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Macro/Market Update

The global economy ended 2023 showing
signs of resiliency, exhibiting a modest
expansion, according to the S&P Global
Purchasing Managers’ Index (PMI). It was the
second straight month of growth, following
stagnation in October, and the highest reading
since July. Leading indicators, such as overall
new orders and the future output index, rose
to their highest levels in six months, indicating
continued strength in the near-term.

However, the global economic expansion is
much slower than it was earlier in 2023, as the
PMI peaked in May, and is still well below its
long-term average. Downside risks abound,
including the delayed impact of tight monetary
policy, sticky inflation, less fiscal support, and
an abundance of geopolitical risk. The global
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expansion also lacks broad participation
across economies. The services sector is
expanding, but manufacturing continues

to sputter. Many economies, with greater
concentration in Europe, are still showing
contracting services and manufacturing
activity. This supports an outlook for slower
economic growth, but no recession. The lack
of a recession would be critical for investors,
since the largest bear markets typically occur
during economic contractions.

Global input prices accelerated in December,
while output price growth was little changed.
Both indexes, while down from last year, made
little headway in the second half of the year
and remain above pre-pandemic levels. Sticky
prices continue to present challenges to
central banks regarding monetary policy.

Asset Allocation Summary

During January, the MSCI All Country World
Index (ACWI) outperformed the Bloomberg
Barclays Global Aggregate Bond Index by
over 198 basis points (bps). Stocks have
outpaced bonds for nine of the last 13 months.
Global equities started 2024 with a healthy
consolidation, cooling the excessive optimism
and relieving the overbought condition
produced by the market surge into year-end.
Overall, global equity performance continues
to be robust as evidenced by the record
highs on the Dow Jones Industrial Average
and the S&P 500 Index. Among the 47 MSCI
indices, record highs have been reached

by the MSCI US. Index and several other
markets, representing most of global market
capitalization.
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The equity allocation remained above
benchmark weighting, as the model did not
trade this month. The model uses a turnover
reduction mechanism, which reduces trading.
The proposed allocations did not deviate
enough from the existing weightings to
warrant a model rebalance.

The stock/bond relative strength indicator,
which receives the greatest weighting in the
model, compares the stock/bond ratio to its
52-week moving average. The stock/bond
ratio resides at more than 8% above its one-
year moving average, its highest level since
mid-September (chart right). This indicator
has favored equities since last March.

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 2023-01-27 to 2024-01-26
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 (2024-01-26 = 8.31)
130 130
120 120
11.0 11.0
10.0 10.0
9.0 9.0
8.0 8.0
7.0 70
6.0 6.0
5.0 5.0
4.0 4.0
30 30
20 20
1.0! 10
0.0r I- - 00
-1.0 -1.0
-20 -20
Source: Ned Davis Research, Inc.
T T T T T T T T T T T T T T T T T T T
3 17 3 17 6 21 5 19 2 16 7 21 4 18 1 15 6 20 3 17 1 15 5 19
Feb2023 Mar2023  Apr2023 May 2023 Jun 2023 Jul 2023 Aug2023 Sep2023  Oct2023 Nov 2023 Dec2023  Jan 2024

Customized version of ETF1000_11

© Copyright 2024 Ned Davis Research, Inc. Further distribution prohibited without prior
permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.
For data vendor disclaimers refer to www.ndr.com/vendorinfo/

%@ NDR

Weekly Data 2023-01-27 to 2024-01-26
Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Rising; Favors Equities

— % of MSCI ACWI Markets Above 50-Day Moving Average(2024-01-26 = 74.5%)
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After reaching its highest level in three years
at the beginning of January, global equity
market breadth pulled back last month.
However, almost 75% of global equity markets
still 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. Elevated
breadth is important because if many stocks
rally, even if a few run into trouble, enough
stocks remain in uptrends that they can
support the popular averages.

Please see important disclosures at the end of this report.



The Purchasing Managers’ Index (PMD)
breadth indicator measures the four-week
point change of the percentage of economies
with a PMI greater than 50 (expanding
activity). The PMI is based on a survey sent
to executives regarding their outlook on
areas such as inventories, production, and
employment. A change greater than zero
favors stocks, while a change less than
zero supports bonds. Equities typically
underperform fixed income when there is
deterioration in the economic outlook. This
economic momentum breadth indicator
weakened in January as Ireland’s PMI fell
below 50 (chart right).

Global PMI Breadth Deteriorated; Favors Bonds Over Stocks Weekly Data 2023-01-27 to 2024-01-26
mll= Four-week Change in % of Countries PMI Above 50(2024-01-26 = 0.00)
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Baltic Dry Index More Than 20 Percent Below Trend Weekly Data 2025-01-27 to 2024-01-26
ull= Baltic Exchange Dry Index % Above /Below 13-Week Moving Average(2024-01-26 = -23.60)
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With increased conflict in the Middle East
putting pressure on the critical Suez Canal
trading route and negative seasonality, the
Baltic Dry Index (BDD plummeted more than
30% in mid-January, its largest one-week
drop since 2008. For this month’s update,
the BDI resided at more than 20% below its
intermediate-term trend (chart left).
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Equity Allocation Summary
During January, US. Large-Caps and US. 25

Growth
as they

were the top-performing equity areas,
each grew more than 150 bps. Both

segments, along with US. Value, have risen for 20

three consecutive months. US. Small-Caps

and Em

erging Markets declined over 390 bps.

US. Large-Caps, US. Growth, US. Value, and 15
International Developed received more than

10% allocation for February (chart right).
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Fixed Income Allocation Fixed Income Allocation (%)
Summary 9
Only US. Short-Term Treasurys and US.

High Yield produced positive returns during ¢
January. Emerging Market bonds and US. 7
Long-Term Treasurys (TLT) dropped over 100
bps. TLT has declined by more than 200 bps ¢
for five of the last seven months. Emerging S
Market bonds and US. High Yield were the
only areas to receive more than 5% allocation 4 :JFZZ;L
for February (chart right). s
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Fixed Income Technical Composite Scores Monthly Data 2023-01-31 to 2024-01-31
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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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