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Market Trades Sideways
Colleges Go Remote, Growth & Momentum Reclaim Top Spot

Key Market Themes This Week

Market sentiment remains frothy. A Bank of America Global Fund Manager Survey showed
investors are the "most bullish" since February 2020, with 46% of investors saying "it's a bull
market". The S&P 500 has rebounded 51% from its March lows and reached all-time intraday high
on Wednesday this week. Tech is a big reason for the S&P 500's return, with Apple's market cap
surpassing $2Tn in intraday trading on Wednesday. Market catalyst continue to be much the same -
- central bank stimulus and liquidity, fiscal stimulus, vaccine optimism, and improving economic
data. It remains difficult to fight the Federal Reserve's policy. Minutes released this week from the
Fed's July 2020 meeting provided little detail on upcoming policy. The Fed again highlighted the risk
of an economic downturn, which has significant dovish implications. We continue to expect credit
spreads to tighten and maintain our high yield OW. There are risks to the continued strong
performance. Multiple colleges moved to remote learning less than a month into the fall semester.
It's more folk-wisdom than fact, but bullish surveys are often cited as a contrarian indicator. U.S.
politics are a mess, with congress unable to agree on a fifth stimulus package and unemployment
benefits in limbo. The 2020 presidential election occurs in 74 days, and both political bases are
digging in their heels. We believe the current debate over the U.S. Postal System is an indicator of
how bad things could become. Internationally, U.S.-China tensions continue to deteriorate at a fast
pace. The U.S. Department of Commerce announced additional curbs on Huawei and continues to
push for the sale of TikTok's U.S. operations. The U.S. State Department sent out a letter asking U.S.
colleges and universities to divest Chinese holdings ahead of potentially more enhanced listing
standards. For all of the pressure the Trump administration is putting on China, we believe China is
hesitant to respond in-kind. China's economy is increasingly reliant on U.S. firms' technological
advances.

MDR's Strategic Ratings in Focus

» U.S. housing market data indicates the housing recovery remains strong. August 2020 NAHB
homebuilder sentiment jumped 6 points to 78, which is the highest level in the index's 35-year
monthly history. July 2020 housing starts came in at 1,495K vs the consensus estimate of 1,240K.
June 2020 building permits came in at 1,495K vs the consensus estimate of 1,320K. The U.S.
housing market appears to be red hot right now. We previously highlighted a tactical COVID-19
housing recovery position in the 5/29/2020 Friday Strategist. We continue to believe the position is
attractive.

» Berkshire Hathaway's latest 13-F shows Warren Buffett reduced his U.S. financials position.
Buffet sold shares in JPMorgan Chase, Wells Fargo, and Goldman Sachs. The KBW Nasdaq Bank
Index is down -33% YTD, while the S&P 500 is up +5.8%. We continue to believe the sector is
difficult to own in the current macro environment of low interest rates and uncertainty around loan
losses. We downgraded Financials from N to UW at the start of July 2020.

» Growth and momentum reclaimed their top spot among investment factors after struggling last
week. We remain OW both growth and momentum, especially given the downside risk this fall as
college campuses open for classes.

Quick Takes

» The Euro is on a strong run against USD after strengthening +9% over the last 3-months. Europe
has not experienced as strong of a COVID-19 resurgence as the U.S. The recently approved bloc-
wide stimulus package signals improving regional relations. However, there are signs the Euro's
strength could be fading. European countries are seeing a tick up in COVID-19 case counts. In
addition, the Euro's trailing m/m return is +2std (e.g. ~95% of values in a normal data set would be
expected to fall within +2std, which indicates the Euro's recent move should be viewed as an
outlier).

The information herein was obtained from sources which MarketDesk Research LLC (MDR) believes to be
reliable, but we do not guarantee its accuracy. Neither the information, nor any opinions expressed, constitute a
solicitation of the purchase or sale of any securities or related instruments. MDR is not responsible for any losses
incurred from any use of this information.
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Report Overview

Portfolio Strategy is a weekly
note built to track markets
intra-month with the goal to:
(1) highlight near-term trends;
(2) discus market moving
news; and (3) monitor MDR's
strategic & tactical position
opportunities. (Note: Portfolio
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during weeks when the
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Asset Class Perfformance
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Sentiment & Technicals

Figure 1: Last 2-Weeks - Daily Returns Figure 2: 50/50 Blend of y/y% and m/m% Z-Score
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Figure 3: % of S&P 500 Stocks Figure 4: Investor Positioning - Growth vs Safe Havens
2 .
m Oversold: 13% Neutral: 44%  m Overbought: 43% 0% 1 ——1-Month Rolling Returns
100% 1-Month Rolling Flows 1 Investors Favor Growth
(S&P 500, EM Equities, Commodities)
10%
75%
0% +1%
50% -2%
25% -10%
| Investors Favor Safe Havens
(Bonds, Utilities, Gold)
0% -20%
ZZTFTTTTTHTIIJFTEISTE] > 2 2 o 2 9 9 g 8 2 8 §
O QL n 2LV O LS 99555 >€C€ 3350 - T T SR Y o S O
28002888 ¢¢s<<c23"72 gggggggggggﬁ
Source: MarketDesk Research. Note: OS / OB is based on 50dma Z-Score. Source: MarketDesk Research
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Sectors & Industries

Figure é: Sector Technical Strength Figure 7: Sector NTM Earnings Revisions (%)
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International Markets

Figure 12: DM vs EM Equities (Rolling 3M Return)
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Figure 14: Country Returns - m/m% & y/y%
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Figure 16: Yield Spread (bps) - EM Sovereigns vs Treasuries
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Figure 13: Regional Technical Strength
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Figure 15: Countiry Asset Flows (%)
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Figure 17: U.S. Dollar vs Major Currencies
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Credit Markets & Commodities

Figure 18: Rolling 1-Month Relative Credit Returns
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Figure 20: Yield Change over 1W & 1M (bps)
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Figure 22: Credit Returns vs Flows (m/m%)
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Figure 19: U.S. Corporate Bond Spread in bps (HY vs IG)
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Figure 21: U.S. Treasury Yield Curve

=@ Current
2.0%

—e— 3Mago —e— 6Mago —e— 1Y ago

1.5%
1.0%
0.5%

0.0%
3mo 6émo 1y 2y 3y Sy 7y 10y 30y
Source: MarketDesk Research

Figure 23: Commodity Market Overview
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Important Notices & Disclaimer

MarketDesk is wholly-owned by MarketDesk Research, LLC (“MarketDesk
Research” or *“MDR"”). The information and opinions expressed herein are solely
those of MDR, are provided for informatfional purposes only and are not
intended as recommendations fo buy or sell a security, nor as an offer fo buy
or sell a security. Recipients of the information provided herein should consult
with a financial advisor before purchasing or selling a security. MDR is not an
investment advisor and is not registered with the U.S. Securities and Exchange
Commission or the Financial Industry Regulatory Authority, and, further, the
owners, employees, agents or representatives of MDR are not acting as
investment advisors and might not be registered with the U.S. Securities and
Exchange Commission. The information and opinions provided herein are
provided as general market commentary only, and do not consider the
specific investment objectives, financial situation or particular needs of any
one client. The information in this report is not infended to be used as the
primary basis of investment decisions, and because of individual client
objectives, should not be construed as advice designed to meet the particular
investment needs of any investor. The comments may not be relied upon as
recommendations, investment advice or an indication of frading intent. MDR is
not soliciting any action based on this document. Investors should consult with
their own financial adviser before making any investment decisions. There is no
guarantee that any future event discussed herein will come to pass. The data
used in this publication may have been obtained from a variety of sources
including U.S. Federal Reserve, FactSet, Bloomberg, Bank of America Merrill
Lynch, iShares, Vanguard and State Street, which we believe to be reliable, but
MDR cannot be held responsible for the accuracy of data used herein. Any
use of graphs, text or other material from this report by the recipient must
acknowledge MarketDesk Research as the source. Past performance does not
guarantee or indicate future results. Investing involves risk, including the
possible loss of principal and fluctuation of value. MDR disclaims responsibility
for updating information. In addition, MDR disclaims responsibility for third-party
content, including information accessed through hyperlinks.

MDR is not a registered investment adviser. No mention of a particular security,
index, derivative or other instrument in the report constitutes a
recommendation to buy, sell, or hold that or any other security, nor does it
constitute an opinion on the suitability of any security, index, or derivative. The
report is strictly an information publication and has been prepared without
regard to the particular investments and circumstances of the recipient.
SUBSCRIBERS SHOULD VERIFY ALL CLAIMS AND COMPLETE THEIR OWN
RESEARCH AND CONSULT A REGISTERED FINANCIAL PROFESSIONAL BEFORE
INVESTING IN ANY INVESTMENTS MENTIONED IN THE PUBLICATION. INVESTING IN
SECURITIES AND DERIVATIVES IS SPECULATIVE AND CARRIES A HIGH DEGREE OF
RISK, AND SUBSCRIBERS MAY LOSE MONEY TRADING AND INVESTING IN SUCH
INVESTMENTS.

Principals of MDR may or may not hold or be short any of the securities, opftions,
or futures discussed in the report, or any other securities, at any time.

Please refer to www.MarketDeskResearch.com/terms for the complete list of
terms and disclaimers.
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