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U.S. Lending Standards Indicator

12-Month Forecast of Net % of Banks Tightening Lending Standards

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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Indicator Overview

* The U.S. Lending Standards Indicator forecasts net % of banks tightening lending standards 12 months ahead

* Based on a composite of 6 macro inputs (interest rates, monetary policy, industrial momentum, housing activity, labor
markets, etc.) that exhibit a high statistical correlation with the year-over-year change in bank lending standards.

* The leading indicator (1) forecasts the directional trend and next 12-month change in the net % of banks tightening lending
standards, and (2) informs portfolio positioning across asset classes, equity sectors, and credit sectors.

How to Read:
The dashed yellow line leads by
9 . ) ) 12 months. It locks in the forecast
100% U.S. Lending Standards Indicator (Rolling 12-Month Forecast) today for 12 months from now

Y/Y Change in Net % Banks Tightening Lending Standards (Actual Results)

(2]
4
c 0
© O
L8 s0% 48% Y/Y
5 'g + (o
£ 5
o O
zZ £
o 2 0%
£
R = -18% Y/Y
o .c

c
c
S 2 5%
O]
t =
> 1 Above Zero = Tighter Lending

| Below Zero = Easier Lending
-100%
2000 2005 2010 2015 2020

Data as of 3/31/2022. Visit www.QuantPack.com/plans to see the indicator’s latest forecast.
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What are Bank Lending Standards?

* Bank Lending Standards = Measure of the cost and availability of obtaining a bank loan

* The Senior Loan Officer Opinion Survey (SLOS) is a quarterly survey of U.S. banks conducted by the Federal Reserve. The
survey gathers key information on lending practices as well as changes in the supply of credit and demand for loans.

* A key measure included in the survey that is watched by economists and policymakers is the net % of banks tightening their

lending standards. All else equal, more banks tightening (easing) lending leads to lower (higher) loan growth, which leads to
slower (higher) future economic growth.
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Market Impacts

F|gu re 1 — Business & Consumer Loan Growth 100 Tighter Lending Standards = Less Credit Growth -40%
. : : 80 -30%
* The chart graphs the net % of U.S. banks tightening
. . . 60 200
lending standards against the year-over-year change in 20%
. 40
loan growth since 2000. -10%
20 0%
. (]
* Loan growth tends to follow the path of bank lending 0
. . . 10%
standards with a 12-month lag. As banks tighten lending 20 H ’
_ ¥
standards, loan growth decreases. As banks loosen or 20 ] 20%
ease lending standards, loan growth increases. 8388388588223 28522838¢8¢8
N AN AN AN AN AN AN AN AN AN AN N AN AN AN NN NN NN oY
Net % of Banks Tightening Lending Standards (left) — Advanced 1 Year
----- U.S. Commercial & Industrial Loan Growth Y/Y% (right) — Inverse
Figure 2 — Economic Activity 100 Tighter Lending Standards = Lower Economic Growth
80

* The chart graphs the net % of U.S. Banks tightening o
lending standards against the year-over-year change in /\
the Conference Board’s Leading Economic Index (i.e., a '
measure of changes in the economy).

%

;,.

v
S

* Banks tighten lending standards as economic activity 20 ‘/
weakens. Banks then loosen or ease lending standards as 40
economic activity improves. 8593388583320 338285838A
e eoNeoleoBoleolololohoholololololoNoBolholoBoleoNel
N AN AN AN AN AN AN AN AN AN AN AN AN AN AN N AN NN NNy o

Net % of Banks Tightening Lending Standards (left)
The Conf. Board's Leading Economic Index Y/Y% (right) — Inverse

Data as of 4/30/2023
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Market Impacts (continued)
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Model Signal #1 — Sector Rotation Strategy

* Model Signal — When U.S. Lending Standards Indicator is above zero (page 3), own Defensive Sector ETFs (XLU, XLV, XLP).
When the indicator is below zero, own Cyclical Sector ETFs (XLB, XLI, XLY). The portfolio is rebalanced monthly to equal weight.

* Compared to a buy and hold S&P 500 strategy, the model signal produces a higher average annual return, higher percentage
of positive returns, higher up capture ratio, lower down capture ratio, and higher max risk / reward ratio.
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Source: MarketDesk Quant Pack. Defensive Sector ETFs: XLU, XLV, XLP. Cyclical Source: MarketDesk Quant Pack. Based on annual calendar year returns.

Sector ETFs: XLB, XLI, XLY. The portfolio is rebalanced monthly to equal weight.

Data as of 4/30/2023. Past performance does not guarantee future results. The performance information shown herein does not reflect the deduction of advisory and/or
other fees normally incurred in the management of a portfolio. Hypothetical performance results are presented for illustrative purposes only.
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Model Signal #2 — Credit Rotation Strategy

* Model Signal — When U.S. Lending Standards Indicator is above zero (see page 3), own High-Quality Credit Sectors (MBS and
U.S. Treasuries). When the indicator is below zero, own Low-Quality Credit Sectors (High Yield, Fallen Angels, and Convertible
Bonds). The portfolio is rebalanced monthly to equal weight.

* Compared to a buy and hold Bond Aggregate strategy, the model signal produces a higher average annual return, higher
percentage of positive returns, higher up capture ratio, lower down capture ratio, and higher max risk / reward ratio.
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Source: MarketDesk Quant Pack. High-Quality Credit Sectors: 10Y U.S. Treasuries and Source: MarketDesk Quant Pack. Based on annual calendar year returns.

Mortgage Backed Securities (MBS). Low-Quality Credit Sectors: High Yield, Fallen
Angels, and Convertibles. The portfolio is rebalanced monthly.

Data as of 4/30/2023. Past performance does not guarantee future results. The performance information shown herein does not reflect the deduction of advisory and/or
other fees normally incurred in the management of a portfolio. Hypothetical performance results are presented for illustrative purposes only.

MarketDesk Quant Pack Leading Indicators See disclosures at the end of the presentation.



Key Takeaways

* Bank Lending Standards measure the cost and availability of obtaining a bank loan

* Key Market Impacts:
1. Loan Growth (i.e., Net % of Banks Tightening Lending Standards ‘I* = Loan Growth )
2. Economic Activity (i.e., Net % of Banks Tightening Lending Standards ‘I* = Economic Growth )
3. Unemployment Rate (i.e., Net % of Banks Tightening Lending Standards I = Unemployment T")

* Model Signal Average Annual Returns:
1. Sector Rotation Strategy +12.3% (vs S&P 500 8.2%)
2. Credit Rotation Strategy +8.6% (vs Bond Aggregate +4.1%)

* The U.S. Lending Standards Indicator provides a 12-month forecast of net % of banks tightening lending standards, allowing
you to proactively manage risk and optimize portfolio positioning. The Quant Pack is a data subscription with access to 20+
proprietary leading indicators built to guide asset allocation decisions, eliminate guesswork, enhance investment returns,
and decrease your research workload.
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[BONUS] Free Copy of the U.S. Macro Regime Indicator

MarketDesk U.S. Macro Regime Indicator (USMRI) Re port Overview

A Framework for Managing Portfolios Throughout Economic Cycles

This primer provides an overview of the macro regime indicator and
how to implement it into your portfolio management process.

What is a "Macro Regime"? Table of Contents

Understanding Macro Regimes is Key to Portfolio Management

MarketDesk U.S. Macro Regime Indicator

The MarketDesk U.S. Macro Regime Indicator (USMRI) utilizes a
data-driven process to (1) define the current macro environment
and (2) forecast the trajectory of the U.S. economy over the next 12
months. It aggregates 20+ Quant Pack indicators to produce one

How is the USMRI Framework Different from my Current Process?
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e L Visit www.QuantPack.com/primer

April 2023
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Next Steps

2 3

Visit Resource Library Schedule a Free Demo Start Your Subscription

Complimentary access to Case Our team is available to walk Enter the code “SAVE100” to save
Studies, Whitepapers, and through the platform and $100 when you start your Quant
Educational Presentations. answer your questions. Pack subscription.

See Downloads = 10 Minute Demo = Save $100 >

www.QuantPack.com/library www.QuantPack.com/demo www.QuantPack.com/plans

Questions? Email support@QuantPack.com
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Disclosures and Important Notice

MarketDesk Research is wholly-owned by MarketDesk Research, LLC (“MarketDesk Research”). MarketDesk Research has an affiliated registered
investment adviser, which serves as the sub-adviser to an exchange traded fund. This affiliated investment adviser does not provide advice to individual
investors.

This research is for MarketDesk Research clients only. This research is based on current public information that we consider reliable, but we do not
represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates, and forecasts contained herein are as
of the date hereof and are subject to change without prior notification, and there is no guarantee that any future event discussed herein will come to
pass. MarketDesk Research disclaims responsibility for updating information. In addition, MarketDesk Research disclaims responsibility for third-party
content, including information accessed through hyperlinks.

MarketDesk Research provides “impersonal advisory services” to its subscribers, defined as services that do not purport to meet the objectives or needs
of specific clients, and statistical information containing no expression of opinions as to the investment merits of particular securities. MarketDesk
Research does not provide personalized investment advice; all content, opinions and recommendations are impersonal and are not tailored to meet
individual subscribers’ investment needs. The information and opinions provided herein are provided as general market commentary only.

MarketDesk Research is not offering advisory services through nor soliciting any action based upon this report. Recipients of the information provided
herein should consult with a financial advisor before purchasing or selling a security. The information in this report is not intended 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 trading intent.

Past performance does not guarantee or indicate future results. Index performance is for illustrative purposes only and does not reflect any
management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an index. Index performance does not
represent the actual performance that would be achieved by investing in a fund.

No mention of a particular security, index, or other instrument in this 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 or index. The report is strictly an informational 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 BEFORE INVESTING IN ANY INVESTMENTS MENTIONED IN THE PUBLICATION. INVESTING INVOLVES RISK, INCLUDING THE
POSSIBLE LOSS OF PRINCIPAL AND FLUCTUATION OF VALUE.

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

© MarketDesk Research LLC. All Rights Reserved.
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