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Nvidia Legal Woes May Benefit AMD And Others

Nvidia faces legal woes as the Justice Department subpoenaed the company over antitrust
concerns. This should not be too surprising, as it was recently reported that Nvidia dominates the
GPU chip market and continues to increase its market share. GPU, or graphics processing unit, is
a cornerstone of Al technology. As shown below, as of the end of the first quarter, Nvidia increased
its market share of AIB chips to 88% from 80% at the end of the year. The names AIB and GPU
are often used interchangeably to represent graphic cards. In Nivida's wake is AMD, with
approximately 12% of the market share, and Intel, with a negligible share.

While a significant market share of an immensely profitable and in-demand product is a godsend
for shareholders, it is not durable over the long term. Foremost, as we led, Nvidia now faces legal
challenges to its market share. The Justice Department is concerned Nvidia is making it difficult for
its customers to use other chips. Furthermore, Bloomberg reports they penalize buyers who do not
exclusively buy their chips. Consequently, Nvidia's legal issues may benefit AMD and other chip
makers.

Also, beyond Nvidia's legal issues, it faces intense competition. Given the outsized profit margins

on GPU chips, competition will become fierce. It may take some time for AMD, Intel, and others to
make a competitive chip, but when they do, prices and profit margins of GPUs are likely to fall. In

the words of Jeff Bezos: "Your margin is my opportunity.”
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Time Symbol Company Mame Market Cap « Fiscal Consensus # of Ests Last Year's Last year's
Quarter EPS* Report Date EPS*
Ending Forecast
@ AVGO Broadcom Inc. $711,219,686,634 Julf2024 2095 10 8/31/2023 $0.95
@ 10T Samsara Inc. $21,597,109,455 Julf2024 ($022) 5 8/31/2023 ($0.17)
&
‘-’q_’:] GWRE Guidewire Software, $12,080,415,392 Julf2024 3014 6 9/07/2023 $0.30
Inc.
@ DOCU DocuSign, Inc. $11,855,124,060 Julf2024 20.20 7 9/07/2023 $0.09
i TTC Toro Company (The) 59,521,089 547 Julf2024 $1.23 4 9/07/2023 $0.95
& NIO NIO Inc. $8,661,751,457 Junf2024 (50.46) 1 8/28/2023 ($0.51)
@ PATH UiPath, Inc. $7.211,269,769 Julf2024 ($0.17) 7 9/08/2023 ($0.09)
@ SMAR Smartsheet Inc. $6,567,082,919 Julf2024 ($0.07) 6 9/07/2023 ($0.23)
@ SAIC Science Applications $6,563,223,395 Julf2024 $1.86 7 9/07/2023 $2.05
International
Corporation
@ HMY Harmony Gold 35 667,719,983 Jun/2024 1 M/A N/A
Mining Company
Limited
@ RH RH 34,642 293,472 Julf2024 %154 e 9/07/2023 $3.93
@ BRZE Braze, Inc. $4,400,435790 Julf2024 ($0.31) & 8/07/2023 ($0.30)
@ FIZZ National Beverage $4,319,654,923 Julf2024 1 MIA $0.53
Corp.
& KFY Korn Ferry $3,690,283,840 Julf2024 $1.12 2 9/07/2023 20.99
Economy
Time Event Impact Actual Conzensus Previous
THURSDAY, SEPTEMBER 5
06:30 EEUSD Challenger Job Cuts (Aug) | W - - 25.885K
07:15 #EUSD ADP Employment Change (Aug) | ] - 145K 122K
07:30 EEUSD Initial Jobless Claims [Aug 30) | W - 230K 231K
07:30 BEUSD Monfarm Productivity (Q2) I - 23% 2.3%
07:30 EEUSD Unit Labor Costs (02) | W - 0.9% 0.9%
08:45 EEUSD S&F Global Composite PMI (Aug) | W - 54.1 54.1
09:00 EEUSD ISM Services Employment Index (Aug) | - - 51.1
09:00 EEUSD ISM Services New Orders Index (Aug) | W - - 52.4
09:00 EUSD ISM Services PMI (Aug) | ] - 51.1 51.4
02:00 BEUSD ISM Services Prices Paid [Aug) | - - 57

Market Trading Update

Yesterday, we discussed the sharp market sell-off and noted that it was critical that buyers step in
to defend the 20- and 50-DMA support levels just below Tuesday's close. Such was the case on
Wednesday, and while the market flirted with a break of support in the late afternoon, it held that
level into the close. However, the not-so-bullish development is that the MACD "buy signal”
triggered in early August, supporting the rally from the lows, has reversed. With the market not
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deeply oversold yet, such does imply that any rallies will likely be limited by the rather substantial
build of overhead resistance during the last half of August.

WY TradingView

The first half of September is typically better than the last half of the month. If we get a couple of
economic reports that support the coming Fed rate-cutting cycle, it could lift stocks by the end of
the week or next. However, as we cautioned heading into this recent downturn, reducing risk and
raising cash levels make a lot of sense heading into the election.
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JOLTS

The BLS JOLTSs report was weaker than expected. Job openings fell to 7.67 million from 7.91
million last month amid expectations of an increase to 8.10 million. Furthermore, the prior month's
number was revised lower from 8.18 million. The number of job openings is at levels last seen in
January 2021. Moreover, it's quickly closing in on the 7.0-7.5 million range in the two years before
the pandemic.

Also, within the data below, total job separations increased while hires rose. However, netting the
two figures points to a loss of 63k jobs. A figure important to the Fed is the number of unemployed
persons per job opening. The second graph shows that it is now fully back to pre-pandemic run
rates. The probability of the Fed increasing rates by 50bps versus 25bps is now 50/50. ADP and
the BLS employment report will likely push the odds toward one or the other.
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Table A. Job openings, hires, and total separations by industry, seasonally adjusted

Job apenings Hires Total separations
Tuly June Juby Tuly June July Tuly Durs uly
Category 023 poiral 2024(F) 023 poiral 2024(8) 00 2004 2024F)

T

{in thousands)

Total 8805 7910 7673 573 5,248 551 5,646 5084 5,420
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Number of unemployed persons per job opening, seasonally adjusted
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A Bull Steepening Is Bearish

Stocks spend a lot more time trending upward than downward. However, in those relatively brief
periods where longer-term bearish trends endure, investors are advised to take steps to reduce
their risks and limit their losses. An active approach puts you on higher ground than you
otherwise might have been. Moreover, when the market resumes its upward trend, you have
ample funds to purchase stocks at lower prices and better risk-return profiles.
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You may wonder why an article about bond yield curves leads off with a discussion of bear market
strategies for stocks. Some yield curve shifts correlate well with positive stock market returns and

others with negative returns. Prior bull steepening environments have not been friendly to buy
and hold stock investors. Therefore, we hope this analysis guides you in preparing to reduce risk

if needed.

READ MORE...
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Tweet of the Day
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Tl Realist reposted
q Kevin Gordon & @KevRGordon - 1h

1’ % of S&P 500 Tech members trading above their 200-day moving average
fell by more than 16% yesterday ... that was the largest daily drop since
March 2020

W 589 500 Enformation Technology Sector GICS Lavel 1 - Percent of Members Abowe 200 Day Moving Av 59,70

?Want to achieve better long-term success in managing your portfolio? Here are our 15-trading
rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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