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Macro/Market Update

Global economic momentum weakened
in January, as measured by the global
composite (services and manufacturing)
Purchasing Managers’ Index (PMD. The
global composite declined for the first
time in four months, to a 13-month low.

However, the PMI data continue to reside
in economic expansion territory, indicating
that the risk of a large market decline
(typically associated with recessions)

is low. Global manufacturing returned

to expansion territory in January, as

the PMI rose to the best level in seven
months. Although global services activity

Dynamic Allocation Strategy

expanded for a 25th straight month in
January, the pace of growth weakened to
a 13-month low.

The global composite input and output
price indexes have remained in a tight
range since late 2023, above pre-
pandemic levels. But a series of several
monthly increases have seen both indexes
test the upper end of that range. While
both sectors have contributed to the rise,
the services sector is the bigger culprit,
reflecting its relatively stronger demand.
Tariffs and their price and currency
impacts could present upside risks to
global inflation.

Asset Allocation Summary

During February, the MSCI All Country
World Index (ACWI) underperformed

the Bloomberg Barclays Global

Aggregate Bond Index by over 200

basis points (bps). Although stocks have
underperformed bonds for two of the

last three months, stocks have outpaced
bonds for twelve of the last sixteen
months. As long as forward earnings
estimates maintain momentum, beat rates
remain elevated and sector earnings
revisions keep rising, the market should
be able to tolerate the relatively expensive
market conditions.
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* See Equity Allocation Summary for how the equity allocation is distributed
** See Fixed Income Allocation Summary for how the fixed income allocation is distributed
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The equity allocation jumped to its
maximum weighting as all indicators,

which weigh the relative attractiveness of
stocks and bonds, now favor stocks.

The stock/bond relative strength
indicator, which receives the greatest
weighting in the model, compares the
stock/bond ratio to its 52-week moving
average. The stock/bond relative
strength ratio declined during February
to its lowest level since September, as
it is dropped to less than 5% above its
52-week moving average (chart right).
However, this indicator remains positive
and has favored equities for over one year.

Following the trend is important as it can
help to keep you on the right side of major
market moves. The trend also can reduce
behavioral biases. Ned Davis has said that
following the trend is important because
“the degree of unprofitable anxiety in

an investor’s life corresponds directly to
the amount of time one spends dwelling

Weekly Data 2024-03-01 to 2025-02-28
Global Stock/Bond Total Return Ratio Continues to be Above its 52-Week Moving Average
= Global Stock/Bond Ratio % Above/Below 52-Week Moving Average (2025-02-28 = 4.48)
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Weekly Data 2024-03-01 to 2025-02-28 on how an investment should be acting
Percentage of MSCI ACWI Markets Above Their 50-Day Moving Averages Remains Elevated rather than the way it actually is acting.”
—— % of MSCI ACWI Markets Above 50-Day Moving Average(2025-02-28 = 61.7%)
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The strength of trend is supported

by a new bullish reading from a
macroeconomic indicator, the Baltic Dry
Index (BDD. The BDI measures the cost of
chartering freighters on key global cargo
routes, which can be used as a proxy for
global economic activity.

During January, the BDI fell to more than
35% below its 13-week moving average.
But that reversed last month, as the BDI is
now more than 26% above its intermediate
trend (chart right).

Baltic Dry Index Jumped to More Than 26 Percent Above Trend

Weekly Data 2024-03-01 to 2025-02-28
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Global PMI Breadth Positive; Reflects Improving Global Economy

Weekly Data 2020-02-28 to 2025-02-28

mlls Four-week Change in % of Countries PMI Above 50(2025-02-28 = 8.00)
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The Purchasing Managers’ Index (PMI)
breadth indicator measures the four-
week point change of the percentage of
economies with a PMI greater than 50
(expanding activity). The PMI is based

on a survey sent to executives regarding
their outlook on areas such as inventories,
production, and employment. A change
greater than zero favors stocks, while a
change less than zero supports bonds.

Equities typically outperform fixed income
when there is widening improvement in
the economic outlook. This economic
momentum breadth indicator (chart left)
turned bullish on equities as the readings
for Netherlands, Poland, and South Korea
rose above 50.
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Equity Allocation Summary
During February, non-U.S. markets and
U.S. Value produced positive returns.
International Developed was the top-
performing area for a second straight
month. It has risen more than 200 bps
for two consecutive months. US. Growth
dropped more than 300 bps, its worst
month since April 2024. US. Large Caps
and U.S. Small Caps have declined for
three of the last five months. International
Developed, US. Large Caps, U.S. Growth,
and U.S. Value each received more than
19% allocation for March (chart, right).

30

25

[
w

=
o

(O]

0

EAFE
[IEFA]

Equity Allocation (%)

M Feb-25
B Mar-25

Emerging Markets  U.S. Dividend U.S.Small-Cap  U.S. Large-Cap  U.S. Technology
[IEMG] (Value) [1USV] [LUR] [voo] (Growth) [VUG]

Equity Technical Composite Scores

Monthly Data 2024-02-29 to 2025-02-28
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Fixed Income Allocation
Summary

All fixed income areas produced positive
returns for a second straight month. U.S.
Long-Term Treasurys had its best month
in more than one year. US. Investment
Grade Corporates, U.S. High Yield, and
Emerging Market bonds all gained over
100 bps. High Yield and EM bonds have
risen by more than 100 bps for three of
the last four months. No fixed income
segments received an allocation for March
since all top-level indicators favored
stocks over bonds.
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Dynamic Allocation Strategy

Ned Davis Research Disclaimer:

The data and analysis contained within are provided "as is" and without warranty of any kind, either expressed or implied. The information
is based on data believed to be reliable, but it is not guaranteed. 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. All performance measures do not reflect tax consequences, execution, commissions, and other trading costs, and as such investors
should consult their tax advisors before making investment decisions, as well as realize that the past performance and results of the model are
not a guarantee of future results. The NDR Dynamic Allocation model is not intended to be the primary basis for investment decisions and the

usage of the model does not address the suitability of any particular investment for any particular investor.

Using any graph, chart, formula, model, 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
devices. NDR believes no individual graph, chart, formula, model, or other device should be used as the sole basis for any investment decision
and suggests that all market participants consider differing viewpoints and use a weight of the evidence approach that fits their investment

needs.

© Copyright Ned Davis Research, Inc. All Rights Reserved



