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Macro/Market Update

Global economic growth continued to acceler-
ate in May, based on the S&P Global Purchas-
ing Managers’ Index (PMD) readings. The com-
bined services and manufacturing global PMI
rose to its highest level since November 2021.
It was the sixth straight monthly increase, the
longest winning streak since October 2009,
when the global economy was just getting out
of the Global Financial Crisis recession.

On an aggregate basis, the global economy
appears to be in excellent shape, but it masks
narrow leadership and sector-level diver-
gences. Services continue to be the only
growth driver, as manufacturing shrank for a
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third-straight month. The last such divergence
between the services and manufacturing

PMIs occurred in early 2009. Such gaps typi-
cally have not been indicative of an ominous
economic future. Rather, they tend to happen
either well into, or towards the end of global
slowdowns/recessions. This is because the
more stable services sector often gains trac-
tion faster after economic bottoms.

Even so, the ability to maintain accelerating
momentum will be more challenging in late
2023/early 2024. Businesses and households
will continue to face tighter credit conditions
in the US. and Europe as the impact of the
past year’s tight monetary policy continues to
slowly work its way into the global economy.

Asset Allocation Summary

Stubbornly high inflation, particularly in the de-
veloped world, indicates that central banks will
remain hawkish for longer. Meanwhile, China’s
growth will likely ease as pent-up demand is
satisfied.

During June, the MSCI All Country World Index
(ACWI) outperformed the Bloomberg Barclays
Global Aggregate Bond Index by more than
585 basis points (bps), the largest spread since
October. Global stocks have outpaced bonds
for nine of the last 12 months. Global slowdown
lead times suggest that a renewed global
slowdown may still be at least six months away.
History indicates that global equities can still
rally during short expansions, but such rallies
tend to be shorter-lived.
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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 equity allocation rose to above benchmark Global Stock/Bond Ratio At Highest Levels Above Trend Since 2021. Weekly Data 2022-07-01 to 2023-06-30
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The global equity market breadth indicator has
produced bullish and bearish extremes this
year. At the end of January more than 85% of
global equity markets traded above their 50-
day moving average, but by mid-March only
6% of equity markets met that criterion. The
indicator improved to 68% at the end of April,
but it declined to 40% by the end of May. At
the beginning of July, 55% of markets resided
above their trends (chart at left).
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The one-month change in the Compos- Global Economic Momentum Continues to Improve. Weekly Data 2022-07-01 to 2023-06-30
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Equity Allocation Summary

For the first time since January, all six equity
areas jumped more than 400 basis points
(bps). US. Value (IUSV) and US. Small-Caps
(IJR) gained more than 700 bps in June. It was
only the second monthly increase for IJR this
year. US. Growth (VUG) and US. Large-Caps
(VOO) rose more than 600 bps. VUG and VOO
have been higher for five of the last six months.
VUG, IUSV, IEFA, and VOO each received more
than 10% allocation for July due to their techni-
cal composite scores.

25

20

=
o

(€]

0

EAFE
[IEFA]

Emerging Markets

[IEMG]

Equity Allocation (%)

W Jun-23
mJul-23

U.S. Dividend U.S. Small-Cap U.S. Large-Cap  U.S. Technology
(Value) [IUSV] [UR] [VOO] (Growth) [VUG]

Equity Technical Composite Scores

Monthly Data 2022-06-30 to 2023-06-30

- —— Large-cap U.S.

41

—_

- —— Small-cap U.S.

1
—_

_

r  —— U.S.Tech/Growth

1
i

_

- —— Dividend/Value

1
_

_

- — EAFEIndex

1
_

_
O N DM OO O N BD»O O O N BD»O O O N BD»O O O N D~ OO O N D~ OO
T

- —— Emerging Markets

i Source: Ngd DavisReseqrch, Inc.

1 1
_
ONBDMONOO ONDMINOMO ONDMOIOINOMO ONDMOIOONOMO ONDMOOOMO ONPMO®O

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

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2022 2023
ETF1000_M_NDRIS © Copyright 202'3 NDR, Inc. Further distribL'JtiorT prohibited without prior pe.rmission.
NDR All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html

Please see important disclosures at the end of this report.



Fixed Income Allocation
Summary

Only US. High Yield (USHY) and Emerging
Markets (EMB) increased by more than 150
bps during July. It was EMB'’s best month since
January. US. Long-Term Treasurys (TLT), US.
Investment Grade Corporates (VCIT), and In-
ternational Investment Grade (BNDX) gained
less than 30 bps. BNDX has risen for four con-
secutive months. EMB and USHY both have
over 10% allocation for July due to their techni-
cal composite scores.
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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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