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Favor stocks with improving earnings

expectations

Key Takeaways

= Earnings revisions has been one
of the top-performing factors over

time.

» Select companies based on cash
position, long-term eps growth/eps

stability, price momentum, earnings

revisions, and free cash flow/
enterprise value.

« Favored stocks include: Facebook,
UnitedHealth Group, Accenture,
Lowe’s, Applied Materials, Target,

Deere, Lam Research, Emerson
Electric.

Additions: A, ACN, CRL, ETSY, FB, FTNT,
GRMN, HPQ, HSY, LEN, LRCX, NDAQ, NTAP,

ODFL, PPG, RL, SNA, UNH, VMC

Deletions: AAPL, ALXN, CBRE, CDW, CE,
DHR, EXPD, KEYS, MAS, PHM, PKI, RF, SYF,

TER, TPR, TROW, TSCO, WAT, XLNX
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Short-Term Inter diate-Term Long-Te
Ticker Company Name GICS Sector* DFR Rank EFR Rank FFR Rank
FB Facebook Inc -Class A Communication Services 2866 9393 8747
LOW Lowe's Cos Inc Consumer Discretionary 66.32 9119 9589
TGT Target Corporation Consumer Discretionary 7350 95.30 2811
APTV Aptiv PLC Consumer Discretionary 7559 6384 4883
DHI D R Horton Inc Consumer Discretionary 65.21 94.58 9739
LEN Lennar Corporation -CL A Consumer Discretionary 4014 9576 98.30
BBY Best Buy Co Inc Consumer Discretionary 99.22 9896 9961
GRMN Garmin Ltd Consumer Discretionary 6802 8048 8029
ETSY Etsy Inc Consumer Discretionary 3336 9302 8061
BWA BorgWarner Inc. Consumer Discretionary 8799 7017 76.83
RL Ralph Lauren Corporation Consumer Discretionary 9373 76.96 64.23
HSY Hershey Company Consumer Staples 4739 36.75 7200
NDAQ Nasdaq Inc Financials 809 2977 4582
AJG Arthur J Gallagher & Co Financials 6319 2337 4595
RJF Raymond James Financial Inc Financials 82,96 8362 8114
UNH UnitedHealth Group Inc Health Care 76.57 56.72 82.70
A Agilent Technologies Inc Health Care 2585 6305 5157
CRL Charles Riv Labs Intl Inc Health Care 1984 7056 5411
DE Deere & Company Industrials 99.09 96.28 94.39
EMR Emerson Electric Co Industrials 6364 9354 90.54
AME AMETEK Inc Industrials 7311 8336 66.58
ODFL Old Dominion Freight Line Inc Industrials 7200 7402 7539
GNRC Generac Holdings Inc Industrials 287 9282 7950
J Jacobs Engr Group Inc Industrials 90.54 61.95 7604
IEX IDEX Corp Industrials 6847 66.32 64.03
SNA Snap-on Inc Industrials 89.36 9321 96.21
AOS A O Smith Corporation Industrials 64.23 7396 8832
ACN Accenture plc -Class A Information Technology 46.02 5960 1872
AMAT Applied Materials Inc Information Technology 4373 94.32 89.30
LRCX Lam Research Corporation Information Technology 60.31 9315 8544
KLAC KLA Corporation Information Technology 66.97 9086 84.01
SNPS Synopsys Inc Information Technology 2174 6899 6221
APH Amphenol Corporation -CL A Information Technology 7122 5294 66.06
FTNT Fortinet Inc Information Technology 268 69.26 4674
MSI Motorola Solutions Inc Information Technology 3799 6743 62.08
HPQ HP Inc Information Technology 9954 9654 9785
ANET Arista Networks Inc Information Technology 946 7141 64.62
NTAP NetApp Inc Information Technology 6345 9132 8701
PPG PPG Industries Inc Materials 85.70 17977 8146
VMC Vulcan Materials Company Materials 9210 8381 7617
Source: S&P Capital IQ and MSCI, Inc.(GICS). NDR Focus Ranks range from O - 100, where a higher ranking is better.
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Factor Regime Update

STOCK SELECTION

Earnings revisions outperformed in late 1993
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Earnings revisions rallied in 2006
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EPS growth/stability’s valuation remains favorable
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Cash position’s valuation continues to be cheap " , A
The cash position strategy’s valuation has
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Factor Technical Update

The factor strategies with favorable
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reduction, reinvestment, and acquisitions.

The strategy’s factor composite score
continues to be positive after recently

FCF/EV has a positive trend
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S&P 500 Free Cash Flow/EntValue Factor Strategy vs. 3-Month/12-Month Deviation From Trend

Monthly Data 1988-01-31 to 2021-05-31 (Log Scale)

50

oo A i

Source: Ned Davis Research, Inc.

2004

2006 2008 2010 2012 2014 2016 2018 2020

1988 1990 1992 1994 1996 1998 2000 2002
I -t I F: gy: N n - -
reaCh | ng ana “ time hlg h Frae‘e‘zragl:r:r:w/EntValue Strategy Performance (GPA %) When Metric Level M/M Metric Full History Statistics
(1988-01-31 to 2021-05-31) is: Changeis: (1988-01-31 to 2021-05-31)
Metric: Free Cash Flow/EntValue Above Below >0 <=0 GPA | Sharpe | MaxDraw | Last Month
. y - Factor Strategy Median | Median ) | &) | (%) Ratio | Down (%) | Return (%)
3-Month/12-Month Deviation
Free CaSh ﬂOW/enterpr|Se Value has been the From Trend Spread between Long Top Decile 12.55 17.88 17.20 | 1246 | 1469 | 0.55 -65.38 2.10
best’DerfOrminQ Strateq\/ over t|me (Chart at the Top and Bottom Decile Long Bottom Decile -3.03 1037 7.30 -0.81 3.05 0.01 -70.94 2.70
Top Bottom Long/Short Long Top Decile, Short Bottom Decile 14.18 6.20 833 11.78 | 1032 | 0.61 -23.63 -0.60
bottom). Time: 1y 3y sy 1oy All S&P500index 539 | 1218 | 925 | 774 | 874 | 040 | -5256 055
ST_1F.RPT_qsFCFEV_DT3 © Copyright 202} NDR, Inc. Further dlsmbu(\onv prohibited without prior permission.
AllRights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html
For data vendor disclaimers refer to www.ndr.com/vendorinfo/
FCF/EV has been the top-performing strategy over time
p p g MgXD 1988-03-31 to 2021-05-31 (Log Scal H
S&P 500 Free Cash Flow/EntValue Factor Strategy Performance onthly Data 1988-03-31 to 2021-05-31 (Log Scale) LOOklng to create
All Equity Lines Start At 100.00 On 1988-03-31.
Shaded Periods Represent NDRG-Defined Cyclical Bear Markets.
(— - —) Equal-Weighted, Monthly Rebalancing, Long Top Decile, Short Bottom Decile Equity Line (2021-05-31): 2139.78 S M A I h
(——) S&P 500 Index (2021-05-31): 1623.90 a n o r a u n c
3,162 | g ~ 3,162
1,000 1,000
: : an ETF?
316 316
100 100
Source: S&P Dow Jones Indices and Ned Davis Research, Inc. *DS and DE mark the start and the end of the line's max drawdown|
Average (Median) = 0.03 (0.03)
(—): 12-Month Moving Average (2021-05-31): -0.04 % Time Positive: 62.41
050 |- 1 050 L
earn more
025 4 025
000 JE SN S v SRS e DRNIERL ) S E e G NTR NI PO St rat L e [ OO )
v n a) about our
-0.25 4 -0.25
-0.50 4 -0.50

Source: Ned Davis Research, Inc.

1988 | 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

Performance by Decile (Gain Per Annum) S&P 500 (---) =9.23%
16 - 14 116
: 12.56 1319 12.98
2 996 105 —> 112
SEEEE T T T T T T T T s 68 676 48
4 L 3.28 4 4
0L 4 0
Source: Ned Davis Research, Inc.
T T

Top Decile Decile9 Decile 8 Decile 7 Decile 6 Decile 5 Decile 4 Decile 3 Decile 2 Bottom Decile
Last 33 year(s) Statistics
Strate GPA | Sharpe MaxDraw | Downside Return During | %Manthly | Last Month Dal'az';a;‘gg m(yea“):
ol () | Bao  Down(%) | Deviation(%) BearMarkets (%) | Retumns>0 | Return (%) Maxc
Rebalancing Frequency
1444 | 054 6538 1353 331 64.66 210
WeeklyMonthly
328 | 002 7004 1576 3223 5539 270
Strategy Type:
Long Top Decile, Short Bottom Decile (—- 1) 9.67 | 057  -2363 7.03 2403 6190 0.60 Unconstrained
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Factor Seasonality Update
Factor strategies such as lower capex, free
cash flow/enterprise value, lower volatility,
and price momentum have outperformed
during July (chart at bottom).

Historically, companies with stronger price
momentum have outperformed until mid-
summer (chart at top).

Price momentum measures the rate of
change of a stock’s price.

It has benefited from behavioral biases such
as anchoring and the bandwagon effect.

Momentum has been a top quartile strategy
over the last ten years and it typically
outperforms as a bull market matures.

July favors companies with stronger price momentum

S&P 500 52W - 4W Momentum Factor Seasonality Average Returns (Full History) 12/31/1980-12/31/2020
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July favors lower capex, free cash flow/ev, lower volatility, and price momentum

ity nor

NDRG Monthly Factor Seasonality Heat Map for the

S&P 500 Universe

Report Code: STHEAT_1S.
Universe: S&P 500.

Report Date & Frequency: 2021-06-21 (Monthly).
Porfolios are Rebalanced: Monthly.

Strategy Type: Unconstrained.

Tile: Top - Bottom Tile.

Performance Month: July.

Performance Type: Mean Returns.

Performance Period: Full History.
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Selecting and Tracking the
Favored Factors and Stocks
Please see our Explanation Guide for details

on the methodology.

Clients can track the stock list daily
(ST _1000). The report contains a chart
(ST1001), which shows real-time gross
performance.

The table at right shows the favored factors
along with links to performance, valuation,
technical, and seasonal charts.

.
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Favored factors & supporting chart links

Regime Valuation Technical Seasonality
Factor (Page 2) (Page 3) (Page 4) (Page 5)
Cash Position + + + +
Earnings Revisions + + + +
L-T EPS Growth/EPS Stability + + + +
Free Cash Flow/Enterprise Value + + + +

52-Week - 4-Week Price
Momentum

|+

|+

|+

[+

Factor definitions

Cash Position: Cash plus short-term investments divided by total assets. A large amount of liquid assets relative to total assets indicates

greater financial strength. However, too large of a ratio can indicate management’s failure to invest in the company’s future growth.

Earnings Revision: 1-month change in perpetual FY1 mean earnings estimate divided by weekend price. A higher number indicates an

upward revision, which signals an improved analyst outlook for the stock going forward.

L-T EPS Growth/EPS Stability: Projected long-term EPS growth based on a 5-year trend divided by the 20Q standard deviation of trailing
4Q EPS. A higher number indicates higher EPS growth per unit of EPS volatility, and tends to drive higher stock returns.

Free Cash Flow/Enterprise Value: Operating cash flow minus (cash dividends plus capital expenditures) divided by market value of equity

plus debt plus preferred stock minus cash and cash equivalents (Enterprise Value).

52-Week - 4-Week Momentum: The difference between the 52- and four-week price rates of change. As a technical factor, it can be used in

either a trend following or a contrarian way depending on the universe and macro environment.
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See the signals. Avoid mistakes.

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 [ TING

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 successful 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 ily constr d 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 consequences, execution, commissions, 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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