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Commodities continue to weaken as we near Stage 6. Bonds and growth stocks are
showing promising relative strength with Eurodollar futures pointing to a stronger Q3
than recently expected. This could lend to a bear market rally unfolding over the next
few weeks.

Markets look to have broken out of short term accumulation structures with price
targets roughly 8-13% higher from current levels.

“You will recall how impregnable your mind is when it withdraws into itself and
steadfastly refuses to do what it doesn’t want to do, even when its refusal is
unreasonable. Imagine then what it’s like when it arrives at a decision calmly and

reasonably. Free from passions, the mind is a veritable fortress. A man cannot �nd
a more secure place to take refuge and remain unassailable forever. Ignorant is he
who fails to see this, and truly ill-fated is he who sees but fails to take refuge.”

- Marcus Aurelius -

Executive Summary

Business Cycle
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Bonds (Blue). Stocks (Green). Commodities (Gold).

Stage 5 - We are in a late business cycle environment which corresponds with the rising
concerns of a potential recession and economic downturn.

Asset Rotation
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Bond ETFs - HYG, TLT. Stock ETFs - DIA, IBB, IWM, IYT, QQQ, SMH,
SPY. Commodity ETFs - DBA, GLD, USO.

Commodities weakened further over the last week with Agriculture (DBA) dropping
~5%. This is helping the storyline that In�ation has peaked / or is in the process of
peaking. We could be in Stage 6 now, but will need to see breakdown of key levels or a
series of lower lows and lower highs before we can con�rm.

Bonds (TLT), IBB (Biotech), and Semiconductors (SMH) continue to move towards the
improving quadrant. This lends to the idea that we could be �nding a short term bottom
for equities and currently in the early innings of a bear market rally.

The inversion in Eurodollar futures moved from the December 2022 contract to the
March 2023 contract which suggests a so�er landing than previously thinking. This

could mean a stronger Q3 and not rapid slowdown which would be bullish for equities.

Asset Analysis
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Sector Rotation
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Improving

Discretionary, Technology, Industrials.

Leading

Consumer Staples.

Weakening

Energy, Utilities, Materials.

Lagging

Communication Services, Financials, Real Estate, Health Care.

Sectors didn’t change quadrants from last week, so there isn’t much to report. Overall,
the rotation taking place continues towards bullishness for equities.

Sector Analysis
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Growth Stocks vs Value Stocks by Market Cap

Last week, we covered the S&P 500 P/E Ratio and that institutions might be ready to
start buying stocks that have gone on sale from the peaks. We are seeing this show up in
Growth Stocks showing relative strength over Value stocks. This is occurring across all
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market cap sizes (Large, Mid, Small) which is bullish behavior. The charts above show
local higher highs and higher lows which can represent a change in character from the
previous markdowns.

Major Stock Index Daily Charts

Major Stock Index Intraday Charts

The Charts

Technical Analysis
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The stock indices have created a short term structure at the lows over the last 2 weeks.
Friday’s price action was extremely bullish breaking out of these smaller structures and
starting a short term markup. The blue price target boxes are the targeted zones based

on point & �gure counts. Current bias is to the upside as this bear market rally unfolds.

New long positions were entered in Technology (ON) and Industrials (PCAR) last week.
Expecting a move higher as the market indices move towards the target zones.

ON 16 P/E, +111% EBITDA | PCAR 15 P/E, +30% EBITDA

Real Estate Shorts (INVH, BAM, PLD) have all been closed out last week as the market

looks to be in a potential strong upswing.

The Trades
Holds

Closes
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None at this time.

None at this time.

We are not registered as a securities broker-dealer or an investment adviser either with the U.S. Securities and Exchange
Commission (the “SEC”) or with any state securities regulatory authority. We are neither licensed nor qualified to provide
investment advice. Any individual who chooses to invest in any securities should do so with caution. Investing in securities
is speculative and carries a high degree of risk; you may lose some or all of the money that is invested. Always research your
own investments and consult with a registered investment advisor or licensed stock broker before investing. Past
performance is not indicative of future results. To the fullest extent of the law, we will not be liable to any person or entity
for the quality, accuracy, completeness, reliability, or timeliness of the information provided in this website, or for any
direct, indirect, consequential, incidental, special or punitive damages that may arise out of the use of information we
provide to any person or entity (including, but not limited to, lost profits, loss of opportunities, trading losses, and
damages that may result from any inaccuracy or incompleteness of this information).
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