Quant Pack Model Signals

U.S. PMI Momentum Indicator

Report Overview

The Model Signal Reports translate Quant Pack Leading Indicators into
asset allocation insights. This report provides the historical performance
data of each sample model since 2000 and will be updated on an annual
basis going forward. You can find more information on the indicator and it's
latest model signal in the MarketDesk Quant Pack published each Friday.
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Model Signal — U.S. PMI Momentum Indicator m

Overview of Indicator Overview of Model Signal
e The U.S. PMI Momentum Indicator forecasts the path of U.S. When the U.S. PMI Momentum Indicator is below zero, own 100% Risk-
manufacturing activity 12 months into the future. Off Exposure (i.e., Defensive Sectors, High-Quality Credit, and Bonds).

When the indicator is above zero, own 100% Risk-On Exposure (i.e.,
Cyclical Sectors, Low-Quality Credit, and Stocks). All sample model
portfolios are rebalanced monthly to equal weight.

e Based on a composite of 14 macro inputs (regional Fed surveys, interest
rates, commodity demand, monetary policy, business confidence, inflation,
etc.) that exhibit a high statistical correlation with the year-over-year change
in Manufacturing PMI.

e The leading indicator (1) provides a 12-month view into the overall
direction of U.S. manufacturing activity, and (2) informs portfolio positioning
across asset classes, sectors, industries, and bonds.

Figure 1: Historical Model Signals (Risk-On vs Risk-Off) Figure 2: Annual Model Returns
The table shows the indicator's historical model reading for each month since 2000 Page 3 Page 4 Page 5
Model Signals Based on U.S. PMI Momentum Indicator S&P 500 U.S. Sector = U.S. Credit = Stock/Bond

PLOLIll Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off -4% 19% 6% 10%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-On Risk-On -12% -6% 14% 20%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On -22% -19% -4% -22%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-On Risk-On 29% 23% 17% 16%
m Risk-Off Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-Off Risk-Off Risk-Off 11% 16% 5% 1%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 5% 9% 5% 2%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 16% 14% 4% 4%
Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 5% 14% 8% 7%
Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-On -37% -22% 20% 3%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 26% 37% 57% 26%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 15% 26% 17% 15%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 2% 16% 17% 8%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-On Risk-On Risk-Off Risk-On Risk-On 16% 22% 12% 1%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 32% 36% 14% 32%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 14% 17% 13% 8%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-On Risk-On 1% 1% -3% 0%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 12% 14% 18% 12%
)W WAl Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 22% 23% 11% 22%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off -4% 1% 0% 0%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off 31% 25% 1% 9%
m Risk-Off Risk-Off Risk-Off Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 18% 40% 57% 52%
m Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On Risk-On 29% 25% 7% 29%
m Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off Risk-Off -18% 0% -20% -13%
m Risk-Off Risk-Off Risk-Off Risk-Off 9% 1% 5% 4%

Source: MarketDesk Quant Pack. Data as of 4/30/2023. Past performance does not guarantee future results. Performance is shown as total returns with dividends and income reinvested. 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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U.S. Sector Rotation Model

Indicator Signal Overview - U.S. Sector Rotation Model

When the U.S. PMI Momentum Indicator is below zero, own 100% Risk-
Off Exposure. When the indicator is above zero, own 100% Risk-On
Exposure. The sample model is rebalanced monthly to equal weight. Refer
to page 2 to see when the model held Risk-On or Risk-Off exposure for
each month since January 2000.

e Risk-On = Cyclical Sectors (Industrials, Materials, Cons. Discretionary)

¢ Risk-Off = Defensive Sectors (Utilities, Health Care, Cons. Staples)

Figure 4: Total Returns — U.S. Sector Rotation Model
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Source: MarketDesk Quant Pack. The portfolio is rebalanced monthly.

Figure 6: 1-Year Relative Returns - U.S. Sector Rotation Model
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Source: MarketDesk Quant Pack
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Sample Model

Figure 3: Performance Statistics — U.S. Sector Rotation Model

Annual Statistics S&P 500 U.S. Sector
of Returns & Risks (Benchmark) Rotation Model

Average Return 8.2% 14.3%
Strategy CAGR 6.8% 13.0%
Maximum Drawdown -51% -38%
% of Positive Years 74% 83%
Upside Capture 100% 124%
Downside Capture 100% 27%
Net Capture 0% +98%
Max Positive Year 32% 40%
Max Negative Year -37% -22%
Max Risk / Reward Ratio 0.88 1.84

Source: MarketDesk Quant Pack. Based on annual calendar year returns since 2000.

Figure 5: Historical Annual Returns — U.S. Sector Rotation Model
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Source: MarketDesk Quant Pack

Figure 7: Portfolio Drawdowns - U.S. Sector Rotation Model
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U.S. Credit Rotation Model

Indicator Signal Overview - U.S. Credit Rotation Model

When the U.S. PMI Momentum Indicator is below zero, own 100% Risk-
Off Exposure. When the indicator is above zero, own 100% Risk-On
Exposure. The sample model is rebalanced monthly to equal weight. Refer
to page 2 to see when the model held Risk-On or Risk-Off exposure for
each month since January 2000.

e Risk-On = Low-Quality Credit (High Yield, Fallen Angels, Convertibles)
¢ Risk-Off = High-Quality Credit (U.S. Treasuries & MBS)

Figure 9: Total Returns — U.S. Credit Rotation Model
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Source: MarketDesk Quant Pack. The portfolio is rebalanced monthly.

Figure 11: 1-Year Relative Returns — U.S. Credit Rotation Model
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Source: MarketDesk Quant Pack

April 30, 2023

Sample Model

Figure 8: Performance Statistics — U.S. Credit Rotation Model

Annual Statistics US Bond Aggregate Credit Sector
of Returns & Risks (Benchmark) Rotation Model

Average Return 4.1% 12.3%
Strategy CAGR 4.1% 11.3%
Maximum Drawdown -17% -24%
% of Positive Years 87% 83%
Upside Capture 100% 254%
Downside Capture 100% 1%
Net Capture 0% +253%
Max Positive Year 12% 57%
Max Negative Year -13% -20%
Max Risk / Reward Ratio 0.92 2.81

Source: MarketDesk Quant Pack. Based on annual calendar year returns since 2000.

Figure 10: Historical Annual Returns — U.S. Credit Rotation Model
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Source: MarketDesk Quant Pack

Figure 12: Portfolio Drawdowns - U.S. Credit Rotation Model
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Source: MarketDesk Quant Pack
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Stock / Bond Rotation Model

Indicator Signal Overview — Stock / Bond Rotation Model

When the U.S. PMI Momentum Indicator is below zero, own 100% Risk-
Off Exposure. When the indicator is above zero, own 100% Risk-On
Exposure. Refer to page 2 to see when the model held Risk-On or Risk-Off
exposure for each month since January 2000.

e Risk-On = Stocks (S&P 500 Index)

e Risk-Off = Bonds (U.S. Bond Aggregate Index)

Figure 14: Total Returns - Stock / Bond Rotation Model
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Source: MarketDesk Quant Pack. The portfolio is rebalanced monthly.

Figure 16: 1-Year Relative Returns — Stock / Bond Rotation Model
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Sample Model

Figure 13: Performance Statistics — Stock / Bond Rotation Model

Annual Statistics 60-40 Stock/Bond Stock / Bond
of Returns & Risks (Benchmark) Rotation Model

Average Return 6.4% 10.9%
Strategy CAGR 6.1% 10.0%
Maximum Drawdown -33% -28%
% of Positive Years 78% 87%
Upside Capture 100% 131%
Downside Capture 100% 23%
Net Capture 0% +108%
Max Positive Year 22% 52%
Max Negative Year -22% -22%
Max Risk / Reward Ratio 1.01 2.35

Source: MarketDesk Quant Pack. Based on annual calendar year returns since 2000.

Figure 15: Historical Annual Returns — Stock / Bond Rotation Model
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Figure 17: Portfolio Drawdowns - Stock / Bond Rotation Model
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Next Steps

2 3

Visit Resource Library Schedule a Free Demo Start Your Subscription

Comphmentary 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



http://www.quantpack.com/library
http://www.quantpack.com/demo
http://www.quantpack.com/plans

MarketDesk

Important Notices & Disclaimer

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.MarketDeskResearch.com/terms for the complete list of terms and disclaimers.

© MarketDesk Research LLC. All Rights Reserved.
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