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Taritf whiplash

Leadership in April played out in two
distinct phases. From the April 3 tariff
announcement through April 21, defensive
sectors took the lead as investors sought
safety amid rising uncertainty and volatility.
In the latter part of the month, momentum
shifted, and cyclical sectors led as stocks
rallied and risk appetite returned.

The net result was a modest 0.8% decline

in the S&P 500, with five sectors posting
gains while six finished the month in the red.
April marked the third consecutive month in
which the S&P 500 registered a loss.
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Leadership reversal

Energy was the best performer in Q1 and
was the hardest hit from the Liberation Day
tariff announcements that reduced growth
expectations for the year and reignited
recession concerns. The sector finished
down almost 14% during the month, erasing
all the sector’s Q1 gains and more. Energy
is now down 6% year to date, third worst
among all sectors.

Technology, which was the second worst
performer in Q1, rose 16% in April and
finished as the top performing sector. We

Tech on top, Energy worst in April
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CURRENT RECOMMENDATIONS

Sector Position Recommended  Benchmark
Consumer o o
Staples [ ] 10% 65%
Utilities [ ) 4% 23%
Communication . o
Services ® % 92%
Consumer o o
Discretionary ® 10% 106%
Energy o 3% 37%
Financials ( ] 12% 126%
Health Care ( ] 12% 121%
Industrials [ ] 9% 85%
Technology [ ) 29% 301%
Materials 1% 23%
Real Estate 1% 23%
@ Overweight @ Marketweight Underweight

have shown that while Technology rallies
following weak Q1s have been common, they
have also tended to be fleeting.

Q1 earnings

With 70% of S&P 500 companies reporting,
the index’s 75% beat rate marks a modest
improvement over Q4. Communication
Services, Technology (chart, page 2), and
Health Care have had the best starts to
earnings season, while the beat rates for
Utilities, Consumer Discretionary, and
Energy have been the worst.

Notably, all Mag 7 companies outside of
Tesla that have reported beat on bottom
line estimates. In recent weeks, full-year
2025 ESP growth estimates were revised up
the most for Alphabet and Meta, while Tesla
has seen the steepest downward revisions.
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Model update

The sector model made three

end update: Utilities was downgraded
from overweight to marketweight,

recommendation changes at its month- while both Energy and Technology were

Technology has the highest Q1 earnings beat rate

.
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downgraded from marketweight to
underweight. Expect us to move closer to
the model's positioning in the coming weeks.
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Financials has proven resilient despite tariffs

.
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Sector Relative Strength vs S&P 500 Index | Daily Data 2023-05-08 to 2025-05-06
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Real Estate, Utilities, and Staples went on golden cross signals in April

.
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Sector Relative Strength vs S&P 500 Index Il Daily Data 2023-05-08 to 2025-05-06
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Energy was hit hard by tariff announcements
Sector Relative Strength vs S&P 500 Index Il Daily Data 2023-05-08 to 2025-05-06
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April 2025 S&P 500 Sector Return Heat Map
Information Technology Financlals

Financial Services

Technology Hardware &

Equipment
Semiconductors & Semiconductor Equipment
Banks
Health Care Communicatlon Services Industrials
Capital Goods
Pharmaceuticals, Biotechnology & | Health Care Equipment & Media & Entertainment
Life Sciences Services
. Commercial &
Transportation Professional Services
Telecommunication Services
Consumer D'“:mm ¥ Consumer Staples Real Estate
Consumer Services Food, Beverage & Tobacco Equity Real Estate
Investment Trusts (REITs)
Consumer Discretionary Distribution Sy s s—
& Retail
Utilities Materials
Household &
Personal
Products Utilities Materials

Box sizes represent market-cap of sectors and industry groups. Color intensity reflects magnitude of return.
Sources: S&P Dow Jones Indices, Ned Davis Research.
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Utilities has started to look more expensive

J Sector H Excess |

.
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EBIT/

Enterprise Dividend Book
Sector Value Yield Yield
Energy, 7.83 3.45 57.42
Materials 5.70 2.35 42.69
Industrials 4.83 1.43 17.13
Consumer Discretionary 6.55 1.22 13.26
Consumer Staples 6.48 3.1 22.05
Health Care 5.24 0.64 25.97
Financials 9.28 1.70 48.26
Information Technology 3.58 0.58 13.82
Communication Services 8.12 0.97 32.08
Utilities 4.47 3.27 47.36
Real Estate 2.80 3.95 37.82

o [l : Cheap

o [ : Expensive

Earnings Sales Forward
Yield Yield Earnings Yield
6.82 49.43 7.04
5.09 48.17 5.67
4.78 62.10 6.02
3.79 30.68 6.68
6.53 49.63 7.83
3.18 18.82 4.76
4.50 60.52 5.89
4.68 34.53 5.39
2.73 11.69 2.59

* Asector is identified as cheap/expensive when the sector valuation spread (valuation yield - S&P 500 ex-sector valuation yield) crosses below/above its

five-year average spread.

The best measure, based on historical spreads, for each sector is Energy (EBIT/EV), Materials (Dividend Yield), Industrials (Dividend Yield), Consumer

Discretionary (Sales Yield), Consumer Staples (Cyclically Adjusted Earnings Yield), Health Care (Cyclically Adjusted Earnings Yield), Financials
(Dividend Yield), Information Technology (Earnings Yield), Communication Services (Sales Yield), and Utilities (Cyclically Adjusted Earnings Yield).

Real Estate excluded due to lack of history.
Source: Ned Davis Research calculations using Compustat data.

Excess CAPE Yield Model remains unchanged

Excess CAPE Yield Sector Strategy vs. S&P 500

Monthly Data 1993-01-31 to 2025-04-30 (Log Scale)
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Communication Services: Marketweight effective 11/24,/2/4

Indicators to watch: From a sector model Despite the composite score drop, the
Key Takeaways perspective, indicator evidence deteriorated sector finished the month with the second-
slightly in April. While a drop in the sector’s highest overall composite score. However,
L . volatility was enough to turn the sector’s the model remains marketweight, matching
Communication Services was the ) T ) ]
. . . Relative Volatility indicator from bearish our recommendation on the sector.
third-best performing sector in
April.. to neutral, both the Relative Overbought/

Oversold and Earnings Revisions Breadth

Q1 earnings season is off to a good indicators turned from bullish to neutral.
start for the sector.

The sector saw slight model
deterioration but remains
marketweight. « Sector’s relative Volume Supply/Demand e Capex surge from mega-caps represent a
indicator remains bullish risk if market turns lower
e Telecom Services industries were among ¢ EPS growth from Meta and Alphabet is
the top performers in Q1 decelerating in 2025
» Mag 7 relative valuations looks attractive e Tariffs uncertainty has hit tech names
versus long-term averages hard
After falling 84% in March, Communication
Services performed better in April, rising

06% versus a decline of 08% for the S&P Jump in Meta and Alphabet 2025 EPS growth estimates

. Daily Data 2024-12-31 to 2025-05-05
500. Netflix's 21% surge and Alphabet's 100 _MAG 7 EPS Growth Estimates for 2025 oo
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candidate if we shift more cyclical. However, zi: r ] :i:
we remain more defensive for now and 400 | 1 400
. . . 375 L 4375
maintain our marketweight on the sector. 350 L 1350
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Consumer Discretionary: Marketweight effective 2/13/25

Key Takeaways

« Consumer Discretionary was the
worst performer in Q1 but was a
slight outperformer in April.

« The sector’s mega-caps have been
the biggest drags on the sector.

» The model remains marketweight,
matching our recommendation on
the sector.

Consumer Discretionary was a slight
outperformer in April, finishing the month
down 0.3% versus a decline of 0.8% for the
S&P 500. While the sector struggled during
most of the month, it eventually found its
footing and outperformed by almost 1000
basis points from April 21 through the end
of the month. We remain marketweight the
sector while the market continues to work
through its bottoming process.

Key drivers: The high levels of market
concentration rarely proved a problem

for stocks since the cyclical bull began in
September 2022. The largest companies
have often been leaders of the bull market,
driving concentration to record highs.
However, the risk of a highly concentrated
market has been on full display this year.
The largest 10 stocks peaked at 39% of S&P
500 market cap in January. The pullback
this year has been mega-cap driven, with
the cap-weighted Mag 7 Index down 9.7%
on the year. While the S&P 500 has fallen

Please see important disclosures at the end of this report

almost 4.0% during the year, the S&P 500
ex-Mag 7 has seen a gain of 0.3%. Mag 7

Discretionary saw the second most

composite score improvement in April.
weights at the sector level are much greater, Despite the improvement, the model
making it nearly impossible for Growth remains marketweight, matching our
sectors to perform well when the mega-caps recommendation on the sector.

are in downtrends.

Indicators to watch: Consumer

Sector positives Sector negatives

 Relative valuations look reasonable e Volume Supply/Demand indicator is

¢ NASDAQ sentiment has fallen out of bearish

extreme optimism » Uncertain trade policy bearish for

+ Homebuilders P/B reached extreme durables and textile industries

oversold levels » The sector’s second-largest company

Tesla has struggled in 2025

Mag 7 bounced back after post-Liberation Day low

S&P 500 Index vs MAG 7 (Cap-Weighted) Daily Data 2024-12-31 to 2025-05-05
——MAG 7 (2025-05-05 = 90.34)
- - S&P 500 Index (2025-05-05 = 96.07)
- - S&P 493 Index (S&P 500 ex MAG 7)(2025-05-05 = 100.28)
Clip Notes: All lines = 100 on 2024-12-31
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Ticker Name
META |Meta (Facebook) .
AMZN Amazoncom Gain/Annum % YTD %
e Index (Cap-Weighted) 2024-12-31 to 2025-05-05 | 2024-12-31 to 2025-05-05
— fOTO MAG 7 25,66 9.66
o= Zp:t S&P 500 Index 11.05 393
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NVDA Nvidia
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Consumer Staples: Overweight effective 4./8/25

Indicators to watch: Of course, every cycle it finished April with the highest overall
Key Takeaways plays out differently and trade policy could composite score, and we maintain our
derail the typical seasonal tendency this overweight for now.

year. For now, the sector model is indicating
» Consumer Staples was the second-

Bt pertemar i AErl high risk, with defensive sectors having

higher composite scores than cyclical
- Seasonality suggests cyclical sectors, on average. While the model is
sectors could gain the upper hand. officially marketweight Consumer Staples,

» The sector had the highest sector

model score at the end of April and Sector positives Sector negatives
we maintain our overweight for

now. » Consumer Staples’ relative P/E ratio is » Forward P/E ratio near record high
below its long-term average e S&P 500 cyclical composite turned higher
« Economic Surprise Index shows more data in April, bearish for defensive sectors

missing expectations than beating, bullish  « Weak start to Q1 earnings season
for defensive sectors

» Sector’s Supply/Demand indicator turned

Consumer Staples finished April up 11% bullish in April

and was the second-best performing sector . .
SHUT Index continues to follow election-year pattern

SHUT Index Around Presidential Elections

during the month. All the relative gains

came early in the month around Liberation T 1016

overweight of the sector for now. o | 1 998

4 995

v | 4 993

101

T
. . . 112 | — Average SHUT Relative Strength (Scale Right) :
Day: with the sector trallmg the index from — Current Case (11/05/2024) (Scale Left) | Average return based on 13 presidential elections since 1972 41014
. "o ! and excludes the upcoming election on 11/05/2024
Aprll 21 through the end of the month as SHUT Index is an equal weighted index of Consumer Staples, ' - 101.2
. . 10 - Health Care, Utilities and Telecommunication Services. : 1009
the S&P 500 rallied. The model continues 108 | ! T
4 100.7
to lean defensive, with Consumer Staples 107 |- | ‘ o0
I - ..
finishing the month with the highest e } 1 1002
. . . 105 | |
overall composite score. We maintain our ! ( 11000
104
|
I
I
|
I
I
I
I
I
|

Key drivers: The rotation back towards 100 ‘ 1 0o
defensive sectors to begin the year was in =7 1 oo
line with the four-year presidential cycle. zj I ‘ H 4 986
Historically, after an initial cyclical surge o &' ‘ “ ] %
post-election, defensive sectors gain the o | } 1%
upper hand for around three months, on 9 1 | l_ - Z:j
average. However, after that, leadership 2r 3;’ | os
has tended to rotate back toward cyclical : I i; 4 973
sectors, suggesting that the cyclical o Source: S&P Dow Jones Indices | 1
leadership established at the end of April 2 om0 9 876 5 4 ,\'jom'ﬁs P-r1ior “’ M10nﬂfs P035t 4 5 6 7 &8 9 0112
could persist. i NDR R
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Energy: Marketweight effective 12/19/24

Key Takeaways

- Energy was the top performer in Q1
but plummeted in April.

» Q1 earnings season has started off
poorly for the sector.

« The model downgraded Energy
to underweight at the month-end
update.

Trump tariffs reintroduced growth and
recession concerns in April, leading
several economically sensitive sectors to
underperform. Crude prices fell by more
than $10 per barrel and the International
Energy Agency (IEA) reported a downward
revision in global oil demand growth for
2025 amid the deteriorating economic
outlook. Energy fell almost 14% during the
month, the worst among all sectors.

Key drivers: Q1 earnings season has started
off poorly for the sector. With 74% of S&P
500 Energy companies reporting, only 65%
have beat on bottom line estimates, the
third lowest among all sectors. If the result
holds, it will be the lowest beat rate for the
sector since Q1 of 2023. Falling oil prices
have led to downward revisions on 2025
earnings estimates. The combination of
weakening fundamentals and a deteriorating
outlook may keep investors cautious on
Energy moving forward.

Please see important disclosures at the end of this report

Indicators to watch: The sector model and was downgraded to underweight by the

turned more bearish on Energy in April. model. We remain marketweight for now but
Three internal (price-based) sector model have the sector on watch for a downgrade.
indicators — Relative Price Momentum,

Relative Price Overbought/Oversold, and

Moving Average Cross - all turned bearish

during the month. The sector finished April

with the second-lowest composite score

Sector positives Sector negatives

e US. reserves are depleted and will need to
be refilled

e Crude Managed Money Short indicator
remains on September buy signal

« OPEC set to increase production.

» Economic surprises have been low in US,
bearish for crude historically

» Energy Supply/Demand indicator turned

» Valuations look relatively attractive bearish in April

Q1 earnings season has gone poorly for Energy

Quarterly Data 06/30/2001 to 05/05/2025
S&P 500 Energy Sector vs. Percentage of Companies with Positive Earnings Surprises

775 7 __ &P 500 Energy Sector (Left Scale) (05/05/2025 = 615.58%) Source: 5& D] indices and MSCI(GICS), Refinitiv | 950

750 - ['] Percentage of S&P 500 Energy Sector Companies with Positive Earnings Surprises for Prior Quarter (Right Scale) (05/05/2025 = 64.71%)
725 | *Lastdata point through 05/05/2025 (73.91% Companies Reported) .
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Financials: Marketweight effective 4./8/25

improved, other factors are flashing new fourth lowest overall composite score, but
Key Takeaways warning signs. The sector’s G10 Economic the model remains marketweight for now,
Surprise Index indicator turned bearish matching our recommendation.

on April 10 as fewer economic data points
- Financials underperformed in back- P P

to-back months. have beaten estimates. Weakening credit

conditions turned the sector’s Business
- While the yield curve and loan Credit Condition Index indicator bearish on
growth have trended in positive April 30. The sector finished April with the

directions for the sector, other
indicators are flashing warnings.

Sector positives Sector negatives
- We remain marketweight, matching

the sector model. « Four of six curve composite models are in  « Berkshire Hathaway sold off after Buffett
their steepening zones stepped down
» Sector could benefit from deregulation o A weak dollar is historically bearish for the
» Berkshire Hathaway, the sector’s largest sector
company, is up almost 20% on the year. « Financials has been the poorest performer

when inflation is rising

Financials followed its 4.3% decline from
March with a 2.2% drop in April, fourth

Falling economic surprises bearish for Financials
worst among all sectors. Weakness was

. . . S&P 500 Financials Sector Relative Strength vs. Citi G10 Economic Surprise Daily Data 2022-05-02 to 2025-05-02
broad based, with all industries other than — S&P 500 Financials sector vs. S&P 500 ex Financials total return(2025-05-02 = 31.57)

Consumer Finance trailing the broad market
during the month. With the sector clearly
losing momentum among tariff uncertainty,
the weight of the evidence has turned more
cautious. We remain marketweight for now,

matching the sector model. 2sa) {251

Source: S&P Dow Jones Indices

—— Citi Economic Surprise Index (10-day average) (2025-05-02 = -3.44)
- - Citi Economic Surprise Index (84-day average) (2025-05-02 = 4.61)

Key drivers: Two of the macro drivers we

40} 140
watch closely for Financials are the yield 0k 130
curve and loan growth. Both concepts ig 1 fg
are represented in our sector model. The of 0
) . . . -10F 4-10
sector’s Yield Curve model indicator turned 20 120
bearish on February 21 for the first time in -30p 1%
' : , “or Fewer economic data beating estimates |*°
over a year but turned bullish again on April ok T T E T s
. B . . Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr
7. While the sector’s loan growth indicator 2023 2024 2025
i I | i i inancials RS Perf inancials RS Perf
remains bearish, it has improved in recent Fu it o o850 0502 hart Vi oL S 0502
months and could turn bullish soon. apove long term smoothine: MO8 oreroB 0% e | e T P
Bearish when short-term smoothing crosses Bullish 259 [ 51.17 Bullish 5.95 [ 53.10
below long-term smoothing. Bearish 1148 | 4883 Bearish -1.32 | 46.90
Buy/Hold = -4.52% Gain/Annum Buy/Hold = 2.48% Gain/Annum
Indicators to watch: While the yield Customized version of ES_6000_40 018 © Copyright 2025 Ned Davis Research, Inc. Further distribution prohibited without prior

" NIDR  permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.
For data vendor disclaimers refer to www.ndr.com/vendorinfo/

curve and loan growth messages have

Please see important disclosures at the end of this report MAY 7, 2025 12



13 NED DAVIS RESEARCH

.

NDR SECTOR VIEWS

Health Care: Marketweight effective 2/13/25

Key Takeaways

» Health Care was the second-worst
performer in April.

« Policy uncertainty around the
sector is high but a lot looks priced
in.

» The model turned more bearish on
the sector during the month.

Unlike the other defensive sectors of
Consumer Staples and Utilities, Health Care
underperformed the S&P 500 in April. The
sector fell 3.8% during the month and was
the second-worst performer. Health Care
has also trailed the other defensive sectors
on the year, with the sector roughly flat in
2025 versus 5% gains for Consumer Staples
and Utilities. While we remain overweight
Consumer Staples and Utilities, we maintain
our marketweight on Health Care.

Key drivers: Heading into both the 2016
and 2024 elections, Health Care was
weak relative to the S&P 500. Back then,
uncertainty regarding how Trump and a
Republican-controlled Congress would
handle the campaign promise to repeal
and replace the ACA hung over the sector
post- election. Trump’s choice of Robert

F. Kennedy Jr. to lead the Department

of Health and Human Services and the
newly created Department of Government
Efficiency (DOGE) have kept the outlook

Please see important disclosures at the end of this report

for the sector uncertain this cycle as well.
While much of the uncertainty is likely
priced in, with the sector’s forward P/E ratio
now below its long-term average, technical
evidence suggests caution.

Indicators to watch: Four internal (price-
based) sector model indicators for Health

Care turned bearish during the month. While
the sector’s external (non-price-based)
composite saw some improvement, the
overall composite score deteriorated and

fell to its lowest level since October 2024.
While the model stayed marketweight, the
weight of the model evidence is closer to an
underweight than an overweight.

Sector positives Sector negatives

« QT earnings beat rate is second best
among all sectors

» Biotech and Pharma sentiment is at
extreme pessimism

e Sector remains very oversold versus S&P

500 (one-and three-year basis)

« Allinternal (price-based) model indicators
are bearish

« Inflation Reduction Act looks to reduce
Medicare spending on prescription drugs

» DOJ looking into UnitedHealth's billing
practices

Health Care’s composite score deteriorated in April

S&P 500 Health Care Relative Strength vs. Health Care Composite Model

Daily Data 2022-05-02 to 2025-05-02

200

178}

158f

1411

1261

112

— S&P 500 Health Care Total Return / S&P 500 ex. Health Care Total Return(2025-05-02 = 131.55)

{200
{178
{158
{141
! ' {126

Source: S&P Dow Jones Indices {112

10r

Source: Ned Davis Research, Inc._110
T T T

‘Jhl‘ ‘O‘ct“]e‘m“A‘pr“Jl‘Jl‘
2023

Health Care / S&P 500 ex. Health Care Performance
Full History: 1979-12-31 to 2025-05-02
Health Care Composite % Gain/ % of
Model is Annum Time

Above 75 1837 | 1586
Between 50 and 75 279 4137
Between 25 and 50 -293 | 3384

25 and Below -17.43 8.93

Buy/Hold = 1.11% Gain/Annum

——— — T
Oct Jan Apr Jul Oct Jan Apr

2024 2025

Health Care / S&P 500 ex. Health Care Performance
Chart View: 2022-05-02 to 2025-05-02

Health Care Composite % Gain/ % of
Model is Annum Time
Above 75 -2.99% 7.78

Between 50 and 75 -11.11 37.45
Between 25 and 50 2.55 47.07
25 and Below -14.86% 7.69

Buy/Hold = -8.78% Gain/Annum
¥ Cases less than one year are not annualized

Customized version of ES_ 6000 35 C01

"NDR

© Copyright 2025 Ned Davis Research, Inc. Further distribution prohibited without prior
permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.
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Industrials: Marketweight effective 1/18/24

increase in the Economic Policy Uncertainty leans bullish, with only two of six indicators
Key Takeaways Index has been followed by a slowdown in on bearish signals. The sector’s external
nonresidential fixed investment. (non-price-based) composite, however,
Industrials has outperformed the leans bearish, with only two of the seven
S&P 500 in back-to-back months. Indicators to watch: While tariffs have indicators on bullish readings. The net result
clouded the capex outlook, the weight of is a marketweight recommendation from the
Capex spending could be at risk the model evidence remains mixed. The model, matching our recommendation on the
amid rising policy uncertainty sector’s internal (price-based) composite sector.

following tariff announcement.

The sector model remains Sector positives
marketweight, matching our

recommendation. « Airlines Scorecard remains bullish « Tighter lending standards and policy
« Sentiment is extremely pessimistic based uncertainty is bearish for capex
on the sector’s percentage of S&P 500 o Weak breadth profile
market cap  Slowing growth bearish for cyclical Value
» China stimulus and tight credit spreads sectors

suggest more capex spending

Industrials was the only cyclical value sector
to outperform in April, managing to eke

out a 0.2% gain versus a decline of 0.8% POIICy uncertainty is bearish for capex

Uncertainty vs. Real Private Nonresidential Fixed Investment Quarterly Data 1985-09-30 to 2025-09-30
for the S&P 500. Aerospace & Defense, Y - 200
. 425 | — Economic Policy Uncertainty Index (Advanced Two Quarters) (Scaled Left) 2025-09-30 = 337.5 1 -190
the sector’s largest industry at 25% of _ _ Real Private Nonresidential Fixed Investment (Year-to-Year % Change) (Inverted) (Scaled Right) 2025-03-31 = 3.6% 1 180
. 400 |- ’ 4 -17.0
market cap, was responsible for most of n 1 160
1
. . L 4 -15.0
the gains, outperforming the S&P 500 by 7 | ',‘ 1 a0
. . . 4 -13.0
more than 400 basis points during the 350 o 1120
. . . [ 4110
month. Despite outperforming in back-to- 325 [ 1 100
. . [ 4 9.0
back months, the weight of the evidence 300 |- . 1 ) 1 80
) ) N b B 1 70
for the sector remains mixed and the sector 75 | [ P | | 0
. . . \ - h 1 0
model remains marketweight, matching our 0L W - Do 0 1 40
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cash, and this trend may be particularly ! h | 1 120
) . 50 | v 1 130
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Surrounding future tariﬂ: I’ates, bOth in the 25 | Correlation Coefficient = -0.27 Source: Department of Commerce, Haver Analytics, www.PolicyUncertainty.com : 1:8
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Information Technology: Marketweight effective 8/8/24

Key Takeaways

Technology was the second-worst
performer in Q1 but bounced back
in April.

However, weak starts to the year
for Technology have seen negative
momentum persist, on average.

The sector model downgraded
Technology to underweight.

After trailing the S&P 500 each month in
Q1, Technology bounced back in April. The
sector gained 16% during the month, the
best among all sectors. Among the sector’s
three industry groups, Software (Microsoft)
and Semiconductors (Nvidia) outperformed,
while Hardware (Apple) continued to
underperform. The sector model turned
more bearish on Technology during the
month and downgraded the sector to
underweight at the month-end model
update.

Key drivers: Given the deep selloff in
Technology this year, it is fair to ask if it

is too late to turn bearish. We showed on
March 27 that negative Q1 momentum

has tended to persist throughout the
remainder of the year, but the magnitude
of the weakness has mattered. This year,
Technology trailed the S&P 500 by 86% in
Q1, fifth worst on record. The result marked
just the 7th time the sector has trailed by
more than 8% during the first quarter since

1972. While short-term bounces have been
common, the sector consistently remained
weak through Q3.

Indicators to watch: The sector model
has turned progressively more bearish on
Technology this year and downgraded the
sector to underweight at the month-end

Sector positives

« Nasdaqg sentiment reached extreme
pessimism

» Mag 7 valuations based on forward
estimates look reasonable

» Sector has performed well in low growth

environments

update. The sector finished the month
with just one bullish internal (price-based)
indicator and one bullish external (non-
price-based) indicator. We have the sector
on watch for a downgrade.

e Trump trade war could hurt tech
multinationals and make earnings misses
more likely

» Massive capex spending on Al has come
under more investor scrutiny

» Sector’s Volume Supply/Demand indicator
turned bearish in April

Tech has consistently underperformed following weak Q1s

S&P 500 Technology RS when Trailing the S&P 500 by more than 8% in Q1
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Materials:

Indicators to watch: Among Materials’ marketweight. We have the sector on watch
Key Takeaways four commodity-based model indicators, for an upgrade.
only the Gold Futures Momentum indicator

. . is bullish. The sector’s copper, silver, and
Materials was the third worst

seriermes i ARl natural gas based indicators are all bearish.

Overall, the weight of the evidence still leans
Concern that tariffs will negatively bearish but improved enough for the model
impact demand and commodity to upgrade the sector from underweight to

prices have weighed on the
commodity sectors.

Sector positives
The model upgraded Materials

to marketweight and we have the « Gold miners have underperformed bullion e It has been the weakest bull market on
sector on watch for an upgrade. prices and could mean revert record for Materials
» Materials is extremely oversold « Falling China Credit Impulse Index
« Clean energy transition and Al data center ~ Suggests weak metal prices in 2025
buildout should support copper prices e Growth slowdown will likely dent demand

for commodities

Materials was among the sectors that

responded most poorly to Trump’s tariff

A A Commodity model turned bearish in April
announcement, ending April down more

. S&P GSCl vs NDR Commodity Model Daily Data 2020-05-05 to 2025-05-05
than 2% versus a 0.8% decline for the —S&P GSCl Total Return (2025-05-05 = 3499.51)
S&P 500. The sector was the third-worst 6,310} {6310
. . 5,012} 45,012
performer during the month, reflecting 3981} J5981
investor concern over the potential impact zéi’i 2;‘;2
of the protectionist trade policies on supply 1995} 11,995
. . . 1,585F 41,585
chains and commodity demand. We remain 1259) 1259
underweight but the sector model upgraded 1.000r 1+
794+ Source: S&PGSCI 1 794
Materials to marketweight and we may o0 Composite Model (2025-05-05 = 33.3%) o0
upgrade the sector to get in line with the 90} 1 %0
d | 80F 41 80
model. 70} 1 70
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. o 50+ 4 50
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gaS represents an il’lput cost fOr Chemical Jul Oct 21(;’;1 Apr  Jul  Oct ZJ[‘;‘;Z Apr  Jul  Oct 2{;";3 Apr  Jul  Oct 2{;3;4 Apr  Jul  Oct 2Joazn5 Apr
Compaﬂles The ﬂegatl\/e pnce aCtIOﬂ from . IISﬁl?GSCITolaI Return Performance Chiﬁvﬁgﬁ'I;o{)t;:)!?;st%grsrzfgrzrgfgg-eos
Yy . . . ull History:  1979-12-31 to 2025-05-05 _
most commodities since Liberation Day was TG | or commortevodetts | aeam T %ol
Composite Model is | Annum | Time °’"f$i‘i“:gge‘ 5 A;:T: 1‘;";
enough to turn the NDR Commodity Model Moowed00 | Toc0l T7em 700600 1947 [ 2087
_ _ - - . Below 40.0 -0.58" [ 13.75
bearish in April. NDR currently maintains its e e | B2 By Holl = 15,907 Catn/ A
¥ Cases less than one year are not annualized
neutral view on Commodities bUt has the Customized version of COM800 © Copyright 2025 Ned Davis Research, Inc. Further distribution prohibited without prior

permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html.

asset on watch for a downg rade. For data vendor disclaimers refer to www.ndr.com/vendorinfo/



17 NED DAVIS RESEARCH

.

NDR SECTOR VIEWS

Real Estate: Underweight effective 21325

Key Takeaways

- Real Estate was a slight
underperformer in April.

- Low growth environments have
been bearish for the sector,
historically.

« We remain underweight for now.

While Real Estate was a slight
underperformer in April, falling 1.8% versus
a 0.8% decline for the S&P 500, it remains
up roughly 3% on the year and has been
the third-best performer in 2025. Weakness
was broad based during the month, with
only the Specialized REITs sub-industry
outperforming of the sector’s eight REITs
sub-industries. We underweighted the
sector in February, but indicator evidence
has turned more positive and we may close
out the position in the coming weeks.

Key drivers: Two macro drivers we are
watching are credit spreads and inflation.
Credit spreads have begun to widen, and
Real Estate has tended to struggle when
its high yield — investment grade spread
has been above its long-term average.
We are also watching inflation trends. Our
macro team’s Growth and Inflation Regime
Report shows the current environment

of slow growth and neutral inflation has
tended to be bearish for Real Estate. The

analysis shows that the sector has proven
a good inflation hedge but has often been
vulnerable when growth has been weak.

Indicators to watch: Real Estate saw
model composite improvement in April, with
the sector’s relative price mean reversion
indicator in the sector’s internal (price-

based) composite turning bullish on April
11. Additionally, our REITS Scorecard, which
is designed to make a call on the REITs
industry specifically, flipped from bearish
to neutral during the month. We have the
sector on watch for an upgrade.

Sector positives Sector negatives

« Demographics are a long-term tailwind for

Health Care REITs

* NDR'’s Recession Watch Report shows
little risk of recession in near term

« Yields have trended lower since January
highs

REITS Scorecard turned from

« Inflationary fiscal policy could lead to
higher yields

« Yields tend to bottom around first cut in
non-recession easing cycles

» Office REITs continuing to struggle with
high vacancy rates

bearish to neutral in April

REITs Industry vs. Total Scorecard Composite

Daily Data 1995-01-04 to 2025-05-05 (Log Scale)

—— REITs Industry / S&P 500 (-5.7% Annualized Gain)

s62 Tradeable Equity Series (6.2% Annualized Gain)
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Source: NDR Multi-Cap

Series uses NDR estimates prior to 9/1/2016
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Utilities: Overweight effective 3/13/25

Key Takeaways

« Utilities was a slight outperformer
in April and has been the best
performer YTD.

« Breadth has been the strongest
among all sectors.

» We upgraded the sector to
overweight on March 13.

Utilities” low beta has proven a valuable
attribute in 2025. The sector was flat in both
March and April versus declines of 5.8% and
0.8% for the S&P 500, respectively. For the
year, the sector is up roughly 5% versus a
decline of 4% for the S&P 500. We turned
more defensive in March and upgraded the
sector to overweight.

Key drivers: The year-to-date relative
strength shown by Utilities has been the
best since last summer, when the sector was
caught up in the Al trade. Unlike then, when
Utilities was outpacing a fast-rising S&P
500, recent outperformance has come by
the sector maintaining value while the broad
index declined. Sector participation has
been broad based, with the sector having
the most issues trading above moving
averages ranging from 50 days to one year.

Indicators to watch: Utilities saw the most
model composite deterioration in April and
has fallen even more to begin May. In total,

Please see important disclosures at the end of this report

three internal (price-based) indicators
turned bearish to go along with a net of
one external (non-price-based) indicator.
The sector’s overall composite score is
now only sixth best among all sectors. We
remain overweight for now but if the sector
begins to underperform, we will need to cut
exposure to get in line with the model.

.

NDR SECTOR VIEWS

Sector positives Sector negatives

o Relative P/E remains attractive .
o Al buildout is a tailwind for demand

e A Trump tax cut extension could benefit *
capex-heavy sectors and industries .

Q1 earnings beat rate of 50% is lowest
among all sectors

Net debt to cash flow ratio near record high

Dividend yield looks less attractive versus
bonds

Utilities’ breadth remains best among all sectors
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Disclaimer

The data and analysis contained herein are provided “as is” and without warranty of any kind, either
expressed or implied. Ned Davis Research, Inc. (NDR), d.b.a. Ned Davis Research (NDR), any NDR
affiliates or employees, or any third-party data provider, shall not have any liability for any loss
sustained by anyone who has relied on the information contained in any NDR publication. NDR
disclaims any and all express or implied warranties, including, but not limited to, any warranties of
merchantability, suitability or fitness for a particular purpose or use.

NDR’s past recommendations and model results are not a guarantee of future results. This
communication reflects our analysts’ opinions as of the date of this communication and will
not necessarily be updated as views or information change. All opinions expressed herein are
subject to change without notice. NDR or its affiliated companies or their respective shareholders,
directors, officers and/or employees, may have long or short positions in the securities discussed
herein and may purchase or sell such securities without notice.
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Recommendations

NDR's sector team uses a quantitative sector model as the primary guide to deriving our
recommendations. The model is designed to identify sectors and industries with the strongest
fundamental (macro, economic, valuation, profitability) and technical price trends. Our team uses
the model as the framework for our tactical shifts around longer-term fundamental themes. As a
discipline, our recommendations are put on a “short leash” if they rank opposite the model's top and
bottom quintiles, unless industry-specific influences can be shown to dominate.

Some sectors receive “over- “market-" or “under-" weight recommendations, which means that the
research firm recommends that more, the same, or less of the sector should be held in your portfolio
than is held in the market.

ALPS Portfolio Solutions Distributor, Inc., a registered broker-dealer,
is distributor for the Select Sector SPDR Trust
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