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Macro/Market Update

S&P Global Purchasing Managers' Index (PMD
data continue to signal a softening global
economy. The global composite (services and
manufacturing) PMI fell for a second straight
month in July to its weakest reading since
January. The continuous upside momentum
from the first half of the year appears to

be fading. Leading indicators within the

PMI reports, such as new orders, backlogs,
and future output all point to weakening
momentum in the coming months.

Continued adjustments to the pandemic
related imbalances have caused price
pressures to ease considerably. The global
composite input price index sank to a
33-month low in July. Although most of the
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price weakness has been in the manufacturing
sector, services costs still grew at the slowest
pace since December 2020.

However, the risk of global recession, which

is historically associated with large, equity
bear markets, doesn't appear to be a near-
term risk. The latest PMI reading marked the
sixth straight month of global expansion after
declining throughout most of the second

half of last year. The composite is also well
above the threshold that has historically been
associated with global recession. Furthermore,
many emerging markets outside of China have
maintained resiliency and are contributing to
some stabilization in the manufacturing PMI.
Among developed economies, growth remains
positive in Japan, while the US. continues to
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grow, although at a slower pace compared to
earlier in the year.

During August, the MSCI All Country World
Index CACWI) underperformed the Bloomberg
Barclays Global Aggregate Bond Index by
over 135 basis points (bps). It was the largest
underperformance since December and only
the second month this year where global
bonds outpaced stocks. Still, global stocks
have outpaced bonds for eight of the last
eleven months. The August decline resembled
the February-March correction, which started
with excessive optimism and rising bond
yields. Now as then, global equities have
started to recover from a near-term oversold
condition with optimism relieved and their
long-term uptrend intact.
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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 is more than 75% above its one-year
moving average. The spread between the
relative strength ratio and its trend has been
positive since the end of March (chart right).
The trend continues to be equity’s friend
relative to fixed income.

Weekly Data 2022-12-30 to 2023-08-25
Global Stock/Bond Relative Strength Ratio Remains Above Its Long-Term Trend
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Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Has Been Volatile in 2023

Weekly Data 2022-12-30 to 2023-08-25 The percentage of global equity markets
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trading above their 50-day moving averages

1105 has experienced significant volatility in 2023.
1100 After jJumping to almost 90% at the end
495

of July, its highest level since November,

the percentage of markets above their
intermediate trends declined to less than 32%
in August (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. Although
declining upside participation is a risk, this
could be a short-term move for this indicator

0 0 due to the market pullback in what is still an
5 -5 uptrend.
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The one-month change in the Composite OECD Leading Indicator One-Month Momentum At Highest Levels Since 2021 Weekly Data 2021-08-13 to 2023-08-25
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Global High Yield OAS Narrowing: Bullish for Stocks Weekly Data 2022-12-30 to 2023-08-25 Global high yield option-adjusted spreads
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Equity Allocation Summary
During August, all six equity areas declined
more than 100 basis points (bps), which last
occurred in February. After having its best
month since January during July, Emerging
Markets (IEMG) had its worst month since
February, as it plummeted over 600 bps. US.
Small-Caps (IJR) and International Developed
(IEFA) dropped over 375 bps, while US. Value
(IUSV), US. Growth (VUG), and US. Large-
Caps (VOO) fell less than 300 bps. VUG and
VOO each received more than 15% allocation
for September (image at bottom).
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Fixed Income Allocation Fixed Income Allocation (%)
Summary 12
Last month, short-term Treasurys (VGSH),

International Investment Grade (BNDX), and 10

US. High Yield (USHY) produced positive

returns. Emerging Markets (EMB) and US. .

Investment Grade Corporates (VCIT) declined

at least 65 bps. US. Long-Term Treasurys

(TLT) plummeted over 310 bps for August. ¢

TLT has declined more than 250 bps during :::sjj

eight of the last 13 months! EMB and USHY 4

both have over 10% allocation for September
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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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