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Long end rallies as front-end
tightening exposes AI credit strain

The long end is pricing the growth cost of a hawkish front end. The
10Y yield fell -1.5% WoW to 5.19% while the 2Y rose +0.6% to
4.82%, leaving a 37bp gap.

The AI rotation is a credit story as well as an equity one. QQQ fell
-3.7% WoW against DIA at +1.5%, and HYG at 77.06 sits $0.25
above its 76.81 52-week low while LQD gained +0.9%.

The dollar trades on the front end, and on-chain cohorts are split.
EUR/USD fell -0.6% to 1.1193, six pips above its 52-week low,
while ETH saw a $399.3M net exchange outflow against a $231.8M
SOL net inflow.

OUR READ

The front end is still pricing tightening
and the long end is paying for its
growth cost; own duration and
underweight high yield.

10y–2y spread · 365d (Source: FRED)
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Market snapshot · as of 16 October 2026

Price 52W Low Rise 52W High Decl. YTD 6m OB / OS GC View

Core anchors

US 10Y Treasury Yield 5.19 % 3.97 Oct-25 +30.7% 5.31 Oct-26 -2.3% +23.9% up sl. OB OW

S&P 500 (SPY ETF) 772.4 USD 632.0 Mar-26 +22.2% 779.1 Oct-26 -0.9% +13.1% neutral neutral N
Brent Crude † 126.6 USD 59.93 Dec-25 +111.2% 138.2 Apr-26 -8.4% +104.2% up sl. OB —
Gold (GLD ETF) 381.9 USD 362.3 Nov-25 +5.4% 495.9 Jan-26 -23.0% -4.1% neutral neutral N
Bitcoin 81,865 USD 58,608 Jun-26 +39.7% 86,599 Sep-26 -5.5% -7.8% up neutral N
EUR/USD 1.12 1.12 Oct-26 +0.1% 1.20 Jan-26 -6.6% -4.6% neutral OS N

Weekly focus

US 2Y Treasury Yield 4.82 % 3.38 Feb-26 +42.6% 4.92 Sep-26 -2.0% +38.9% up sl. OB N
US High Yield (HYG ETF) 77.06 USD 76.81 Oct-26 +0.3% 81.28 Oct-25 -5.2% -4.5% neutral sl. OS UW

Nasdaq-100 (QQQ ETF) 723.2 USD 558.3 Mar-26 +29.5% 759.7 Oct-26 -4.8% +18.0% neutral neutral UW

Ethereum 2,457 USD 1,567 Jun-26 +56.8% 2,775 Sep-26 -11.5% -18.2% up neutral N
US IG Credit (LQD ETF) 103.3 USD 101.8 Oct-26 +1.5% 112.9 Oct-25 -8.5% -6.2% neutral sl. OS N
Dow Jones (DIA ETF) 524.0 USD 451.4 Mar-26 +16.1% 542.8 Aug-26 -3.5% +8.3% neutral neutral OW

US Dollar Index (Broad) 121.6 117.4 Jan-26 +3.5% 121.9 Nov-25 -0.3% +1.7% neutral sl. OB N

* Large fixed income ETFs used as proxies to assess duration trades and credit markets.
† Brent Crude: FRED primary 126.55 vs cross-check 103.2 — hard (Divergence -18.45% > 3.0× tolerance (±0.50%)).
Client view: core anchors + weekly focus. Growth Capital tracks the full GC27 cross-asset universe; displayed rows are curated for this week's thesis. GC View is a
draft, subject to CIO review.

Source: Growth Capital analysis. Data as of market close, 16 October 2026.

A hawkish front end is buying the long end and pricing stress into high yield
Our house view is a late-cycle hawkish hold with a credit warning: the policy rate is pinned at 3.75%, the front end keeps pricing further tightening, and
the financing chain behind AI capex is starting to show strain in the weakest corner of credit. The 2Y Treasury yield rose +0.6% WoW to 4.82% while the
10Y fell -1.5% WoW to 5.19%, so the curve flattened from both ends inside one week. The Nasdaq-100 proxy QQQ lost -3.7% WoW while the Dow
proxy DIA gained +1.5%, a 5.3 percentage-point gap that shows the market repricing duration-sensitive growth rather than exiting equities. We read the
combination as a central bank still leaning against inflation while long-horizon investors buy protection against the growth cost of that stance. This
regime differs from the momentum-led advance that carried QQQ to +18.0% YTD, and we position for the new one. Our draft tilt for CIO review is
overweight long-dated Treasuries and the Dow, underweight high yield and the Nasdaq-100, and neutral on the S&P; 500 in aggregate. Each call carries
a named falsifier in the final paragraph.

The 10Y yield at 5.19% sits 12bp below its 5.31% 52-week high, and the 2Y at 4.82% is 10bp shy of its 4.92% high, so both legs remain near cycle
extremes after a year of repricing. The 10Y at 5.19% versus the 2Y at 4.82% leaves a 37bp gap, and the long-end bid was transatlantic: TLT rallied
+2.2% WoW and the German 10Y Bund fell -1.4% WoW to 3.45%. The transmission runs from the policy reaction function to the long end, and it starts
with fed funds at 3.75% against the 2Y at 4.82%, a 107bp gap that means the front end is pricing further hikes rather than a pause. Each hike priced at
the front lowers the expected path of nominal growth and inflation several years out, and that compresses the expectations component of the 10Y even
as the front end rises. Real-money buyers then lock in yields above 5% against a growth path that policy is deliberately slowing, and the price effect is
magnified in duration, where a -1.5% relative move in the 10Y yield delivered +2.2% in TLT. We are overweight long-dated US Treasuries over a
three-to-six-month horizon, funded from high yield; we accept mark-to-market losses if the 2Y grinds through its 4.92% high before the long end peaks,
because a 5.19% starting yield pays us to wait. We would invert the call if the 10Y closes above its 5.31% 52-week high while the 2Y holds below 4.92%.
That combination would signal a term-premium shock from supply or inflation expectations rather than growth, and in that regime duration stops hedging
equity risk.

The equity and credit tape confirms our P1 regime read rather than contradicting it. SPY fell -0.8% WoW to 772.37, just 0.9% below its 779.09 52-week
high, but beneath the index QQQ dropped -3.7% and IWM -1.3%, while HYG slipped -0.2% to 77.06, $0.25 above its 76.81 52-week low, and LQD
gained +0.9%. The channel is AI capex financing: hyperscalers have funded data-center build-outs through heavy long-dated bond issuance and
off-balance-sheet lease and private-credit structures, so a higher discount rate hits the equity multiple and the leveraged funding chain at the same time.
As the front end prices more tightening, the cost of rolling that private credit rises, the weakest borrowers reprice first, and high-yield prices fall even as
investment grade rallies on its duration. The resolving number is the quality spread: LQD at +0.9% WoW versus HYG at -0.2% is a 1.1 percentage-point
gap in one week, which tells us credit is pricing default risk on top of rates. We are underweight HYG and QQQ and overweight DIA over three months;
the trade-off we accept is lagging if AI earnings re-accelerate, because momentum has been the dominant premium this year and QQQ remains +18.0%
YTD. We would reverse both underweights if QQQ reclaims its 759.66 52-week high while HYG holds above its 76.81 low. That pairing would show the
market absorbing the tightening path without stress in the funding chain, the condition under which momentum resumes.

Our second rail is the dollar, and it reinforces the late-cycle read. The broad dollar index rose +0.2% WoW to 121.60, within 0.3% of its 121.92 52-week
high, while EUR/USD fell -0.6% to 1.1193, six pips above its 1.1187 52-week low and flagged oversold. USD/CHF rose +0.2% to 0.8308 and USD/JPY
+0.3% to 158.34, so the dollar gained against both traditional havens despite a falling 10Y yield. That pattern says the currency is trading on relative
policy hawkishness at the front end, where the 2Y rose, rather than on long-end yields. A firm dollar alongside an equity rotation is risk-off in character,
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which is coherent with our P1 regime and with gold, where GLD posted -0.7% WoW to 381.89 and sits -4.1% YTD as nominal yields above 5% raise the
cost of holding a non-yielding asset. We hold EUR/USD and GLD at neutral, because both trade near extremes without a catalyst before the 27-28
October FOMC.

What would change our view is a break in specific named levels. On the downside, if HYG breaks below its 76.81 52-week low while the 2Y pushes
through its 4.92% high, we would read tightening as forcing deleveraging in the AI financing chain and cut equity beta further, starting with IWM, which
lost -1.3% WoW and already trades well below its 305.09 high. On the upside, if SPY clears its 779.09 high with QQQ back above 759.66 and HYG
rising alongside, the credit warning would be void and we would move SPY to overweight. Energy is the risk we cannot size: our primary feed shows
Brent at $126.55/bbl while the cross-check source prints $103.20, an 18.45% divergence, so we hold crude at neutral and draw no inflation inference
from the level. Absent any of these breaks, we keep the duration overweight and the credit underweight into the 27-28 October FOMC.

Source: GrowthCapital analysis; FRED, ETF and FX market data; Nansen on-chain flows; BIS Quarterly Review (Mar 2026) on hyperscaler financing
structures.

2y Treasury yield · last 365d (Source: FRED)

10y Treasury yield · last 365d (Source: FRED)
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Trade-Weighted Dollar (Broad) · last 365d (Source: FRED)

Asset deep-dives
Fixed Income: The 10Y yield closed at 5.19%, -1.5% WoW and 12bp below its 5.31% 52-week high, while the 2Y rose +0.6% WoW to 4.82%, within
10bp of its 4.92% high. The 10Y at 5.19% versus the 2Y at 4.82% is a 37bp gap, and with fed funds at 3.75% the 2Y carries a 107bp premium over the
policy rate. That premium is the market pricing additional tightening, and it is the start of our causal chain. Each increment of expected tightening lifts the
front end and lowers the expected nominal growth path, which compresses the long end; the week's evidence is TLT at +2.2% WoW and the Bund at
3.45%, -1.4% WoW. In credit, the same tightening raises refinancing costs for leveraged borrowers, which is why LQD rose +0.9% WoW on its duration
while HYG fell -0.2% to 77.06, only $0.25 above its 76.81 52-week low. Both credit proxies remain negative YTD, LQD at -6.2% and HYG at -4.5%, so
neither has repaired the damage from the yield rise. We are overweight the 10Y and long duration, neutral on LQD and the 2Y, and underweight HYG
over three to six months. The trade-off is giving up the high-yield spread, which we accept because the leveraged funding chain is the part of the market
least able to absorb another hike. Our falsifier is a 10Y close above 5.31% with the 2Y stable below 4.92%. That would indicate a term-premium shock
rather than a growth signal, and we would cut duration to neutral and move LQD to underweight.

Equities: SPY fell -0.8% WoW to 772.37 and sits 0.9% below its 779.09 52-week high, so the index level masks a sharp internal rotation. QQQ dropped
-3.7% WoW to 723.23 while DIA rose +1.5% to 524.01 and IWM lost -1.3%; outside the US, EWJ fell -1.7% and FEZ gained +0.9%. The pattern is a
rotation out of long-duration growth into cash-generative value, and it is global. The transmission runs through the discount rate first: with the 2Y at
4.82%, the hurdle rate on AI infrastructure rises, the payoff horizon on data-center capex lengthens, and the multiple paid for distant cash flows
compresses first in the Nasdaq-100. The same tightening raises borrowing costs for the vehicles financing that build-out, which links the equity
drawdown to HYG trading $0.25 above its 52-week low. Upbeat semiconductor guidance this week did not offset that discount-rate effect at index level,
and QQQ closed 4.8% below its 759.66 high. We are underweight QQQ, overweight DIA and neutral on SPY over a three-month horizon. The trade-off
is momentum: QQQ remains +18.0% YTD against SPY at +13.1% and DIA at +8.3%, and momentum premia can persist for months before they
reverse. We would cover the QQQ underweight if it reclaims its 759.66 high while the 2Y holds below its 4.92% high. That would show the market
absorbing the tightening path without further multiple compression, and DIA's relative edge would fade with it.

Forex: The broad dollar index rose +0.2% WoW to 121.60, 0.3% below its 121.92 52-week high and +1.7% YTD, while EUR/USD fell -0.6% to 1.1193,
six pips above its 1.1187 52-week low and screening oversold. The dollar held its bid even as the 10Y yield fell -1.5% WoW, which tells us the currency
is trading on the front end rather than the long end. The mechanism is the relative policy path. The 2Y rose +0.6% to 4.82% while the Bund 10Y fell
-1.4% to 3.45%, and the 10Y at 5.19% versus the Bund at 3.45% leaves a 174bp transatlantic gap that keeps the carry case for the dollar intact. A wider
differential draws carry capital into dollar assets, which raises demand for the dollar against the euro, and the euro's -4.6% YTD decline is the cumulative
pass-through. USD/CHF at 0.8308, +4.9% YTD, and USD/JPY at 158.34, +0.3% WoW, show the dollar beating the traditional havens as well. We are
neutral on EUR/USD and on the dollar index over one to three months. Carry favours the dollar, but both sit at 52-week extremes where positioning is
crowded and a single soft US print can force a sharp reversal; the trade-off is forgoing the residual carry. We would move EUR/USD to underweight on a
weekly close below its 1.1187 52-week low. That break would confirm that euro-area tightening has failed to offset the US front-end premium, and the
dollar index would then likely clear its 121.92 high.

Digital Assets: Bitcoin fell -2.2% WoW to 81,865.1 and is -7.8% YTD, 5.5% below its 86,599.2 52-week high, while ETH lost -3.1%, SOL -5.5%, XRP
-5.6% and BNB -3.7%. Higher-beta tokens fell further than BTC, and BTC dominance stands at 57.07% of a $2.89T total market capitalisation. The
ordering matches a liquidity-driven drawdown rather than an asset-specific shock. The mechanism runs from the front end to leverage: with the 2Y at
4.82%, the opportunity cost of holding non-yielding tokens rises, funding for levered long positions becomes more expensive, and the marginal buyer
retreats from the highest-beta assets first. That is why SOL and XRP, at -17.1% and -29.2% YTD, have lost far more than BTC. The on-chain data splits
the majors: ETH saw a $399.3M net exchange outflow over seven days while SOL saw a $231.8M net inflow, so holders are withdrawing ETH while
moving SOL into position for sale. We are neutral on BTC and ETH and underweight SOL over a one-to-three-month horizon. The trade-off is reduced
upside participation if the Nasdaq rebounds, since crypto has tracked equity risk appetite through this drawdown. We would upgrade BTC to overweight
if it reclaims its 86,599.2 high while HYG holds above its 76.81 low. That combination would signal leverage rebuilding without credit stress, the condition
that has preceded every durable crypto advance in a tightening regime.
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On-chain pulse
Seven-day on-chain data for 9 to 16 October shows a split cohort: spot holders accumulated ETH and wrapped BTC while SOL moved onto exchanges,
and Hyperliquid smart-money positioning turned more negative across all five majors. The derivatives read is directional only, because our package
carries no Hyperliquid dollar sizes, funding rates or open-interest levels, and we do not fill those gaps with estimates. Total crypto market capitalisation
stands at $2.89T, +2.84% over 24 hours on $497.26B of volume, so the late-week spot bounce has not yet changed the weekly cohort lean. XRP and
BNB are omitted because the package carries no asset-level flow detail for them.

Bitcoin coverage is WBTC on Ethereum, a proxy rather than native network flow, and we size our conclusions accordingly. Smart traders were net
buyers of +$49.9k over seven days, a token amount, while top-PnL wallets, the closest proxy we have to a whale cohort, added +$17.3M, roughly 347
times the smart-trader figure. Exchange balances fell by a $35M net outflow, running at 2.1 times the average pace, which points to holders withdrawing
coins rather than preparing to sell. On Hyperliquid, smart-money positioning shifted negatively, so the derivatives cohort leaned against the spot
accumulation; the package gives no BTC funding rate or open-interest level. That spot-versus-perps divergence is the signal we weight, since patient
capital is absorbing supply while short-horizon leverage de-risks alongside the Nasdaq. We hold BTC at neutral: accumulation near 81,865.1 limits the
downside, but a 2Y at 4.82% caps the leverage that would carry price through the 86,599.2 high.

Ethereum carries the largest spot signal of the week. Smart traders were net buyers of +$552.8k and top-PnL wallets added +$188.8M, roughly 342
times the smart-trader flow and the heaviest large-wallet accumulation across the majors. Exchanges recorded a $399.3M net outflow at 1.2 times the
average, though entity activity was mixed, with staking withdrawals, exchange deposits and DEX selling running alongside the withdrawals. Against that
spot strength, the Hyperliquid smart-money cohort ended the window net short ETH, the clearest perps-versus-spot divergence in the data; no funding
rate or open-interest figure is available in our package. A net-short perps book against $399.3M leaving exchanges sets up squeeze risk if risk appetite
turns, but it also says informed short-horizon traders expect the -3.1% weekly slide to extend. We stay neutral on ETH, because the spot bid argues
against an underweight while a -18.2% YTD trend and a net-short derivatives cohort argue against adding.

Solana shows the cleanest bearish alignment of the three. Smart traders were net sellers of -$334.6k and top-PnL wallets sold -$6M, about 18 times the
smart-trader figure, so both cohorts point the same way. Exchanges took in a $231.8M net inflow, running at 2.0 times the average, which is supply
moving into position for sale rather than into custody. On Hyperliquid, the largest single shift across the five majors was reduced smart-money long
exposure in SOL; funding and open-interest levels are not in our data set. Spot and perps agree here, which removes the divergence that keeps us
neutral on BTC and ETH. We are underweight SOL, which fell -5.5% WoW to 105.197 and sits -17.1% YTD, and we would revisit only if exchange flows
flip to net outflows while price recovers toward its 122.109 52-week high.
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Metric Value Note

BTC ETF 7d net flow -$856.3M Outflows

ETH ETF 7d net flow -$539.7M Outflows

Stablecoin supply $287.05B

DeFi chain TVL $85.57B

BTC dominance 57.07%

BTC funding (annualized) +7.86% Positive

BTC DVOL 37.6 Put/call 0.59

BTC NVT (14d) 212.9

Sources: SoSoValue, DeFiLlama, Deribit, Nansen, Blockchain.com · as of 2026-10-16. 12/13 sources OK.

Algorithm notes & methodology
Notes:
1. Trend (6 months): Growth Capital proprietary algorithm weighing the slope of the 6-month trend vs the 3-month trend, factorised by the Fibonacci retracement ratio (0.618).
Values normalised using average price over each period. Combined slope above +0.08% = 'up', below -0.08% = 'down', otherwise 'neutral'.

2. OB / OS measures: Growth Capital proprietary algorithm comparing the difference between the 8-day and 100-day moving averages combined with the 3-day vs 15-day,
normalised by the 1-year standard deviation (~260 trading days). Values above 225% = 'OB', above 100% = 'slightly OB'; below -225% = 'OS', below -100% = 'slightly OS';
otherwise 'neutral'.

What we're watching

We would cut duration to neutral if the 10Y closes above its 5.31% 52-week high while the 2Y holds below 4.92%, which would mark a term-premium
shock rather than a growth signal. We would extend the high-yield underweight and trim IWM if HYG breaks its 76.81 52-week low. We would cover the
QQQ underweight if it reclaims its 759.66 high with the 2Y below 4.92%. We would move EUR/USD to underweight on a weekly close below 1.1187.
The 27-28 October FOMC is the event that tests front-end pricing. Crude views stay at neutral until our primary and cross-check Brent feeds reconcile,
given the 18.45% divergence between them.

Disclaimer: The information in this document is being provided for general market commentary and information purposes. This document does not constitute a solicitation or
offer, or recommendation to acquire or dispose of any investment or to engage in any other transaction. Any reference to a transaction, trade, position, holding, security, market,
or level is purely meant to educate readers about possible opportunities and risks in the marketplace and are not meant to imply that any person or entity should take any action
whatsoever without first evaluating such action(s) in light of their own situation either on their own or through a professional advisor. If a person or entity does not believe they
are qualified to make such decisions, they should seek professional advice. The prices listed are for reference only and are in no way intended to represent an actual trade. This
information is not a substitute for professional advice of any nature, including tax, legal, and financial. While we believe the information contained herein to be accurate, all
numbers should be verified by the reader through independent sources. Growth Capital assumes no responsibility for errors or omissions in the contents of this document. In no
event shall Growth Capital be liable for any special, direct, indirect, consequential, or incidental damages or any damages whatsoever, whether in an action of contract,
negligence, or other tort, arising out of or in connection with the contents of this document or any related services. Trading securities, options, futures, or any other security
involves risk and can result in the immediate and substantial loss of the capital invested. Every reader/recipient is responsible for his or her own investment decisions. Growth
Capital reserves the right to make additions, deletions, or modifications to the contents of this document and related services at any time without prior notice.
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