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RO/RO trends to follow global breadth improvement?

Most risk-on proxies above 50-day smoothings

Key Takeaways

» Most risk-on proxies are above
their 50-day smoothings but not
above their 200-day.

» The 50-day diffusion index is
positive, but not the 200-day.

» Most stocks and markets are
above their 50-day and 200-day
smoothings.

While trend analysis is based on the concept
that the trend is your friend, the trend
assessment doesn't have to be limited to the
index in question. The trend conditions of
different but positively correlating markets,
ratios or relative strength lines can be used
as indicators, as can the trend status of
inverse correlators.

With that in mind, we monitor the indicators
in our Risk-On/Risk-Off report, which
includes six positively correlating risk-on
components and six inversely correlated
risk-off proxies. Confirmation of an uptrend
is provided when risk-on indices are at least
as strong as the benchmark while the risk-
off indices are weakening.
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Watching risk-on proxy trends But only the latter is above its 200-day

Now that the S&P 500 and broader All
Country World Index have both crossed
above their 50-day and 200-day moving
averages, we can look to see how many of
the risk-on proxies have followed suit. Most
are now above their 50-day smoothings but
not their 200-day averages.

As shown above, the 50-day moving
averages have been crossed by the Barclays
High Yield Bond Price Index (top clip), the
relative strength of the ACWI Technology
sector (middle clip), and the Large-Cap
Cyclical/Consumer Ratio (bottom clip).
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Featuring the other three risk-on proxies,
the chart at the top of Page 2 shows that the
relative strength line of the ACWI Consumer
Discretionary sector is below both its 50-
day and 200-day moving averages (top
clip), while the Russell 2000 Growth Index’s
relative strength is below its 50-day moving
average but above its 200-day smoothing
(middle clip). The copper/gold ratio is above
its 50-day smoothing but below its 200-day
smoothing (bottom clip).
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Most risk-on proxies below 200-day smoothings

Risk-On Components 1 Daily Data 2021-12-01 to 2022-12-01
——MSCI ACWI Consumer Discretionary/ACWI (2022-12-01 = 0.40)
- - 50-Day Moving Average (2022-12-01 = 0.41)
= = 200-Day Moving Average (2022-12-01 = 0.42)
048k 260-Day Correlation with MSCI ACWI = 0.54 Joas
; : . 046 {046
Among the inversely correlating risk-off o044k losa
proxies, the Pacific ex. Japan relative 042¢ - {042
. . . 041} 1041
strength line and equal-weighted Swiss 039k Joao
. L. . Source: MSCI
franc are still providing a risk-off message — Russell 2000 Growth Total Return/ACWI (2022-12-01 = 11.02)
. . . - = 50-Day Moving Average (2022-12-01 = 11.18)
in holding above their 50-day and 200-day 200-Day Moving Average (2022-12-01 = 10.96)
) . . 260-Day Correlation with MSCI ACWI = 0.57
moving averages, while the equal-weighted 132¢ 1232
12.6F 112.6
Japanese yen is above its 50-day but below 120t {120
11.5F —111.5
its 200-day. 1100 IO T TTIVTSEN 110
10.5¢ 1105
10.0+ -410.0
Source: FTSE Russell
The ACWI Consumer Staples sector’s Copper/Gold (2022-12-01 = 0.21)
. . . - - 50-Day Moving Average (2022-12-01 = 0.21)
relative strength line is below the 50-day - - 200-Day Moving Average (2022-12-01 = 0.22)

X 0.26+ 260-Day Correlation with MSCI ACWI = 0.30 40.26
but above the 200-day. And the relative Y PP, V. VYV N RV, N lone
strength lines of Frontier Markets and the 022l \ el T lo22
ACWI Utilities sector are below both of their 0211 T A AN Nt {021
smoothings. oLy 104

Source: _Commodity Systems, Inc. (CSI) www.csidata.com
018l—F— —— 77717 018
1 15 3 17 15 1 15 1 15 2 1 15 15 1 15 1 15 17 1 15 29
Dec2021 Jan2022 Feb2022 Mar2022 Apr2022 May2022 Jun2022 Jul2022 Aug2022 Sep2022 Oct2022 Nov2022 Dec2022
Customized version of [158C © Copyright 2022 Ned Davis Research, Inc. Further distribution prohibited without prior

Positive 50-Day RO/RO Diffusion Index

MSCI All Country World Index vs. 50-Day Risk-On/Risk-Off Diffusion Index

Daily Data 2021-12-01 to 2022-12-01
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confirming, instead remaining in its neutral

Risk-On Indices = Barclays HY Bond Price Index,
NDR Large-Cap Cyclical/Consumer Index, Copper/Gold,
MSCI ACWI Tech/ACWI, Russell 2000 Growth TR/ACWI,
MSCI ACWI Consumer Discretionary/ACWI

Risk-Off Indices = MSCI Frontier Markets/ACWI, EW Swiss Franc,
MSCI ACWI Consumer Staples/ACWI, EW Japanese Yen,
MSCI Pacific ex. Japan/ACWI, MSCI ACWI Utilities/ ACWI

MSCI ACWI Performance

MSCI ACWI Performance

Full History: 2007-12-31 to 2022-12-01

% Gain/ | % of

RORO Diffusion Index: | Annum | Time
Above 0 11.45 | 52.63

0 and Below -3.78 | 47.37

Chart View: 2021-12-01 to 2022-12-01

% Gain/ | % of mOde
RORO Diffusion Index: | Annum | Time
Above 0 1.30° | 27.12
0 and Below -10.75* | 72.88
Buy/Hold = -9.59% Gain/Annum

Buy/Hold = 3.96% Gain/A

* Cases less than one year are not annualized
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Most stocks above smoothings

MSCI ACWI vs. MSCI ACWI Breadth Indicators Daily Data 2019-12-02 to 2022-12-02
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— Percentage of ACWI Stocks Above 50-Day Moving Averages(2022-12-02 = 80.5%)

As shown at right, a more bullish picture is
already provided by the percentage of ACWI
stocks above their 200-day smoothings

(bottom clip), which has now followed the
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Full History: 1994-05-31 to 2022-12-02 —

chart. % Gain/ | % of %Gam/ | %of

Breadth Indicators are | Annum | Time
Both in Upper Modes 12.80" [ 15.88
Mixed 6.37 | 72.35
Both in Lower Modes -7.18% | 11.77
Buy/Hold = 6.18% Gain/Annum
* Cases less than one year are not annualized

Breadth Indicators are | Annum [ Time

Both in Upper Modes | 13.90 [ 24.77

Mixed 3.65 | 65.12

Both in Lower Modes | -3.14 | 10.11
Buy/Hold = 5.37% Gain/Annum

Customized version of IGP2000 © Copyright 2022 Ned Davis Research, Inc. Further distribution prohibited without prior
NDR permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyrighthtml.

For data vendor disclaimers refer to www.ndr.com/vendorinfo/

Most markets above smoothings

Daily Data 2019-12-02 to 2022-12-02

MSCI ACWI EW Index vs. Percentage of ACWI Markets Above 200-Day Smoothings
— MSCI ACWI Equal-Weighted Index (2022-12-02 = 3,837.95)
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85% in the chart at left, the indicator will turn
green in our Rally Watch report.

Across global market indices and component
stocks, the breadth improvement has been

— ———— decisive. If that could also be said about the
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2020 2021 2022 trends of the risk-on and risk-off proxies, it
EW ACWI Ind Performance Chart o ACW Index Performance | would provide strong support for the case
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% of Markets Above | % Gam/ | % of it I il that a new bull market has gotten underway.
Smoothing ls: Annum | Time d
Above 85.0 11.84" [ 1743
Above 85.0 19.71 | 26.54
35.0-85.0 0.97 53.19
550850 Z24[67.L Below 35.0 -442' | 29.38
Below 35.0 -9.79 | 24.75 - - -

Buy/Hold = 2.77% Gain/Annum

Buy/Hold = 5.76% Gain/Annum * Cases less than one year are not annualized
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See the signals.™

Founded in 1980, Ned Davis Research Group is a leading independent
research firm with clients around the globe. With a range of products
and services utilizing a 360° methodology, we deliver award-winning
solutions to the world's leading investment management companies.
Our clients include professionals from global investment firms,
banks, insurance companies, mutual funds, hedge funds, pension 7ecnichY

and endowment funds, and registered investment advisors.

SENTIMENT

Important Information and Disclaimers

NDR (Ned Davis Research) uses the weight of the evidence and a 360-degree approach to build up to market
insights. When we say “evidence,” we mean processing millions of data series to fuel a historical perspective, build
proprietary indicators and models, and calm investors in a world full of bull/bear news hype and hysteria. We believe
that no client is too big or too small to benefit from NDR’s insights.

The data and analysis contained in NDR'’s publications are provided “as is” and without warranty of any kind, either
expressed or implied. The information is based on data believed to be reliable, but it is not guaranteed. NDR
DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE.

NDR'’s reports reflect opinions of our analysts as of the date of each report, and they will not necessarily be updated
as views or information change. All opinions expressed therein are subject to change without notice, and you should
always obtain current information and perform due diligence before trading. NDR or its affiliated companies or their
respective shareholders, directors, officers and/or employees, may have long or short positions in the securities
discussed in NDR's publications and may purchase or sell such securities without notice.

NDR uses and has historically used various methods to evaluate investments which may, at times, produce
contradictory recommendations with respect to the same securities. When evaluating the results of prior NDR
recommendations or NDR performance rankings, one should also consider that NDR may modify the methods
it uses to evaluate investment opportunities from time to time, that model results do not impute or show
the compounded adverse effect of transaction costs or management fees or reflect actual investment
results, that other less ful recommendations made by NDR are not included with these model
performance reports, that some model results do not reflect actual historical recommendations, and that
investment models are necessarily constructed with the benefit of hindsight. Unless specifically noted on
a chart, report, or other device, all performance measures are purely hypothetical, and are the results of
back-tested methodologies using data and analysis over time periods that pre-dated the creation of the
analysis and do not reflect tax qu ion, commissi and other trading costs. For these
and for many other reasons, the performance of NDR’s past recommendations and model results are not a
guarantee of future results.

Using any graph, chart, formula, model, or other device to assist in deciding which securities to trade or when to
trade them presents many difficulties and their effectiveness has significant limitations, including that prior patterns
may not repeat themselves continuously or on any particular occasion. In addition, market participants using such
devices can impact the market in a way that changes the effectiveness of such devices. NDR believes no individual
graph, chart, formula, model, or other device should be used as the sole basis for any investment decision and
suggests that all market participants consider differing viewpoints and use a weight of the evidence approach that
fits their investment needs. Any particular piece of content or commentary may or may not be representative of the
NDR House View, and may not align with any of the other content or commentary that is provided in the service.
Performance measures on any chart or report are not intended to represent the performance of an investment
account or portfolio, as some formulas or models may have superior or inferior results over differing time periods
based upon macro-economic or investment market regimes. NDR generally provides a full history of a formula
or model's hypothetical performance, which often reflects an “all in” investment of the represented market or
security during “buy”, “bullish”, or similar recommendations. This approach is not indicative of the intended usage
of the recommendation in a client’s portfolio, and for this reason NDR does not typically display returns as would
be commonly stated when reporting portfolio performance. Clients seeking the usage of any NDR content in a
simulated portfolio back-test should contact their account representative to discuss testing that NDR can perform
using the client’s specific risk tolerances, fees, and other constraints.

NDR'’s reports are not intended to be the primary basis for investment decisions and are not designed to meet
the particular investment needs of any investor. The reports do not address the suitability of any particular
investment for any particular investor. The reports do not address the tax consequences of securities, investments,
or strategies, and investors should consult their tax advisors before making investment decisions. Investors should
seek professional advice before making investment decisions. The reports are not an offer or the solicitation of an
offer to buy or to sell a security.
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