to pricing the timing of hikes. The first FOMC under new leadership
held, the dollar broke higher, oil gave back its wartime premium toward 70
dollars as the Strait of Hormuz reopened, and gold dipped below 4,000. This
is precisely the overheating scenario the May house view flagged as the

principal risk, now moving from tail to live debate.

China is easing quietly while the renminbi holds. The PBOC is
shifting toward an overnight reverse-repo rate as its operative benchmark, a
plumbing change that opens a de-facto easing path without a headline cut.
The currency stays resilient on a near-record trade surplus even as May retail
sales fell for the first time in over three years, the two-track economy in one
data set: industrial output up 4.5 percent against a contracting consumer and
a property sector where development investment is down 16.2 percent, and an

offshore equity index weighted toward the weak half.

Switzerland: the franc backdrop persists. Nothing this week alters the
standing picture of a firm franc and a domestic safe rate at zero. For a Swiss-
base investor the dollar's strength is a story experienced through the hedge,

and the SNB's June assessment, a hold at 0.00 percent, leaves the structural

CHF core intact.

Calendar

¢ early July, US — June employment report: the next read on whether a

tight labour market keeps the Fed leaning hawkish into the autumn.

* 29 to 30 June, China — the PBOC begins overnight reverse-repo
operations: the first sign of how the new short-rate tool is priced; a setting

near or below 1.30 percent would read as a de-facto cut.

e through July, US — the next CPI and PCE prints: the data that confirm

or fade this week's inflation re-acceleration, and with it the rate path.

e rolling, SpaceX — the index-inclusion and single-stock-ETF flows
across the 30, 60 and 9o-day window the lead describes: the mechanical

bid, observable in real time.



* Q4 signalled, US — the mega-IPO pipeline behind SpaceX, OpenAl and

Anthropic among them: each a fresh test of flows versus fundamentals.

House View Context

The May 2026 Tactical (Balanced) house view remains the reference
framework, risk score 67 of 100, regime LOW STRESS. The prevailing tilts are
unchanged this week: Conservative neutral, Balanced plus 3 to 5 percent
equities, Dynamic plus 5 percent equities funded from investment-grade
bonds, Opportunistic plus 5 percent equities with added private credit and
real assets. The slow gauges still validate the stance, HY OAS at 2.76 percent
sits one basis point inside the 2.77 percent captured when the tilts were set,
and the LEI has firmed from plus 1.23 to plus 1.49. The divergence to flag is
not in the lead story but in the macro tape: this week's inflation print and the
market's pivot toward Fed hikes push the framework's 30 percent overheating
scenario from tail to live debate, which is the watch item for the June review.
Two house-view lines bear directly on this issue. First, valuation discipline is
mandatory, do not chase compressed multiples, which cuts against an
unguarded SpaceX chase and an unguarded China bargain alike. Second,
emerging-market exposure requires selectivity where USD refinancing or a
delayed Fed is a headwind, which is exactly why a decade-low MSCI China is

an analytical observation here, not an allocation call.

Reading List

Aswath Damodaran. Valuation: Intrinsic Valuation (Lecture Note Packet 1).
New York University. The discipline behind this entire issue: the value of an
asset is the present value of its expected cash flows, the market that prices the
aggregate correctly still misprices individual names, and price is a forward-
looking vote that can sit far from that value in either direction. [[intrinsec

value]]

National Bureau of Statistics of China. National Economy in May 2026
(released 16 June 2026) and First-Quarter 2026 GDP (16 April 2026). The

hard data behind the consumer and property concern: retail sales down 0.6



percent year on year, the first fall in over three years; real-estate development
investment down 16.2 percent year to date; new-home sales down 13.5
percent by value; against Q1 GDP of plus 5.0 percent and May industrial

output of plus 4.5 percent. https://www.stats.gov.cn/english/PressRelease/

The week's market and China coverage. For the SpaceX index-inclusion
mechanics and the "more mechanical flows than valuation" framing, the
Micron-to-Apple memory-shortage chain, China's two-track economy and the
PBOC's repo shift. The reporting supplies the events; the reading of price

versus value is ours.

Closing

This edition is for illustration, to show how NWCA's commentary engine
turns real, dated market data and a clear house view into a finished, auditable
newsletter. Every number above is reproducible from its source, the 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.

— Tianning Senior Portfolio Manager, CIIA - NWC Advisory
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