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Investors tend to prefer periods of stability. However, as we share below, politicians' promises
appear to offset the potential instability associated with changes in the White House and/or
Congress. We present the graph below to help appreciate how seasonal patterns may affect stock
prices this election year. Since 1972, only three of the thirteen election periods had negative
returns between January and the election. The 1984 election was slightly negative, although from
January to July, the S&P 500 fell 13% but fully recovered by November. 2000 and 2008 were the
worst years for returns.

The range of returns throughout the series of ten-month periods is also important to appreciate. Of
the thirteen periods, only five had a maximum drawdown of 5% or worse. All but four of the years
saw at least one point within the period in which the S&P 500 posted double-digit gains. The
average gain for all election year periods is 4.65%, with an average maximum drawdown of 9.86%
and an upside of 12.76%. The outsized losses in 2008 certainly skew the data. Excluding that year,
the average gain is nearly 8%. While we are only four months into the current election period, the
return is already 2% above the average, and the maximum return this year matches the average.
Might we have already seen the best performance of the year, or do years like 1980, 1996, and
2016 provide hope for even better returns in the coming months?
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What To Watch Today

Earnings
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. . Fiscal Quarter Consensus EPS* Last Year's Last Year's
Time Symbol Company Mame Market Cap Ending Forecast # Of Ests Report Date EPS-
{"_/:‘ SAP SAP SE $208,513,798,563 Mar/2024 $0.95 6 4212023 $0.76
9] V7 Verizon Communications Inc. $168,717453137  Mar/2024 3112 8 4/25/2023 $1.20
@ HDE HDFC Bank Limited $144168,578,633 Mar/2024 30.71 1 A417/2023 $0.82
&) S Iczlide”‘:e Design Systems, 477833130100 Mar/2024 $0.86 7 4/24/2023 $1.02
0} TFC Truist Financial Corporation  $47,656,062121  Mar/2024 30.78 8 4/20/2023 $1.09
-{_“_,j MNUE MNucor Corporation $45 926930708 Mar/2024 3362 4 4/20/2023 $4.45
ey AMERIPRISE FINANCIAL 41909 OTRMEL M Aarian ¢a1c o PP e
) AMP SERVICES, LLC $41,382 916,054 Mar/2024 3810 G 4242023 $7.25
‘;"_/2' EBRO Brown & Brown, Inc. $23187105,145 Mar/2024 $1.04 S 4242023 $0.84
o) KSPI Joint Stock Company $21,248894776 Mar/2024 $2.50 5 N/A N/A
Kaspi.kz
&) ARE E‘('i"if:;: d ;593' Estate $20,385,551856 Mar/2024 $2.32 6 4/24/2023 $219
&) KG iac'(,ag ng Corporation of g5 675 499211 Mar/2024 3164 5 4/24/2023 $2.20
= merica
] ACH Albertsons Companies, Inc.  $11,785,775658 Feb/2024 30.51 5 4112023 $0.74
) ELS Ei;uw Lifestyle Properties, 411624061443  Mar/2024 30.77 3 4N17(2023 $0.74
-‘»:dz'_] MEDP Medpace Holdings, Inc. $11,513,814,063  Mar/2024 $2.45 2 4242023 £2.27
{_/3' LI Cleveland-Cliffs Inc. $10,379,369,785 Marf2024 $0.19 5 4/24/2023 ($011)
Economy
Time Event Impact Actual De-.-o Consensus Previous
MONDAY, APRIL 22
12:30 MEUSD Chicago Fed National Activity Index (Mar) - - - 0.05

Market Trading Update

Last week, we discussed the market's break of the bullish trend. To wit:

"The market did break below the previous low on Friday after failing to reclaim that previous
support at the 20-DMA. The failure to reclaim that support turns the previous 20-DMA into
resistance and makes the 50-DMA new critical support over the next few days. (Note: If the market
makes a confirmed break of the 50-DMA, the 100- and 200-DMAs become the following logical
targets.)"

Over the two months, we repeatedly warned that a correction process was likely. As noted in
"Market Top or Bubble:"

"As noted, the market remains in a bullish trend. The 20-DMA, the bottom of the trend
channel, will likely serve as an initial warning sign to reduce risk when it is violated. That
level has repeatedly seen 'buying programs' kick in and suggests that breaking that
support will cause the algos to start selling. Such a switch in market dynamics would
likely lead to a 5-10% correction over a few months."

While it took longer than expected, that correction process arrived last week and continued
earnestly with the market approaching the 100-DMA. With the market short-term oversold, a
reflexive rally in the next week is likely, with the 50-DMA being notable resistance. Any rally
toward 5100 should be used to rebalance risk and hedge portfolios as needed.
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Notably, this has been a very orderly correction. While there has certainly been selling in the

markets, particularly in some of the previous "momentum” names, volatility has risen in a controlled
manner. Such suggests that this correction process is just a normal correction within an ongoing

bullish trend. You will note very similar actions during the decline last summer.
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As noted last week:
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"The confirmed break of support suggests reviewing portfolio allocations and taking
profits in well-performing positions. However, while some stocks have only begun to
correct from previously overbought conditions, many have already corrected by 10% or
more over the last few weeks. Those companies may see inflows as a rotation trade in
the market occurs.

In other words, as is always the case, be careful "throwing the baby out with the
bathwater." Opportunities to acquire better-priced companies always exist, even during
a corrective process."
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The Week Ahead

Earnings from the largest technology companies will be a big focus this week. Verizon will kick off
earnings on Monday, followed by Visa, Tesla, Meta, Microsoft, Google, Amazon, and Exxon. Apple
and AMD will post earnings next week. There are a significant number of earnings announcements
from other large companies that we do not mention.

PCE prices on Friday will help us decipher if the hotter-than-expected CPI or relatively benign PPI
inflation data is accurate. The Fed prefers PCE, so we expect market volatility if PCE is above or
below expectations. Economists expect PCE and Core PCE to be 0.3%, which is in line with last
month's readings.

The Escalation Between Israel and Iran Sends Markets On A Rollercoaster To
Nowhere

Later Thursday night, it was reported that Israel bombed Iran near areas where they house its
nuclear capabilities. The market reaction was decidedly risk-off as traders assumed this action
would further escalate their ongoing conflict. As it turns out, cooler heads prevailed, and Iran
alluded that it would not retaliate. While nothing is off the table, the roller coaster ride in many asset
classes tells us the market fears of escalation evaporated by Friday morning. Consider the
following table showing the Thursday close, Friday open, and the maximum percentage gain or
loss at the peak of panic.

% Change %Change

Thursday Friday from Closeto from Closeto

Close Extreme Open Extreme Open
S&P 500 5,048 4,864 5,053 -1.66% 0.10%
Nasdaq 100 17,540 17,182 17,533 -2.04% -0.04%
VIX 17 20 17 13.82% -0.06%
30 Year UST Future 114.36 116.17 114.69 1.58% 0.29%
Gold 2,395 2,434 2,396 1.63% 0.04%
Crude Oil 82 86 82 4.13% -0.19%
USD Index 105.98 106.19 105.78 0.20% -0.19%
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Tweet of the Day

unusual whales £ @unusual whales - 12m
Office vacancies are at an all time high.

They rose to a record 19.8%, Moody's Analytics said, from 19.6% in the
fourth quarter of 2023.

Office Vacancy Rates Are at Their Highest on Record

Early data from 2024's first quarter will once again set a record

Bloomberg

?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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