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Macro/Market Update

Global economic risks have heightened

amid persistently high inflation, much

tighter monetary policy, the Russia/Ukraine
war, and China’s zero-COVID policy. The
global economy contracted for a second
consecutive month in September, according
to the latest S&P global Purchasing
Managers’ Index (PMD. The global composite
PMI was little changed at 497, the second
straight reading below 50. Falling economic
momentum as represented by the global
composite, is historically consistent with weak

Dynamic Allocation Strategy

global equity market performance.

With global inflation at multi-decade highs,
most of the world’s central banks have made
it unequivocally clear that fighting inflation

is their primary goal. A central bank pivot

will come when there are clear signs that
inflation has turned lower and there are some
constructive signs that inflation pressures are
easing.

During October, the MSCI All Country World
Index (ACWI) outperformed the Bloomberg
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Barclays Global Aggregate Bond Index

by over 650 basis points (bps). Equity
markets rose on hints that the Federal
Reserve will soon downshift their rate hikes.
Overtightening concerns noted by Vice
Chair Brainard and rate hike downshifts by
the Bank of Canada and the Reserve Bank
of Australia gave the market hope for a
slowing and eventual pause of the tightening
cycle. Ultimately, a softening in labor market
conditions and clear evidence that inflation is
moving back down to 2% are required for the
Fed to downshift.

= Equities ® Fixed Income

October 2022 Allocations (%)

November 2022 Allocations (%)

= Equities ® Fixed Income Cash

* See Equity Allocation Summary for how the equity allocation is distributed
** See Fixed Income Allocation Summary for how the fixed income allocation is distributed

Please see important disclosures at the end of this report.




The equity allocation jumped to slightly Weekly Data 2021-12-31 to 2022-10-28
below benchmark allocation for November. Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Rising; Favors Equities
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Not all news was positive for equities. The
global shipping rates indicator (chart at right),
which turned bullish last month, deteriorated

50

Weekly Data 2021-12-31 to 2022-10-28

Baltic Dry Index Has Fallen Below Its 13-Week Moving Average; Favors Fixed Income

ull= Baltic Exchange Dry Index % Above /Below 13-Week Moving Average(2022-10-28 = -0.18)
Last Signal : Favors Bonds (2022-10-28)

to a bearish reading. The Baltic Dry Index 45

dropped more than 156% last week, its 40

largest decline since early August, as the »

economy softened. However, the indicator is
teetering on the threshold for turning bullish.
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Economic sentiment consistently weak: Bearish for equities Weekly Data 2019-10-25 to 2022-10-28 Global economic sentiment continues to be
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territory.
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Equity Allocation Summary

Equity Allocation (%)

Except for Emerging Markets (IEMG), all 20
equity areas rose by at least 400 basis points
18
(bps) during October. IEMG declined over
100 bps, as China’s zero-COVID policy has 16
put a strain on its economy and market. IEMG "
received no allocation this month. US. Small
Caps (IJR) and US. Value [Dividends] (VIG) 12
increased over 990 bps, which were the best 10
= Oct-22
months for those segments since late 2020. . Nc .
ov-
VIG and IJR both received more than 17% 8
allocation for November due to their technical 6
composite scores (image at bottom).
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Fixed Income Allocation
Summary

US. High Yield (UNK) and International
Investment Grade (BNDX) were the only fixed
income areas to produce positive returns
during October. JNK is the only fixed income
segment to have more than two positive
monthly returns in 2022. US. Long-Term
Treasurys (TLT) continues to plummet, as
TLT dropped more than 500 bps last month.
TLT has only risen one month this year. JINK
and BNDX each received more than 10%
allocation for November due to their technical
composite scores (image at bottom).
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Dynamic Allocation Strategy

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.

© Copyright Ned Davis Research, Inc. All Rights Reserved | These materials are historical and intended to be used only as examples, and do not necessarily reflect current views or advice of NDR or its representatives.



