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2022, Year of the Bear...
What is The Market's Next Act?



NDR Economic Timing Model (Current Version) -- Mode Basis Monthly Data 1945-01-31 to 2022-10-31

— Index of Coincident Economic Indicators
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MNDR Economic Timing Model (Current Version) (2022-10-31 = -4.00)
Strong Growth
Economic '
Moderate Growth
S AW Ty R L R Y P N L | | e . 4 10
k Slow Growth
weaKness W wr W et Wl VT MidRecession " I T 1°
Q d t "™ T "R TTTTTTTT™™WTCTCT™MYTSCTCTTTW WM T TTTTWTT T TTTTTTH Moderate Recession | 1-10
eviaen Wl falaieh Gubl gl faleheeiehieiehd bk gt i [iahiehebh thieiebnibiebiel et Sirong Recession ~ | .20
Source: Ned ﬂaw;s .‘?‘asle.?rch, Ifnr:.

LI I LI LI | I I ] I I 1
17465 1970 1975 1980 1985 1770 1995 2000 2005 2010 2015 2020

Caoincident Index Performance
Full History: 1948-01-31 to 2022-10-31

Economic Timing % Gain/ % of

Meodel Indicates Annum Time
Strong Recession -7.947 123
Shaded areas represent National Moderate Recession -4.08 488
Bureau of Economic Research recessions Mild Recession -2.91 884
Slow Growth 216 B12
Moderate Growth 292 18.51
Strong Growth 4,19 5842

Buy/Hold = 2.56% Gain/Annum

" Cases less than one year are ot annualized
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Recession Watch Report
ECON_20.RPT

Recession Lead Times

Indicator Reading

MDR Recession Probability Model

Are we in a
recession?

National Financial Conditions Index’

Initial Claims for Unemployment Insurance (4-wk .ﬂwg}i

Conference Board's Consumer Confidence Index

ISM Manufacturing PMI

1S Services PMI
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L. Monthly 1/31/7999 - J0/3172022 (Log Scale)
New, Existing, and Total Home Sales
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But labor market
still ‘tight’

Job Openings and Labor Turnover |l

Monthly {273 L2006 - 973072022

In Thousands
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. Maonthly 6/30/1955 - 10/31/2022
Consumer Price Index (Year-to-Year Change)
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Dow Jones Industrial Average vs. Inflation Timing Model Monthly Data 1962-01-31 to 2022-10-31
— Dow Jones Industrial Average (2022-10-31 = 32,732.95)
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Source: Bloomberg Finance L.P.

Consumer Price Index (Annual Rate-of-Change) (2022-10-31 = 7.7%)

Signs of falling i l.

i n fI a t i 0 n Source: Bureau of Labor Statistics
Inflation Timing Model (2022-10-31 = -46.00)

High Inflationary Pressures
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DA Performance

Full History: 19462-01-31 to 2022-10-31

% Gain/ | % of

Inflation Timing Model 1s | Annum | Time

Above 10.5 -3.26 | 23.19

0.0-105 532 | 3277

Below 0.0 13.04 | 4404

Buy/Hold = 6.53% GainsAnnum
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Policy Rate Expectations Using OIS Curve Daily Data 2007-01-03 to 2022-11-23

— U.S. Dollar 1-Month Overnight Indexed Swap (OIS) (2022-11-23 = 4.08%)
LS. Dollar 1-Year 1-Month OIS Forward Swap (2022-11-23 = 4.42%)

== U.S. Dollar 2-¥ear 1-Month OIS Forward Swap (2022-11-23 = 3.21%)

= J.5. Dollar 3-¥ear 1-Month OIS Forward Swap (2022-11-23 = 2.98%)
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S&P 500 Index vs Standard Deviation Bands and Stochastics Daily Data 2020-11-18 to 2022-11-23

— S&P 500 Index (2022-11-23 = 4,027.24)

21-Day Smoothing of S&P 500 Close (2022-11-23 = 3,888.11)
- - 1.9 Standard Deviations Below Smoothing (2022-11-23 = 3,707.04)
- - 1.9 Standard Deviations Above Smoothing (2022-11-23 = 4,069.18)
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S&P 500 With Three-Day Price Thrust Indicator Daily Data 1970-01-02 10 2022-11-23 (Log Scale)
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S&P 500 Index vs. Big Mo Multi-Cap Tape Composite -- Signal Basis Weekly Data 1979-12-07 to 2022-11-18
—S&P 500 Index (2022-11-18 = 3,965.34)

6.310F 1l 46,310
3,981+ 13,981
2.512F 12,512
1,585F 411,585
398F 4 398
251 1 251
158+ 1 158
1:2- [T T Source: SE&P Dow Jones Indices ] 1:2
Big Mo Multi-Cap Tape Composite (2022-11-18 = 63.98)
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Buy signals are generated
when the Composite crosses

abowve 56.5 and sell {or switch) Strategy Performance Strategy Performance
signals occur when the Long/Short: 1979-12-07 to 2022-11-18 Long Only: 1979-12-07 to 2022-11-18
Composite crosses below 45.5. % Gain/ % % Gain/ | Trades/ | % of % Gain/ % % Gain/ | Trades/ | % of
Signals | Annum | Profitable | Trade | Annum | Time Signals | Annum | Profitable | Trade | Annum | Time
Buy = Long S&P 500 All 149 730 | 237 09 | 1000 All 134 B92 | 218 09 |1000
Neuf'::l': E:;?;Tiil:sigﬂsms Buy 152 789 | 401 | 04 | 820 Buy 152 789 | 401 | 04 | 820
Down Arrows = Sell in Lang/Shart Sell 13.4 66.7 6.3 04 18.0 MNeutral 55 100.0 24 04 18.0
or Neutral in Long Only Buy/Haold B8 - Buy/Haold B8 -
Last Signal: Buy (2022-10-28 = 3901.06) Last Signal- Buy (2022-10-28 = 3901.05)
Arrows in bottom clip show peaks in Big Mo during
MDR-defined bull markets. All precede market peaks.
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Maximum Rallies in Global Stocks vs. Rally Watch Indicators Daily Data 1981-07-02 to 2022-11-23
— Global Stock Price Index™® (2022-11-23 = 2,313.44)
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** Bullish Signal Expires on 2023-11-15 or
After a 5% Correction from the Signal Date,
Whichever Occurs First.
Bullish signals (vertical dashed lines) = % Bullish Total | Valid Cases Signal Median | Median Rally Length | Median Length to Rally
Indicators first crosses above 50. Cases | (3% Rally) | Accuracy (%) | Rally (Calendar Days) (Calendar Days)
Repeat signals screened for 12 months. 21 17 81.0 21.4 335 8
After screening period the % bullish must reverse above
the bracket from below to trigger a new signal.
Shaded periods = max rallies > 3% during the 12 months following signals
(signal dates followed by corrections of 5% or more excluded)
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100 % Of Stocks Above MAs (5 to 252) - Profile For 11/23/2022 100
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Monthly I/31A1973 - JO/3172022 (Log Scale)
Purchasing Power Parity of the U.S. Dollar Index
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Weekly Data 1988-02-26 to 2022-11-18 (Log Scale)
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63 — ACWI x US (US3) / S&P 500 Relative Strength 63
50 L 'L Profitable Trades: 73.1% 1 50
a0 L Gain/Annum: 6.5% 1 an
1 |1 Buy/Hold Gain/Annum:  -4.9% 13
25 L + 25
20 | - 20
16 | -4 16
13 k 4 13
10 k 4 10
g L 4 8
6 L T 4 b
4 L Source: MSCI, NDR Multi-Cap Institutional (Universe). S&P Capital 10 and MSCI, Inc. (GICS), 5&P Dow Jones Indices 4 4
Plenty of
0 - 4 30
°
opportunity for 1™
y 10 L 4 10
International oF- WA R A 0 T A W DA A L
0 R < -10
outperformance ol 1o
p 2o L 4 -30
A0 L - -40
Bearish 2022 11 18=3. H
1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2006 2018 2020 2022
Buy signals are generated Strategy Performance
when the Composite crosses Long/Short:  1988-02-26 to 2022-11-18 Strategy Performance
above 5 and sell {or switch) % Galn/ % % Galn/ | Tradess o% of Long Only:  1988-02-26 to 2022-11-18
signals occur when the SIgnals | pnnum | Profitable | Trade | Annum | Time Signals | = Gain/ % % Gain/ | Trades/ | %of
Compaosite crosses below 4. Al BE 1 Ton o7 1000 9 Annum | Profitable [ Trade | Annum Tima
Buy = Long RS Line Buy 17 538 51 04 ETR Al 2 769 52 a7 | 1000
Sell = Short RS Sl 83 w23 | 119 0 229 Buy a7 538 5.1 04 a1
Neutral = Long Treasury Bills Neutral 30 1000 53 04 829
Down Arrows = Sell in Lang/Short BuyHold) 49 —_ _ — _ BoviHod| 48
or Neutral In Long Only Last Signal: Sall {(2022-06-12 = 4.78) y
Last Signal: Meutral (2022-08-12 = 1756.53)
BROWHNA2 © Copyright 2022 NDR, Inc. Further distribution prohibited without prior permission.

All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html
For data vendor disclalimers refer to wwwondr.comdvendorinfol

FI NANCI AL



http://www.ndr.com/copyright.html
http://www.ndr.com/vendorinfo/

NDR Bond Enhancement Model - Signal Basis Laily Data 2017-11-30 to 2022-11-29
—— Barclays Long-Term Treasury Bond Price Index (2022-11-29 = 78.12)
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Anatomy of Bitcoin "Bubble Bursts" (75%-plus declines)
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S&P 500 Following 18% Declines: Recession vs. No Recession
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Jay Powell and the Three Bears

Scenario Odds

Short Description

Market Direction

What to Watch

Inflation lingers, Fed
continues to tighten

Bear resumes in Q4%

Alternative inflation

Too Hot 15% aggressively, recession 2022 metrics, geopolitics,
starts late 2022/early labor market
2023
Inflation moderates, Inflation expectations,
Too Cold =59, Fed slows pace, Rally in Q4, then bear  vyield curve,

economy falls into
recession in 2023

resumes in 2023

commodity prices,
Growth/Value

Just Right 30%

Fed pivots correctly,
avoids recession

Bear close to over

Investor sentiment,
breadth thrusts,
intermediate-term
breadth confirmation
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Positioning U:S.
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International
Credit
Duration (o)
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Please see important disclosures, chart explanations,

summary and commentary at the end of this report.

No strategy assures success or protects against loss.




Bottom Line

* Economic indicators continue to weaken, yet jobs remain strong

* Two quarters of negative GDP growth already occurred in US and growth has
resumed...for now

* Signs that inflation has peaked causing Fed expectations to tamper down
* Our 4-step bottoming process suggests that a bottom could be in...
* Bonds and International equities on watch for upgrade

* The odds of a “Just Right” scenario have increased, but still not most likely
scenario

* BWM is currently overweight equities watching economic and momentum
indicators for the next allocation adjustment

S WM
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Slide 2 — this chart shows the performance of the economy (measured by the Index of Coincident Economic Indicators, top clip) and the latest
version of NDR’s Economic Timing Model (bottom clip), along with its hypothetical performance. The NDR Economic Timing Model consists of 27
different economic indicators that monitor a different sector of the economy. The individual indicators are combined to produce an indication on the
direction of the economy. Currently the model indicates mild recession.

Slide 3 — This chart shows NDR’s Recession Probability Model which uses 10 underlying economic indicators to predict a recession. Historically, a
reading above 50% has indicated either a recession or a significant slowdown in growth. There are currently 4 out of 10 indicators showing
recessionary readings.

Slide 4 — this chart shows new, existing, and total home sales in the top clip and the year-to-year change for new, existing and total home sales in the
bottom clip. The chart currently shows that sales have declined sharply over the last year.

Slide 5 — This chart plots Job Openings in the top clip, Hires in the middle clip, and Total Separations in the bottom clip based on the Job Openings
and Labor Turnover Survey, a monthly survey of private nonfarm establishments and local government entities.

Slide 6 — This chart shows the Real Gross Domestic Product of the United States. The Top clip plots the yearly GDP for the US in billions of dollars.
The middle clip plots the annualized quarterly change and the bottom clip plots the year-to-year change.

Slide 7 — this chart shows the 12-month rate of change of the Consumer Price Index (top clip) and ISM Supplier Deliveries Index with a 114-period
moving standard deviation (bottom clip). This chart measures inflationary pressures by monitoring the volume o f deliveries that are delayed and on-
time.

Slide 8 — this chart shows the Dow Jones Industrial Average in the top clip, CPl in the middle clip, and NDR’s Inflation Timing Model in the bottom
clip. The model consists of 22 individual indicators primarily measuring various rates of change of such indicators as commodity prices, the
Consumer Price Index (CPI), producer prices, and industrial production. The model currently suggest low inflationary pressure.

Slide 9 — This chart uses overnight interest rate swaps to gauge the market’s expectation of Federal Reserve policy rates. The top clip plots the 1
month OIS with the 1, 2, and 3 year forward swap rates. The bottom clip plots the difference between OIS 1-year and current swaps, 2-year and 1-
year swaps, and 3-year and 2-year swaps, with positive values indicating expectations the Fed will raise rates and negative values indicating
expectations the Fed will cut rates.

Slide 10 — This chart plots the S&P 500 in the top clip along with the 21-day moving average, and 1.9 standard deviations below and above that
moving average. The bottom clip shows the 14-day stochastics, a measurement of whether stocks are closing near the top or bottom of their price
range. A stochastic level below the dashed line may indicate that a market is oversold.

Slide 11 — This chart identifies when a three-day thrust occurs. As stated on the chart, a thrust occurs when the S&P 500 Index rises at least 1.5%
each day for three straight days. Historically, each thrust has led to the market being profitable one year later. A thrust indicates an unusual demand
for stocks, which has been a very good indicator that the market will be profitable up to a year later. Breadth thrusts of this magnitude are rare
events; however, they are such reliable indicators that it is worth taking notice of when one does happen and acting on it.

Slide 12 — The top clip of this chart plots the S&P 500 index and the bottom clip plots the NDR Big Mo Multi-Cap Tape Composite Model, an
aggregate of over 100 component indicators that generates a reading between 0% and 100%, reflecting the percentage of the component indicators
which are currently giving bullish signals for the S&P 500 Index. The indicator is currently bullish.
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Slide 13 — This chart shows the largest rallies in global stocks following bullish Rally Watch indicator readings of 55% or higher. The top clip plots a
blended benchmark of global stocks (MSCI World Index price returns prior to 1988 and MSCI ACWI price returns thereafter), while the bottom clip
plots the aggregate percentage of bullish indicators from NDR’s Rally Watch Report. The current percentage of bullish indicators is 50%.

Slide 14 — This chart shows the percentage of stocks in a given index that are above their various moving averages from 5 days to 252 days for the
latest available market date. This aids in comparing the shorter-term versus intermediate- and longer-term market breadth for a given index, as well
as comparing different indexes.

Slide 15 — this chart plots the Purchasing Power Parity (PPP), an estimate of the fair value of the US Dollar based on historical and current inflation
and exchange rates, and the US Dollar Index, a measure of the actual value of the dollar based on exchange rate against six currencies. A current
rate that is 10% above or below the PPP rate suggests the dollar is over/under-valued.

Slide 16 — This chart compares the momentum of international equities to the momentum of U.S. equities. When the momentum of U.S. equities is
stronger than international equities, the indicator will have a negative reading. When the internals of international equities is more favorable than
U.S equities, there will be a positive reading. International investing involves special risks such as currency fluctuation and political instability and
may not be suitable for all investors.

Slide 17 — this chart shows NDR’s Bond Enhancement model, a composite of underlying indicators that measure trend, sentiment, and fundamentals
of the bond market. When the composite reading crosses above 74.4 it generate a buy signal, and when the reading crosses below 45.6 it generates
a sell signal.

Slide 18 — this table lists four incidents when Bitcoin has declined in value by more than 75% and lists various statistics for each event.

Slide 19 — this chart shows an average of the S&P 500 in the 6 months before and 12 months after a decline of 18% or more. The blue line represents
an average of the S&P 500 during periods associated with recession and the black line represents periods not associated with recession

Slide 20 — this table shows three potential economic and market scenarios that could develop over the coming months and NDR’s approximation of
the probability of each scenario.

Slide 21 — we are currently overweight stocks, underweight bonds, and overweight cash. Within the equity allocation, we are marketweight US, large
cap, mid/small cap, and international. Within fixed income, we are marketweight credit and have a focus on owning bonds with shorter duration.



Investment advice offered through Stratos Wealth Partners, Ltd., a Registered Investment Advisor DBA BWM
Financial.

The economic forecasts set forth in the presentation may not develop as predicted and there can be no

guarantee that strategies promoted will be successful. All performance referenced is historical and there is
no guarantee of future results. All indices are unmanaged ad may not be invested into directly. Unmanaged
index returns do not reflect fees, expenses, or sales charges. Index performance is not indicative of the
performance of any investment. Past performance is no guarantee of future results.
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Questions?

To Unmute Line: Click microphone button on screen
or press *6 on phone. Please re-mute after by clicking microphone
again/pressing *6

Please follow BWM Financial on LinkedIn and Facebook for real-time updates on future events, in-house
written content, and other shares!
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