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The Resilience Paradox

The core tension of the TH 2026 was that markets delivered historic returns despite, not
because of, the macro environment. By nearly any conventional framework, the setup for
the 1H 2026 should have been bearish. Instead, the traditional relationship between
macro risk and asset prices broke down.

1H 2026 developments that may have historically been bearish

. . Sticky inflation
Middle East regional war n reasserting itself > 4%

Historic Strait of Hormuz 7 Contentious Fed Chair
shutdown regime change
Largest oil supply shock Yen at 40 year lows;
in history JGB curve stress

4 Continued US trade war US deficits eclipsing
escalation WW2 era levels
Failure to renew & Stretched market valuations
extend the USMCA & concentration

Global & EM Equities Outperformed in 1H 2026 %)

Performance in 1H 2026

EM Equities 24.0%
g} Brent I 19.8%
Nasdaq D 12.8%
Global Commodities B 12.3%
S&P 500 B 10.2%
Global Equities B 10.0%
USD Index B 2.9%
US HY B 1.9%
Euro Bonds B 1.3%
US IG B 1.0%
US Treasuries ] 0.4%
Global Credit (-0.2%) |

Gold  (-7.2%)

Source: (1) Bloomberg. Data as of June 30, 2026. Data shows total returns.

US Equities Outperforming Credit Since GenAl Inflection Point

Annual relative total returns, USD markets

S&P 500
10.2%

High Yield S&P 500 Munis S&P 500 S&P 500  S&P 500 S&P 500 S&P 500  S&P 500
17.5% 21.8% 1.1% 31.5% 18.4% 28.7% 26.3% 25.0% 17.9%

S&P 500  EM Sov High Yield High Grade Munis EM Sov EM Sov
11.9% 10.0% 14.4% 9.8% (-9.0%) 9.7% 14.5%
High Yield High Grade High Yield High Yield High Yield High Yield
7.5% 14.2% 5.4% (-11.2%) 13.4% 8.5%

EM Sov High Grade EM Sov | High Yield  Munis EM Sov | High Yield
10.1% 6.5% 13.0% 6.2% 1.8% 13.2% 8.2%

High Grade Munis  High Grade Munis  High Grade High Grade High Grade High Grade
6.0% 5.4% (-2.2%) 5.3% (-1.0%) 8.4% 2.8% 7.8%

High Yield  Munis High Grade  Munis

EM Sov
2.9%

Munis
2.2%

High Yield
1.9%

(-2.3%) 7.7% (-15.4%) 6.5%
S&P 500 S&P 500 High Grade
(4.4%) (-18.1%) 1.0%
Munis EM Sov EM Sov EM Sov
0.4% (-5.2%) (-3.0%) (-18.3%)

Source: (1) CreditSights. Bloomberg. Data as of June 30, 2026. BAML, S&P LSTA. Bloomberg EM Sov is USD EM Sovereign BBB & lower index.
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“Macro stability isn’t everything, but without it, you have nothing.”
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