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International Update: Summary

The USD remains the key driver for relative performance of International Developed (EAFE) and Emerging Market (EM) stocks versus the US (S&P 500)
Recent USD weakness has sparked a rally in non-US indices in October and November
Some of these rallies have resulted in improved trends in the short-term
*  The best short-term charts are India and (surprisingly!) Europe
*  China has seen the greatest % rebound, but this is more of a reflection of how oversold these indices were, with trends remaining weak
While some international markets have shown resilience in 2022: flat is the new up
* UK, Japan, and Europe have shown better relative performance in 2022 versus the US simply by trading relatively flat all year
But for all of the short-term rebound, the long-term trends remain persistently weak

*  There are some early signs of trend improvement, but there have been many false dawns in these indices over the years, with 12-15-year downtrends still in
place

How we interpret better short-term trends in the midst of weak long-term trends: the weak long-term trends suggests a lower probability that better performance
vs. the USin 2022 will continue into 2023; we look for a catalyst for this outperformance to continue

Cheap for a reason: EAFE trades at a 30% discount and EM at a 35% discount to the US, the widest since the Great Financial Crisis (GFC); but this cheap valuation
reflects that EAFE and EM have delivered NO earnings growth since the GFC (total EPS for the indices are still below their 2006/2007 peaks)

* Valuationis not a catalyst, these indices have been the ultimate value traps with discounts persisting; we need a catalyst (weaker USD, big investment cycle
from China) to go overweight

*  Though cheaper valuations have contributed to areas of better performance vs. the US in 2022; valuations simply had less room to fall compared to the US
Positioning:

*  Weremain underweight International Developed and Emerging indices relative to the US, but are watching the USD for a sustained breakdown that could
justify moving to neutral or overweight

*  We are watching early signs of improved trends in some regions of the world, such as Europe

*  We maintain a quality bias for our non-US exposure; we believe quality is an even more powerful driver of individual stock performance outside of US
markets



Can’t Get Away FFrom You:

The powertul impact of USD cycles on non-US
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Big USD Cycdles Have Big Implications on Non-US

DXY Curncy
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No Signsof Life Yet Long Term : Non-US Still in Distinct Downtrend

MSCI World Excluding United States Index vs. S&P 500
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The 14-year bear market in
relative performance for non-US
markets continues.

Cheap valuations are a trap
without support from a
sustained and pronounced
period of USD weakness.

Until there is a reversal of this
relative downtrend and distinct
breakdown in the USD to start a
period of weakening, non-US
overweights should not be
pursued, or at the least kept
small given these weak trends.



USD Technicals: Sharp Weakness in November, Not Quite Oversold

DXY US Dollar Index with Relative Strength Index
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Despite a sharp period of
weakness in November, the DXY
index hasn’t quite become
oversold yet.

The index is trading below its
200 day moving average (an
important level of support).
Trading in the coming days will
be an important indicator if this
break was a head fake or the
start of a new downtrend.

If a downtrend does emerge, it
could warrant a more
constructive view of non-US
markets vs. the US>



USD Technicals: Pull Back to Medium Term Trend

DXY US Dollar Index with Relative Strength Index
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On a medium term (weekly)
basis, the USD has pulled back
to trend (50 week moving
average), but is not oversold yet.



USD Positioning Still Relatively Long

U.S. Dollar (DXY) and CFTC Dollar positioning
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Futures positioning is a
contrarian driver for the USD.

When traders get very short, it
has preceded periods of USD
strength (like early 2021 when
many thought that the “twin
deficits” would lead to USD
weakness; they forget that
currencies are a relative game).

When trades get very long, it has
been a less powerful signal for
imminent USD weakness.
Instead, we interpret long
positioning to be a lack of an
upside driver for the USD.



Half a World Away:

Can the International Developed rally
continue?



International Developed has staged a powerful rally in 40022

MSCI International Developed Index (MXEA) Absolute (top) and Relative to S&P 500 (bottom)
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The International Developed
Index (EAFE) has rallied sharply
off its October lows, is now
trading above its 200 day
moving average, and has posted
better performance versus the
US S&P 500.



But EAFE has been in an unrelenting relative downtrend vs. the US for 15 years

MSCI International Developed Index (MXEA) Absolute (top) and Relative to S&P 500 (bottom)
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Dead money for over a decade.

The EAFE index has yet to
recover back to its 2007 highs.

The relative downtrend vs. the
US has been relentless. The
recent rally has not changed this
trend.

Further, the recent rally has
been a bounce from being
oversold, but has not changed
the longer term directionless
trend of the index.

Any overweight to EAFE should
be very cautiously given the
persistence of these longer term
weak trends.



The cheap get cheaper... EAFE has traded at a widening discount vs. S&P 500

Relative PE Ratio of EAFE Index vs. S&P 500
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Coming out of the GFC,
International Developed traded
in line with the US valuations
(1.0 on this chart).

As the US has dominated global
growth (both economic and
earnings) in the following cycle,
EAFE has traded at a widening
discount to the US.

This discount is now ~30%.

Though tempting, this is a value
trap without a catalyst, such as a
weaker USD (which would drive
capital flow into non-US markets
and potentially spur greater EPS
growth outside of the US
because of the higher
value/commodity exposure
compared to the US’s tech heavy
indices).



Cheap for a Reason: No Earnings Growth for EAFE Since Pre-GFC Peak

Earnings Per Share S&P 500 and EAFE International Developed
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Since the pre-GFC peak, the S&P
500 has seen earnings grow from
$100/sh to $220/sh in 2022
(+120%).

The EAFE index, by comparison,
has seen earnings stagnate since
its 2008 peak. EPS has declined
from $175in 2008 to just $157 (-
11%).

This explains the
outperformance of US vs. EAFE
in the past cycle. Itis notjust
the benefit of a very easy Fed
helping valuations, quite simply
non-US corporate earnings have
been abysmal since the GFC.



The More You Know: EAFE Index Constitution

SECTOR WEIGHTS
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COUNTRY WEIGHTS

3237

Japan 21.83% @ United Kingdom 15.57% @ France 11.84% @ Switzerland 10.23%

8.16%

10.23%

11.84%

15.57%

@ Germany 2.16% @ Other 32.37%

TOP 10 CONSTITUENTS

Country  Float Adj Mkt Index Sector

Cap Wt. (%)

(USD Billions)

NESTLE CH 331.92 232 Cons Staples
ASML HLDG NL 234.84 1.64 Info Tech
ROCHE HOLDING GENUSS CH 226.97 1.59 Health Care
SHELL GB 216.50 1.51 Energy
LVMH MOET HENNESSY FR 210.76 1.47 Cons Discr
ASTRAZENECA GB 206.04 1.44 Health Care
NOVO NORDISK B DK 202.58 1.42 Health Care
NOVARTIS CH 189.94 1.33 Health Care
BHP GROUP (AU) AU 154.32 1.08 Materials
TOTALENERGIES FR 153.96 1.08 Energy

Total 2127.83 14.89

EAFE has more of a Value tilt
compared to the S&P 500
(shown on the next slide).

Note the high weighting to
Financials and Industrials and
the small weighting to Tech (just
8.2% vs. 26% for the S&P 500).

This Value tilt is one reason for
EAFE underperformance (both
from weaker valuations and
from lower earnings growth).

INGIO)



The More You Know: S&P 500 Index Constitution

Sector Breakdown
SECTOR INDEX WEIGHT
® Information Technology 26.4%
® Health Care 15.2%
Financials 11.6%
“ ® Consumer Discretionary 10.4%
Industrials 6.4% Top 10 Constituents By Index Weight
CONSTITUENT SYMBOL SECTOR*
® Communication Services 7.5% Apple Inc. AAPL Information Technology
Microsoft Corp MSFT Information Technology
® Consumer Staples 7.0% Amazon.com Inc AMZN Consumer Discretionary
Alphabet Inc A GOOGL Communication Services
® Energy 51% Berkshire Hathaway B BRK.B Financials
AlphabetIncC GOOG Communication Services
Utilities 3.0% Tesla, Inc TSLA Consumer Discretionary
Unitedhealth Group Inc UNH Health Care
® Materials 2.7% Johnson & Johnson JNJ Health Care
Exxon Mobil Corp XOM Energy
® Real Estate 2.7% *Based on GICS® sectors

Source: S&P Global, as of 11/30/22



EAFE Valuevs. US Value, improving short term...

MSCI EAFE Value Index Absolute (top) and Relative to US Russell 1000 Value Index (bottom)
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To remove the style/sector bias
of EAFE vs. the US, we compare
EAFE Value to US Value.

Here we can see an improving
trend in the short term (trading
above its 200 day moving
average).



EAFE Valuevs. US Value, but weak long-term

MSCI EAFE Value Index Absolute (top) and Relative to US Russell 1000 Value Index (bottom)
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Despite the improvement short
term, the long-term trends for
EAFE Value remain resoundingly
weak on an absolute and
relative to US Value basis.

This means that Value to Value,
EAFE Value stocks (financials,
industrials, materials) can’t keep
pace with US Value.

This speaks to the persistence of
valuation discounts of non-US
companies vs. their US peers.



EAFE Growthvs. US Growth, but weak long term

MSCI EAFE Growth Index Absolute (top) and Relative to US Russell 1000 Growth Index (bottom)
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Similar to EAFE Value, EAFE
growth is seeing better trends
short term on an absolute basis
(trading above its 200 day
moving average) and relative
basis compared to US Growth.



EAFE Growth vs. US Growth, improving short term...

MSCI EAFE Growth Index Absolute (top) and Relative to US Russell 1000 Growth Index (bottom)

, 2009.1208

\ 1803.76

1000
=900
800

700

\,\“M

=2.50
= 2.00
= 1.50

= 1.00

@

2007

MXEADO0G Index (MSCI EAFE Growth Index) EAFE Growth vs.US glt Weekly 08AUG2006-06DEC2022

2008 | 2009

2010

2011

2012

2013

2014 ‘ 2015

2016 ‘ 2017

2018 ‘ 2019

2020

2021

Copyrightg 2022 Bloomberg Finance L.P.

2022

06-Dec-2022 09:47:28

Similar to EAFE Value, EAFE
growth trends remain very weak
on the long-term.



Lower Valuations Buftered Non-US Performance in 2022

PE Ratios S&P 500, International Developed, Emerging Markets
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As of:12/5/22

Though valuations are not a
catalyst for better forward
returns, the starting point of
lower valuations in EAFE and EM
has helped buffer performance
in these markets in 2022.

EAFE and EM valuations simply
had less room to fall vs. the US
(the bulk of 2022’s US equity
weakness has come from lower
PE multiples driven by the sharp
rise in interest rates as the Fed
tightened policy in the US).



Stuck in the Mud:
Another lost decade for Emerging Markets?



EM Has Rallied Right Up to Resistance, Can it Break Through?

Emerging Market Index (MXEF) Absolute (top) and Relative to S&P 500 (bottom)
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Unlike EAFE, which has rallied
above its 200 day, EM remains
below its 200 day moving
average and appears to remain
in a downtrend on a relative and
absolute basis.

EM has outperformed the US
coming off of the October lows,
helped by the weaker USD, but
this outperformance has not
been enough to change the
trend.



EM Has Been in an Unrelenting Downtrend vs. the US for 15 Years

Emerging Market Index (MXEF) Absolute (top) and Relative to S&P 500 (bottom)
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Just like EAFE, EM has been
dead money for over a decade.

EM has yet to recover its 2007
peak.

This long term relative
downtrend vs. the US has been
powerful and shows no signs of
stopping at this time.

We remain cautious moving to
meaningful EM overweight's
until this downtrend shows signs
of turning.



The cheap get cheaper... EM has traded at a widening discount vs. S&EP 500

Relative PE Ratio of EM Index vs. S&P 500
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Coming out of the GFC, EM
traded at a slight discount to the
US (all valuations were
depressed)

As the US has dominated global
growth (both economic and
earnings) in the following cycle,
EAFE has traded at a widening
discount to the US.

This discount is now ~35%.

Though tempting, this is a value
trap without a catalyst, such as a
weaker USD (which would drive
capital flow into non-US markets
and potentially spur greater EPS
growth outside of the US
because of the higher
value/commodity exposure
compared to the US’s tech heavy
indices).



Cheap for a Reason: No Earnings Growth for EM Since Pre-GFC Peak

Earnings Per Share S&P 500 and Emerging Markets
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Since the pre-GFC peak, the S&P
500 has seen earnings grow from
$100/sh to $220/sh in 2022
(+120%).

The EM index, by comparison,
has seen earnings stagnate since
its 2006 peak (earnings peaked
for EM before EAFE likely
because of the heavy
commodity exposure while EAFE
benefitted from a couple more
years of financial EPS growth pre
GFC). EPS has declined from
$155in 2006 to just $84 (-45%).

This is why EM has
underperformed the US so

Source: NewEdge Wealth, Macrobond, Bloomberg Spectacu[a rly



The More You Know: EM Index Constitution

Note the high weighting to

SECTOR WEIGHTS COUNTRY WEIGHTS . . . .
Financials in the EM index.
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TAIWAN SEMICONDUCTOR MFG TW 390.56 6.13 Info Tech Chlna S Weak markets have been

TENCENT HOLDINGS LI (CN) CN 229.88 3.61 Comm Srvcs

SAMSUNG ELECTRONICS CO KR 22524 3.53 Info Tech the key Source Of EM Weakness'

ALIBABA GRP HLDG (HK) CN 155.40 2.44 Cons Discr

RELIANCE INDUSTRIES IN 102.11 1.60 Energy

MEITUAN B CN 92.31 1.45 Cons Discr

INFOSYS IN 67.58 1.06 Info Tech

VALE ON BR 65.18 1.02 Materials

JD.COM (HK) CN 60.45 0.95 Cons Discr

ICICI BANK IN 60.20 0.94 Financials

Total 1,448.9 2273

Source: MSCI, as of 11/30/22

EGIO)



EPCOT:
Quick Tour of Country Indices



EUROPE: Detying Gravity

Europe Stoxx 50 Absolute (top) and Relative to S&P 500 (bottom) For all of the worries about
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EUROPE: Longer term not as compelling

Europe Stoxx 50 Absolute (top) and Relative to S&P 500 (bottom)
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Longer term, there is not much
of a trend change. There are
possibly early signs of a relative
bottom, but for the past 15
years, there have been many
false dawns.

The Euro Stoxx 50 remains
barely above its 2007 high.



UK: whatcrisis? surprising Resilience Y'TD

UK FTSE 100 (top) and Relative to S&P 500 (bottom)
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Despite all of the headlines and
economic worries, the UK’s FTSE
100 has been surprisingly
resilient YTD, leading to its
outperformance vs. the US in
2022.



UK: Surprising Resilience Y'TD

UK FTSE 100 (top) and Relative to S&P 500 (bottom) The longer term relative trend
looks to be making some early
signs of improving, but itis too
soon to call it a trend change.
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JAPAN: Flatis the New Up

Japan TOPIX Absolute (top) and Relative to S&P 500 (bottom)
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In a war of attrition in 2022,
Japan has outperformed the US
simply by being relatively flat all
year.

Note Japan’s Bank of Japan
(BOJ) remains highly
accommodative compared to
the rest of the world, pursuing
yield curve control for the 10
year JGB.



JAPAN: Relative trend improving? Maybe too soon

Japan TOPIX Absolute (top) and Relative to S&P 500 (bottom)
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Japan’s flattish equity
performance YTD isn’t exciting,
but relative to a weak rest of
world, the country’s index has
performed well.

It is too soon to call a major
trend change for Japan vs. the
Us.



CE

A:bouncingoft oversold, but very weak trend

China Hang Seng Index Absolute (top) and Relative to S&P 500 (bottom)
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The sell-off post China’s Party
Congress meeting set the stage
for a sharp and powerful
rebound in shares.

The index remainsin a
downtrend both on a relative
and absolute basis.



CHINA: what a downtrend

China Hang Seng Index Absolute (top) and Relative to S&P 500 (bottom) The long-term relative trend in

China remains resoundingly
weak.
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CHINA: China Internet rebounding above 200 day

China Internet ETF (KWEB) Absolute (top) and Relative to S&P 500 (bottom) The recent rebound in sentiment
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CHINA: Butjustan oversold rebound, still weak trend

China Internet ETF (KWEB) Absolute (top) and Relative to S&P 500 (bottom)
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Chinese internet stocks have
been ground zero for policy
uncertainty.

The recent bounce has been
impressive, but is just correcting
an oversold condition. The
downtrend has not turned yet,
but a bottom could be forming
(too soon to tell).



BRAZIL: Flatis thenew up

Brazil Ibovespa Index Absolute (top) and Relative to S&P 500 (bottom)
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Brazilian equities have been
relatively resilientin 2022 on the
back of a central bank that was
early to its tightening cycle and a
peak in inflation (creating hopes
for interest rate cuts).

Post the recent presidential
election, Brazil’s equity
outperformance has given back
a good portion of its 2022
relative outperformance.
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: Oneof the Better Looking EM’s, but Longer "T'erm Trend Still Weak

Brazil Ibovespa Index Absolute (top) and Relative to S&P 500 (bottom)

Brazilian markets performed
surprisingly well from 2016-2019
on the back of improving
commodity prices and optimism
about government
reform/governance.

Since the pandemic, Brazilian
markets have lagged the US.



KOREA: oneof the weaker trends

Korea KOSPI Index (top) and Relative to S&P 500 (bottom)

2000

1000

900

1.60

1.40

1.20

1.00

WEVAeN

0.80

2

2009 2010 2011 2012 2013 2014 2015 2016 2017
KOSPI Index (Korea Stock Exchange KOSPI Index) Korea abs rel It Weekly 02AUG2008-06DEC2022

2018 ‘ 2019

2020 2021

Copyrightg 2022 Bloomberg Finance L.P.

2022

06-Dec-2022 09:47:37

Korea experienced a brief
bubble/melt-up in late 2020,
early 2021 (they were bigin
ARKK calling Wood a “money
tree”).

These strong markets have
completely unwound and trends
remain resoundingly weak.



KOREA: weak absolute and relative

Korea KOSPI Index (top) and Relative to S&P 500 (bottom)
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Korea’s stock exchange (tech
heavy, export heavy) has been
weak all of 2023,
underperforming the US and
many other global indices.



KOREA: oneof the weaker trends

Korea KOSPI Index (top) and Relative to S&P 500 (bottom)
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Korea experienced a brief
bubble/melt-up in late 2020,
early 2021 (they were bigin
ARKK calling Cathie Wood a
“money tree”).

These strong markets have
completely unwound and trends
remain resoundingly weak.



INDIA: oneof the best EM indices

India NIFTY Index (top) and Relative to S&P 500 (bottom)
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India has been one of the best
global markets in 2022.

Note that India’s market is also
relatively expensive (trading at
22x earnings), above its pre-
pandemic peak, but below its
post-pandemic high of 28x.



INDIA: oneof the few uptrends!

India NIFTY Index (top) and Relative to S&P 500 (bottom) Unlike most other emerging
market charts, India has actually

been in an uptrend on an
absolute basis since the GFC.

India’s returns have not kept
pace with the US (hence the
relative underperformance), but
have since accelerated in 2022,
with a period of sharp
outperformance vs. the US.
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TAIWAN: weak absolute and relative

Taiwan Stock Exchange Index (top) and Relative to S&P 500 (bottom) Taiwan’s stock exchange
remains weak on an absolute
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TAIWAN: weak absolute and relative

Taiwan Stock Exchange Index (top) and Relative to S&P 500 (bottom)
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Taiwan’s relative and absolute
performance remains lackluster.
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