MarketDesk U.S. Bear Market Probability Indicator

Forecasting Drawdown Risk Over the Next 12 Months

Overview of Indicator

Bear markets are an unavoidable part of investing. Market drawdowns
can quickly erase years of investment gains over only a few short
months. However, these inflection points also offer investors new
opportunities. This MarketDesk U.S. Bear Market Probability Indicator
combines 12 key macro inputs to assess the risk of a bear market (i.e.
20% drawdown in the S&P 500) over the next 12 months.

Figure 13 - MarketDesk U.S. Bear Market Probability Indicator
Historical Probability of 20% Market Drawdown in the Next 12 Months
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Source: www.QuantPack.com

Figure 15 - Implied Probabilities of S&P 500 Drawdown Levels
Calculations are based on the 12 month forward SPY put options

Quantitative Tool Coming Soon

Source: www.QuantPack.com
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(HIIE A EUCEVNENYA Further drawdown risk remains elevated suggesting 2022's drawdown was event-driven (i.e. Fed Policy) rather than cyclical

How to Use

The MarketDesk U.S. Bear Market Probability Indicator is calibrated
such that levels above 80% (below 20%) indicate opportunities to start
reducing (increasing) overall portfolio risk. There are two model outputs
to focus on: (1) the current probability level of a bear market over the
next 12 months, and (2) the expectations gap of investors. We measure
the expectations gap as the difference in probabilities between the
MarketDesk Indicator and the implied probability based on S&P 500 put
options activity. Investors will benefit most when the indicator is at
extreme levels and the expectations gap is wide (i.e. nothing is priced in
to the markets).

Figure 14 - U.S. Bear Market Probability Gauge
Below 20% = Increase Risk | Above 80% = Reduce Risk
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Figure 16 - Forward Performance Based on Historical Readings
Indicator Performance Track Record

Drawdowns

100%

High Probability
of Bear Market

Historical Forward S&P 500 Returns (%) Since 1970s

Indicator 6 Months 9 Months 12 Months
Reading

> 90% 62 28% 81 38% -83 30% -52
% > 80% -0.1 56% -1.0 55% -0.9 51% 0.3
;’:_" >70% 2.2 61% 3.4 67% 4.5 66% 6.9
> 60% 2.8 63% 4.6 69% 6.0 68% 8.0
All Past Events 4.3 70% 6.6 74% 9.0 75% 13.9
< 40% 6.4 76% 9.8 82% 13.1 86% 18.8
S < 30% 7.9 82% 12.1 86% 157  92% | 215
;’:_" <20% 9.5 83% 145  89% 189 96% | 254
< 10% 1.6  83% 184 89% | 21.9 100% | 26.0

Source: www.QuantPack.com. Win % = # of positive events / total # of events.
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MarketDesk

Weekly Quant Pack

This is a complimentary version (from October 7, 2022) showing one of
the many indicators included in the Weekly Quant Pack.

Select a Subscription Below to See the Latest Readings for All Indicators:

Most Popular (25% Discount)

1-Year Subscription 2-Year Subscription
$995/year $1,495/year
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MarketDesk

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 informational
purposes only and are not intended as recommendations to buy or sell a security, nor as an offer to buy or
sell a security. Recipients of the information provided herein should consult with a financial advisor before
Contact Us 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 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. 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 have been
obtained from a variety of sources 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 Weekly Quant Pack 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.
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www.QuantPack.com
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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, options, or futures discussed in
the report, or any other securities, at any time.

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