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“Brent Oil Up, US 10-Year Treasury Yield Up, and US Stocks Up” Is Not an Impossible
Triangle; US Stocks Are Dancing Between Fire and Water, While Hong Kong and China

A-Shares Are Entering an N-Shaped, Index-Driven Trading Pattern
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Year otm) B (%)  EEUSE (%) N LEDH (bp)  (ANAEIER, %)

1999 17.9 40.28 5.65 39 21 .04
2004 38.26 32.62 4.27 26 10.88
2005 54.57 42.63 4.29 2 4.91
2006 65.16 19.41 4.8 51 15.79
2017 54.13 24.04 2.33 49 21.83
2021 70.86 68.88 1.45 56 28.71

(1) From 1988 to 2024, across these 37 years, the combination of “Brent oil up, US
10-year Treasury yield up, and US stocks up” happened 6 times, or about 16.2% of
the time.

£ 1988 - 2024 X 37 NEFHER, " 1Ml 10Y EFREKERERT. =11 " Bl 6 1R, £8916.2%.

(2) This combination is not impossible. In history, it has appeared in years of reflation
or recovery, or when economic growth stayed strong enough and company earnings
were able to offset higher discount rates. Typical examples were seen in 2004-2006
(global expansion plus a commodities bull market) and 2021 (the recovery trade).
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(3) For all three to rise at the same time, several conditions are usually needed: @ Oil
prices rise mainly because of stronger demand or economic recovery, or because of
supply disruptions that do not seriously damage growth. @ Bond yields rise because
growth and inflation expectations improve. 3 Corporate earnings improve
strongly enough to cancel out the negative effect of higher discount rates.
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Case 1: 2004-2006 — Global Expansion and a Commodities Bull
Market ¥Ry 7K + KR4

What happened: Oil prices rose, bond yields rose, and the S&P 500 also kept rising.
This was a typical demand-driven reflation or expansion pattern. g : B _E17.
W B47. freiEs bk (S18 "FREBEK/Y K" EE) .

Interpretation: In this period, the rise in oil prices was mainly linked to strong
global demand and economic expansion, not just a destructive supply shock. So
it was possible for yields to rise (because growth and inflation expectations were
stronger) while stocks also rose (because earnings were stronger). f#sE: X#89 “/H
1" EESEREKRER. HIKEX (FHREERESRM SRS | AL "yield! (ESIBK/E
BKFRER) + BT (BFIER) " BERAYALIL,

Case 2: 2021 — The Reopening / Reflation Trade & 75 3 5

(Reopening / Reflation Trade)

® What happened: Oil prices jumped, yields moved higher, and the S&P 500 rose

sharply. Ig: MHAEK. W E1T. 78 ABK.

Interpretation: In 2021, the logic was: recovery increased demand — oil prices
rose — inflation expectations rose — yields rose. But because the recovery in
company earnings was even stronger, the stock market still moved up. f#isE: 2021
HZER "SRtmamR — il — @EKFRET — yield!” , BRASHER, RHHL
17.

Case 3: A Counterexample — 1973-1974, Oil Shock and
Stagflation GIEDy) Wi + Wik — KT T

Interpretation: In this case, the rise in oil prices was mainly caused by a supply
shock. That hurt economic growth and profit margins, so it was very hard for
stocks to rise at the same time. fE: XERY M1 SmMEHE, HIGK. HRLE=ER,
REFRMEIRETK.
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