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Consumer Discretionary: Marketweight effective 7/10,/25

Key Takeaways

= Consumer Discretionary
outperformed by over 100 basis
points in August.

« Housing affordability is a concern
for Homebuilders, but several
factors could help thaw the housing
market.

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

Consumer Discretionary gained 34% in
August and outpaced the S&P 500 by over
100 basis points during the month. All the
sector’s industries outside Broadline Retail
outperformed. The industry was weighed
down by Amazon, which fell a little more than
2% in August. Tesla, the sector’s second-
largest member, provided an offset, jumping
more than 8%. Household Durables were the
top performing industry, gaining over 15%, as
investors prepared for the Fed to cut rates.

Key drivers: Our macro team has often
pointed out that housing is one area that has
been negatively impacted by tight monetary
policy. Indeed, housing has been one of the
worst performing areas of the economy for
the past four years. The housing market
woes are largely an affordability problem.
Along with high home prices, utilities,

taxes, and insurance have added to cost
burdens. However, we see several signs of
improvement, including rising inventories,

a 100 bps drop in mortgage rates from

the end of this report

ease see important disclosures at

the peak, a recovery in real incomes, and
potential policy in the pipeline to help the
industry. Homebuilders could continue to
perform well if affordability improves.

Indicators to watch: Consumer
Discretionary saw the most sector model
composite improvement in August. The

sector jumped from the third-lowest ranked
overall to the third highest. The model,
however, remains marketweight, matching
our recommendation on the sector.

Sector positives Sector negatives

» Volume Supply/Demand indicator is
bullish

» Breadth thrust signals have been bulli
for the sector

e Homebuilders P/B reached extreme
oversold levels

« Uncertain trade policy is bearish for
durables and textile industries
sh « High sector concentration leaves the
sector vulnerable if Amazon or Tesla
stumble
« High rates have contributed to drop in
housing affordability

Autos and Household Durables strong ahead of rate cuts

S&P 500 Consumer Discretionary Largest

Ind ustry Performance Daily Data 2024-12-31 to 2025-08-29 (Log Scale)
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— S&P 500 Broadline Retail Industry (38.2% of sector, 2025-08-29 = 94.8)
[ — S&P 500 Hotels, Restaurants & Leisure Industry (19.3% of sector, 2025-08-29 = 97.8)

Indices cap-weighted and shown relative to the
S&P 500 (Cap-Weighted). Price lines set to 100 at start.
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— S&P 500 Automobiles Industry (18.0% of sector, 2025-08-29 = 76.9)

150 - __ &P 500 Specialty Retail Industry (17.5% of sector, 2025-08-29 = 98.2) - 150
—— S&P 500 Household Durables Industry (3.0% of sector, 2025-08-29 = 102.9)

141 | — S&P 500 Textiles, Apparel & Luxury Goods Industry (2.9% of sector, 2025-08-29 = 80.5) 4141
— S&P 500 Distributors Industry (0.7% of sector, 2025-08-29 = 92.4)

1331 S&P 500 Automobile Components Industry (0.3% of sector, 2025-08-29 = 113.8) 1133

— S&P 500 Leisure Products Industry (0.2% of sector, 2025-08-29 = 131.1)
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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.

Using any graph, chart, formula or other device to assist in deciding which securities to trade or
when to trade them presents many difficulties and their effectiveness has significant limitations,
including that prior patterns may not repeat themselves continuously or on any particular occasion.
In addition, market participants using such devices can impact the market in a way that changes the
effectiveness of such device.
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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

See the signals.™

Founded in 1980, Ned Davis Research Group is a leading independent
research firm with clients around the globe. With a range of products
and services utilizing a 360° methodology, we deliver award-winning
solutions to the world's leading investment management companies.
Our clients include professionals from global investment firms,
banks, insurance companies, mutual funds, hedge funds, pension [N

and endowment funds, and registered investment advisors.
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