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Macro/Market Update

The global economy continued to
accelerate through March, according to the
S&P Global Purchasing Managers’ Index
(PMD) readings. The global composite

PMI jumped to its highest level in nine
months. The reading marked the fourth
straight increase in the PMI and the second
straight month of expansion. When the
global economy has been accelerating,

it's historically been associated with
outperformance in global equities.

Unfortunately, the global economic outlook
reflected some cracks under the surface.
Although services sector growth remained
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broad and healthy, the manufacturing PMI
slipped back into contraction territory,
while breadth in the sector weakened
significantly. Moreover, the composite
future output index ticked down for the
first time in five months. While it remains
elevated, it suggests that global growth
may peak in the first half of the year.

History suggests that the past year’s

tight monetary policy will continue to

limit upside in the global economy in the
coming months. The March banking crisis
provides another overhang to the global
economy, as it will likely be associated with
tighter credit conditions over the near-
term. Moreover, stubbornly high inflation
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especially in the services sector may keep
central banks tighter for longer, increasing
the risk of recession possibly in late 2023
or early 2024.

During April the MSCI All Country World
Index (ACWI) outperformed the Bloomberg
Barclays Global Aggregate Bond Index by
more than 100 basis points (bps). Global
stocks have outpaced bonds for five of

the last seven months. Equity returns and
bond yields have maintained an inverse
correlation. Dropping bond yields have
been a key influence behind the market’s
recovery. Accordingly, a renewed interest
rate uptrend would be a major threat to the
outlook.

April 2023 Allocations (%)
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May 2023 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
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Although there was indicator Weekly Data 2022-04-29 to 2023-04-28

improvement this month, the allocations Global Stock/Bond Total Return Ratio is Trading Above its 52-Week Moving Average
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Weekly Data 2022-04-29 to 2023-04-28

Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Rising; Favors Equities
— % of MSCI ACWI Markets Above 50-Day Moving Average(2023-04-28 = 68.1%)

The global equity breadth indicator
calculates the percentage of global equity
markets trading above their 50-day
moving average. This indicator recently
has experienced significant volatility. The
global equity market breadth indicator has
produced bullish and bearish extremes
over the last few months. At the end of
January more than 85% of global equity
markets traded above their 50-day
moving average. By mid-March only 6%

of equity markets met that criterion. The
indicator improved to 68% at the end of
May (chart at left).
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Global high yield option-adjusted spreads Weekly Data 2022-04-29 to 2023-04-28
(OAS) now favor equities (chart at right) Global High Yield Average Option-Adjusted Spreads Narrowing Since Mid-March
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Baltic Dry Index Almost 30 Percent Above Trend, Favors Equities Weekly Data 2022-04-29 to 2023-04-28
mll= Baltic Exchange Dry Index % Above /Below 13-Week Moving Average(2023-04-28 = 29.94)
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Global shipping rates continue to favor
equities. This indicator compares the
Baltic Dry Index (BDD to its 13-week
moving average. During February, the BDI
was almost 50% below its 13-week moving
average. By mid-March, the indicator
jumped to its highest reading since the
economic reopening during 2020. The
BDI now resides at almost 30% above its
intermediate trend (chart at left).
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Equity Allocation Summary
During April, only U.S. Small Caps (IJR)
and Emerging Markets (IEMG) declined.
IJR has fallen by more than 100 bps for
four of the last five months. U.S. Growth
(VUG), International Developed (IEFA),
U.S. Value (IUSV), and US. Large-Caps
(VOO) each rose over 100 bps in April.
VUG, VOO, and IEFA have increased by
over 100 bps for five of the last seven
months. VUG, IEFA, and VOO each
received more than 10% allocation for May
due to their technical composite scores.
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Fixed Income Allocation Fixed Income Allocation (%)
Summary 18

All fixed income areas increased by less

than 100 bps during April. US. Investment

Grade Corporates (VCIT) was the only 14

area to rise by more than 50 bps. US. 5

Long-Term Treasurys (TLT), US. Short-

Term Treasurys (VGSH), US. High Yield 10

(USHY), Emerging Markets (EMB), and

International Investment Grade (BNDX) ::Apar:;
produced returns between 20-40 bps.

VGSH is the only area to have risen for

five of the last six months. VCIT and

USHY received at least 10% allocation II
for May due to their technical composite 0
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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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