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Macro/Market Update

A resumption of the US./Iran war, new tariffs,
and volatility in global markets failed to

derail the global economy in July, according
to the global composite (services and
manufacturing) Purchasing Managers’ Index
(PMD. The global composite PMI rose for a
fourth consecutive month, to a five-month
high. The positive three-month change in the
composite is a tailwind for global equities.

Leading indicators within the report point

to further upside momentum in the months
ahead. Notably, new orders rose to a five-
month high, employment posted its largest
gain since October of last year, and 12-month
business expectations continued to improve.

The services sector, which had been hit
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hard by the war because of its sensitivity

to energy prices, strengthened further in
July. Meanwhile, manufacturing, which had
initially benefited from war-related effects,
experienced slower growth. As a result,
services regained its position as the fastest-
growing sector globally. Even so, both
manufacturing and services remained firmly
in expansion territory, reinforcing the outlook
for continued global growth.

The US. Consumer Price Index (CPI) edged
up in July, following a decline in the previous
month (led by energy). Core inflation, which
excludes food and energy, matched the pre-
I[ran war rate, which was the lowest since
March 2021. It suggests that higher energy
prices from the war have had no meaningful
impact on core inflation, so far.
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These changes were in line with
expectations and describe relatively tame
inflation, albeit one that remains well above
the Federal Reserve’s target. Plenty of upside
risks remain, including from supply shocks
and Al-driven demand. This suggests that
the Fed will continue to talk tough about
inflation but will likely wait for more clarity

on the data before any policy changes. For
now, the data suggests that the Fed does not
have to rush to a rate hike in September.

During August, the MSCI All Country World
Index CACWD outperformed the Bloomberg
Barclays Global Aggregate Bond Index by
more than 210 basis points (bps). Stocks
have produced higher returns than bonds for
thirteen of the last sixteen months.
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* See Equity Allocation Summary for how the equity allocation is distributed

** See Fixed Income Allocation Summary for how the fixed income allocation is distributed
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The model rebalanced this month, although
the top-level stock/bond allocation did not
change. Two-thirds of the indicators, which
weigh the relative attractiveness of stocks
and bonds, favor stocks.

The trend remained positive this month, as
the global stock/bond relative strength ratio
is bullish on equities. The global stock/bond
relative strength line resides at more than
10.9% above its 52-week moving average
(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”

Weekly Data 2025-08-29 to 2026-08-28

Global Stock/Bond Total Return Ratio Continues to be Above its 52-Week Moving Average
ull= Global Stock/Bond Ratio % Above/Below 52-Week Moving Average (2026-08-28 = 10.92)
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Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Remains Elevated

Weekly Data 2025-08-29 to 2026-08-28

—— % of MSCI ACWI Markets Above 50-Day Moving Average(2026-08-28 = 83.0%)

Global upside participation (breadth)
improved, as over 80% of equity markets
trade above their 50-day moving averages
(chart left). This indicator describes the
underlying health of global equities, since it
tracks the number of markets participating
on the upside.
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The price action reflects positive macro data.
Global high yield option-adjusted spreads
have declined more than 70 bps since

late March (chart right), which indicates
increased risk appetite among fixed income
investors.

Global High Yield Avg. OAS Trend is Lower, Indicating Increased Risk Appetite Weekly Data2025-08-29 to 2026-06-25
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Baltic Dry Index Positive Relative to its Trend

Weekly Data 2025-08-29 to 2026-08-28
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The Baltic Dry Index measures the cost

of chartering dry goods freighters on key
global cargo routes, which can be used as a
proxy for global economic activity. The index
resides at more than 12% above its 13-week
moving average (chart left).
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Equity Allocation Summary
During August, only US. Small Caps declined.
Small Caps have fallen for two straight
months after rallying over the previous

three months. Emerging Markets soared
more than 530 bps. EM has gained over

500 bps during five months this year. US.
Large Caps, US. Growth, and International
Developed rose over 270 bps. U.S. Value
increased approximately 190 bps and has
risen for five straight months. US. Large
Caps, International Developed, and US. Value
each received more than 16% allocation for
September.
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Fixed Income Allocation
Summary

Only International Investment Grade bonds
declined in August. All other fixed income
segments rose by less than 100 bps. US.
Long-Term Treasurys, Emerging Market
bonds, and US. High Yield all gained over
55 bps. US. Short-Term Treasurys and US.
Investment Grade Corporates rose by less
than 30 bps. US. Short-Term Treasurys have
been higher for five straight months. US.
High Yield, EM bonds, and US. Investment
Grade Corporates have risen in four of the
last five months. US. High Yield and EM
bonds each received at least 9% allocation
for September.
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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 Dynamic Allocation 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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