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Macro/Market Update

The global economic lull from the second
half of 2023 is abating at the start of
2024. The global composite (services and
manufacturing) S&P Global Purchasing
Managers’ Index (PMD) rose for a third
straight month in January to an eight-
month high. This suggests minimal near-
term recession risk. However, the global
composite is still well below its long-term
average, indicating historically slower
growth.

Leading indicators were constructive. The
new orders index showed its strongest
expansion in seven months. The future
output index also jumped to its best level
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since June, led by both the manufacturing
and services sectors.

Manufacturing, which has been an economic
laggard for some time, pulled out of
contraction territory for the first time in 17
months. Meanwhile, services, the largest
chunk of the economy, remains strong.
Breadth in both sectors picked up, indicating
that the expansion is broadening.

Global supply chain pressures picked up
due in part to disruptions in the Suez and
Panama Canals, but prices have so far been
little affected. The global composite output
price index fell to its lowest level since
October 2020.

Asset Allocation Summary

Strategy

During February, the MSCI All Country World
Index CACWI) outperformed the Bloomberg
Barclays U.S. Aggregate Bond Index by over
500 basis points (bps), the largest spread
since June. Stocks have outpaced bonds for
ten of the last 14 months.

The drivers pushing the equity market

to new highs continue to persist. Those
include increasing recognition that global
inflation has given way to disinflation, relief
that a global recession has been averted,
encouragement from earnings that continue
to beat expectations at a rising rate, and
expectations that the Federal Reserve and
several other central banks will be cutting
interest rates.

m Equities ® Fixed Income Cash

February 2024 Allocations (%)

March 2024 Allocations (%)

m Equities ® Fixed Income Cash

* See Equity Allocation Summary for how the equity allocation is distributed

Please see important disclosures at the end of this report.



The model's equity exposure remains Daily Data 2023-02-28 to 2024-02-29
above benchmark allocation for March. Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Remains Elevated
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Within the bond/cash decision, the technical
measures weakened and now favor cash
over fixed income. On absolute basis, bonds
are now below trend (chart right).

Following the trend is important as it can
help to keep you on the right side of major
market moves. The trend also can reduce
behavioral biases. Ned Davis has said that
following the trend is important because
“the degree of unprofitable anxiety in an
investor’s life corresponds directly to the
amount of time one spends dwelling on how
an investment should be acting rather than
the way it actually is acting.”

Global Bond/Cash Ratio has Fallen Below Trend; Favors Cash Daily Data 2023-02-26 to 2024-02-29
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Global Treasury Yields Reversing Higher from Extreme Lows Daily Data 2021-03-01 to 2024-02-29
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The external indicators are split between
bonds and cash. Global yields have been
reversing higher from extreme lows not seen
since mid-2021 (chart left).

Please see important disclosures at the end of this report.




Equity Region Update
(] [ ] (]

The US. and Emerging Markets both EqU|ty Reglon Selectlon summary

jumped more than 400 bps in February.

Europe ex. UK. and Japan increased more

than 200 bps. The US, Europe ex. UK, and

Japan have risen for four straight months.

The model has an overweight position on OVERWEIGHT

the US, while holding below benchmark 0 U.S. (VTD

allocations for Japan, Pacific ex. Japan,
Emerging Markets, Canada, Europe ex. UK,
and the UK.

MARKETWEIGHT

Japan (EWJ)

Europe ex. U.K.
(EZU)

Canada (EWC)

Emerging Markets
(IEMG)

Pacific ex. Japan
(EPP)

UNDERWEIGHT
U.K. (EWU)

Arrow indicates direction in which region's weight (as a percentage of benchmark allocation) moved from last
month (up = weight increased, down = weight decreased).

Please see important disclosures at the end of this report.



The US. market possesses the only U.S. Relative Advance/Decline Line Continues to Trend Higher Daly Data 2023-02-26 to 2024-02-29
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Japan'’s allocation improved, but it remains
slightly below benchmark weighting. Almost
all technical indicators favor the market.
However, most external indicators (including
relative valuations and inflation swaps) are
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Japan'’s real GDP contracted an annualized
0.4% in Q4, following a 11% decline in Q3,
which puts the economy into recession.
However, Japan's economy contracts

quite often. In fact, in 17 of the past 18

years Japan's economy has contracted

at least one quarter per year (chart left).
Japanese equities haven't always responded
negatively to recession, with historically
very mixed performance around economic
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Europe ex. UK. remains underweight

this month due to technical, macro, and
fundamental weakness. The outlook has
deteriorated as inflation remains elevated
and the European Central Bank’s (ECB)
most aggressive tightening cycle on record
works its way into the economy.

Forward earnings expectations reflect the
challenging environment as they remain
in a downtrend (chart right). Last quarter,
less than 60% of companies beat earnings
estimates. Most internal indicators are
bearish.

The UK. remains significantly underweight
for March. Economic trends are still
lackluster, as NDR’s UK. Economic Timing
is declining (chart left). High interest rates,
inflation eating into consumer purchasing
power, ebbing labor market trends, and
the structural downside associated with
Brexit continue to serve as a drag on the
economy. The fundamental outlook is also
unfavorable. Less than 55% of companies

U.K. Industrial Production

MSCI Europe ex U.K. Forward Earnings Growth Trending Lower

Monthly Data 2023-02-28 to 2024-02-29
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had positive one-year forward earnings
revisions during February.

The market recognizes these risks as
equites remain in a downtrend with weak
breadth. None of the region’s technical
indicators are bullish.

Summary

The global asset allocation framework
maintained an overweight equity exposure
this month. Within the global equity
decision, the USS. received above benchmark
allocation, while Japan, Pacific ex. Japan,
Emerging Markets, Canada, Europe ex. UK,
and the UK. are underweight. The global
allocation framework uses objective, asset
class and region-specific indicators to
determine opportunities and identify risks.
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Ned Davis Research Disclaimer:

The data and analysis contained within 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. All performance measures do not reflect tax consequences, execution,
commissions, and other trading costs, and as such investors should consult their tax advisors before making investment
decisions, as well as realize that the past performance and results of the model are not a guarantee of future results. The NDR
Global Allocation Strategy model is not intended to be the primary basis for investment decisions and the usage of the model
does not address the suitability of any particular investment for any particular investor.

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.
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