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COVID-19 UPDATE: Granny shot re-balance. Add 5, delete 6 stocks.
YTD relative = +2,470bp. US sees the first case of re-infection of total
7.7 million cases

THIS MESSAGE IS BEING SENT SOLELY TO CLIENTS OF FS INSIGHT

STRATEGY: Granny Shots re-balance. +5 stocks. -6 delete. 23 stocks in total. YTD
outperformance +2,470bp

We are re-balancing our "Granny Shots" portfolio for 3Q2020. This rebalance is adding 5
stocks and deleting 6 names, leading to a net decline -1. There are now 23 stocks in the
Granny Shots portfolio.

- In case you are wondering why we call this Granny Shots, it is named after NBA legend Rick
Barry and refers to his unorthodox "free throw" method

- He had one of the highest free throw percentages, and our Granny Shots picks the stocks from
6 portfolios -- getting the "best of the best"

- So this is why we call this our "Granny Shots"

Granny
Shots

Rick Barmry career free throw percentage
was eye-popping 90%, incredible
considering Shaquille O'Neal's only
52%.

His secret? The unorthodox style of
underhanded throws, whichis
considered “not macho™ enough for
most players.

The re-balance for 3Q2020 is summarized below. We calculate the quarterly return for Granny
Shots as if the portfolio was "equal weighted" at the start of the quarter. But as tireless Ken has
calculated, if we let "winners ride," the 2,470bp YTD outperformance of Granny would be even
greater.
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- Additions: KLAC, OMC, GWW, INTC, QCOM
- Deletions: BKNG, EMR, HPQ, BWA, CF, PG

Take a look at Point #3 for a fuller discussion.

Deletions Additions

BKNG KLAC

EMR omC
HPQ GWW

BWA INTC
CF QcoMm
PG

We continue to view our Granny Shots as a way to construct a core portfolio. These are stocks
which fall within our 3 thematic portfolios and 3 tactical portfolios. We will provide a full breakout
of these portfolios later this week.

- Performance YTD is 34.1% compared to 9.4% for S&P 500
- Granny Shots has seen two tough months -- March and September
- Not surprisingly, these were bad months for equities in general

Figure: Granny Shots Portfolio Performance
Maonthly; As of 10/112/20
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It is probably helpful to see how often each of the stocks appears within each portfolio -- thus,
the more they appear, the greater the "attractiveness"

- 4 stocks appear 4 times --> GOOG, AAPL, CSCO and XLNX
- Consider these the names with the best margin of safety.

Figure: Granny Shots are the “best of the best”
Stocks which appear in multiple themes.

Tactical (6M-12M)

# stocks
Style tilt 28
Seasonality 22
PII Recavery 20

Thematic (3Y-5Y)

# stocks
[illennials 28
Automation/ Al 49
Asset intensity 26

Source: Fundstrat, Bloomberg, Factsat
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Tickers

Rick Barry caneer free throw percentage
waseye-popping 90%, incredible
considering Shaquille 0'Neal's only
52%.

His secret? The unothodox style of
underhanded throws, vhich is
considered "not macho" enoughfor
most players.

G0OG, AAPL. CSCO
XLNX
GRMN. MSFT. MXIM

LEN, KLAC, MNST
OMC, GWW, INTC
LOW, AMZN. EBAY
TSLA. PYPL, AXP
BF/B. PM. NVDA
QCcom

FSINSIGHT

www.fsinsight.com

| Page 3


mailto:%20inquiry@fsinsight.com
mailto:%20inquiry@fsinsight.com

fs

INSIGHT

a fundstrat company

Thomas J. Lee, CFA
inquiry@fsinsight.com
10/13/2020

YTD perf
Mit Cap (relativeto  P/E

Ticker _Company (SM) S&P500)  (21E)
1 GOOG Aphabet nc $903 631  80%  278x -+ S
2 AAPL  Apple Inc §2,156,765  60.1%  32.3x - cle s
3 CSCO  Cisco Systems Inc $170,861  (252%)  13.4x - . ..
4 XINX  Xilinx Inc $29049  122% 3852 - |- ..
5 GRMN Garmin Ltd $18,046  (7.8%)  215x - .
& MSFT  Microsoft Corp $1675478  31.0% 343k = |- .
7 M¥IM  Maxim Integrated Products Inc $19.978  12.1%  306x - |-
8 LEN  Lennar Corp $25656  41.1%  105x - |-
[9 KAC HaComp $33279 11.0%  188x - . |
10 MNST  Monster Beverage Corp $43 658  200%  325x -+ .

11 OMC  Omnicom Group Inc

$11,485 (43.4%)  00x | -

12 GWW  Ww Grainger Inc

$20,821 5.4% 210 - B

13 INTC  Intel Corp

§229,152  (19.4%) M4z = =

Tt 4

[ U R O L T T N T I O N % L T LT M A A £

14 LOW  Lowe'S Cos Inc $130,538  34.8%  20.2x . .

15 AMZN  Amazon Com Inc §1,724528  76.9% 78X . .

16 EBAY  Ebay Inc $38,750  44.0% 14 . .

17 TSLA  Tesl Inc §412,005  4193%  1496x .

18 PYPL  Paypal Holdings Inc $236,432  76.9%  44.2x . .

19 AXP  American Express Co $85838  (23.8%)  15.5x . .

20 BF/E  Brown-Forman Corp $36,517 T4% 415 . .

21 PM Philip Morris International In $123,524  (16.2%)  14.0x . .

22 VDA Nvidia Corp §351,504  1324%  51.4x . .

73 GCOM  Qualcomm Inc 3747040 A%  19.7x . . !

Average (relative to S&P 500)
Median (relative to S&P 500)

Source: Furdsirat, Bleamberng, Facisat

378,793 38.8% 32.5x
123,524 12.2% 21.7x
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Turning our attention to the broader market, equities continue to show impressive

resilience. Last week, the S&P 500 advance/decline line posted a new high, so that is certainly
a good omen. And even the VIX seems like it is getting ready to make a decisive move below
25. This would be further confirmation that stocks indeed made their "pre-election” bottom --
something that was signaled by holding 3,363.

VIX C25.07 +0.07 i
On 12 Oct 0 25.65 H 25. 65 L 24.14 Prev 25.07 %

VIX Incex 94 Actions - 97) Edit - G 1665: VIX 40 day history
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Source: Bloomberg

Someone might ask how stocks could be surging, given the strong possibility of a contested
election outcome? This election is <25 days away and 3 weeks can be an "eternity" for
markets. | have heard differing views, from our clients, on why stocks are rising:

- Biden is going to win and we see a "Blue wave" leading to massive stimulus

- Trump is going to pull out a surprise win and Republicans keep the Senate, which leads to
new tax cuts and massive stimulus

- Fed remains dovish --> don't fight the Fed

- Vaccine is around the corner

- Investors are getting "pulled in" because $4.5 trillion is sitting on the sidelines

- Interest rates are low and supportive of equities

- US economy continues to recover and that matters more than election outcomes

Fs!NSIGHT www.fsinsight.com | Page 5
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The above is a kitchen-sink explanation of factors | have heard from our clients. And to an
extent, | think all of the above is true. Whether Trump or Biden prevails, we get Washington to
provide a needed bridge. And if you pick and choose from this above list, | can see multiple
reasons supportive of stocks. Yet, ironically, only a few weeks ago, we had people suggesting
stocks are "dead money" until election day. If anything, this is a reminder that markets never do
what we expect.

TSA traveler throughput is a sign consumers are still emerging from their bunkers =
good

As for the economic recovery, consumers continue to emerge from their shell, even as US
COVID-19 cases are surging. Take a look at the latest TSA traveler throughput. Total
throughput hit a new high today, exceeding the Labor Day high. And Labor Day generally is a
high water mark for travel. So, this is a good sign.

- Itis also encouraging that this has not taken a downward hit, despite the surge in cases, which
has been widely covered in the media..

¥/ hiah

2020 ==-==1Year Ago - Same Weekday e e =7D Avg
984,234
'"'"""""",""6g.'"- """"""" N

940,000 R 73 000911
= 847,968 ¢
8 840,000 .
i Flat... ’
S ¢ /
S 740000 ) e
0 LdHa e (]| Y| NUATT
5 ’\'\—-_-o' T~
S 640,000
< v
= . \Qo.t Py
5 540,000 T
2 ’
o 4
- ’
- 440,000 7
2 A

340000 | o

-
240,000
CLLP P PP P PLP PP PP PSP
SEP PP ELE P EE PP P

Source: TSA

FS!NSIGHT | \www.fsinsight.com | Page 6


mailto:%20inquiry@fsinsight.com
mailto:%20inquiry@fsinsight.com

inquiry@fsinsight.com
afundstrat company 10/13/2020

E INSIGHT Thomas J. Lee, CFA

First ever US case of re-infection (of 7.5 million) and fifth confirmed Worldwide (of 38
million) -- so it is very rare

The US has its first ever confirmed case of re-infection and the NPR story below details this
case. Re-infection from COVID-19 would be concerning because this suggests there is no real
immunity from this disease, and if so, then the only real way out of the pandemic is a vaccine, or
a cure. By the way, both a vaccine and a cure are coming along, so there is reason to be
optimistic about both.

N r [ v oo |

Coronavirus Live Updates

THE CORONAVIRUS CRISIS

Scientists Confirm Nevada Man Was
Infected Twice With Coronavirus

October 12, 2020 - 6. 31PM ET

Heard on All Things Considered

ﬂ REBECCA HERSHER

https://www.npr.org/sections/coronavirus-live-updates/2020/10/12/922980490/scientists-
confirm-nevada-man-was-infected-twice-with-coronavirus

This US citizen is 25 and was re-infected 6 weeks between infections. The second time he
caught COVID-19, his symptoms were severe.
A 25-year-old was infected twice with the coronavirus earlier this vear, scientists in
Newvada have confirmed. It is the first confirmed case of so-called reinfection with

the virus in the U.S. and the fifth confirmed reinfection case worldwide.

https://www.npr.org/sections/coronavirus-live-updates/2020/10/12/922980490/scientists-
confirm-nevada-man-was-infected-twice-with-coronavirus

But | don't think we should necessarily panic about this:

- 1 of 7.6 million Americans has been re-infected, clinically proven

- 5 of 38 million Worldwide has been re-infected, clinically proven

- this person was re-infected 6 weeks apart

- if it was easy to be re-infected, the majority of the 38 million infected would have seen re-
infection by now (6 weeks later)
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But COVID-19 cases are not going in the right direction in the US, but fortunately deaths
and hospitalizations are muted

We discuss daily cases below and cases are rising. The rate of change (7D delta) has not gone
exponential. So that is a good thing. And if it doesn't go exponential, then we are in a waiting
game to see where this level of cases peaks.

- but more importantly, we want to monitor mortality.

- daily deaths are still trending lower = good
- but the future is uncertain

pete!

this

3,000 US daily deaths ~ —— 7D Avg

US daily COVID-19 Fatalities

2:500

2,000 5 A A B a0%
= since peak

1,500

500

- - - - - - - - T TN T T TR S TR SN TR T T T

Source: COVID-19 Tracking Project and Fundstrat

So at the moment, | don't think COVID-19 is under control in the US. There is a rapid spread of
cases. However, the key issues for me are:

- will daily cases surge exponentially? not yet = good

- 4 states with the fastest growth are: SD, ND, MO and WI --> when cases peak here, we can
say the last of the "surge of new states" is over

- these 4 states are seeing higher daily cases per 1mm than NY did in its worst days, yet daily
deaths are far, far lower

- if mortality remains low, this would be a good thing.
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POINT 1: Daily cases 41,929 up +5,279 vs 7D ago, wary if 7D delta goes exponential
Daily new COVID-19 cases are rising, something apparent for the past few weeks, and rose to

41,929.

- Daily US cases are rising

- This looks like the second wave

- It has not gone exponential, which is a good thing
- But the key to watch is hospitalizations and deaths

= Week -4 (913-9/19) = Week -3 (9/20-9/26) ~ Week -2 (9/27-10/3)  Week -1 (10/4-10/10)
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US Daily Cases
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48 058
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50,023
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Weekday

Source: COVID-19 Tracking Project

Friday Saturday

Again, the daily change vs 7D ago, in our view, is the leading indicator as it is what influences

the 7D moving average.

- As you can see below, the 7D delta in daily cases is rising, but it has not yet gone exponential
- Exponential means we are seeing rapid spread across the US, ala Feb/March

- This has not yet happened, but it could

FS'NSIGHT | www.fsinsight.com

| Page 9


mailto:%20inquiry@fsinsight.com
mailto:%20inquiry@fsinsight.com

fs INSIGHT

a fundstrat company

Thomas J. Lee, CFA
inquiry@fsinsight.com
10/13/2020

US daily new cases rolling 7D delta
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Source: COVID-19 Tracking and Fundstrat

6 states with largest 7D delta in daily cases

lllinois 2742 vs 1,803 (-/D) +889
Indiana 1574 vs 830 +144
Tennessee 2965 vs 2 489 +476
Kansas 2055 vs 1597 +458
Pennsy Ivania 1,088 vs 672 +416
Michigan 1,809 vs 1407 +40)2
Total +3.385
6 states with largest 7D delta in daily cases

North Cardina 1,276 vs 2 28 (-/D) 982
Louisiana b3 vs 230 167
Puerto Rico 228 vs 363 135
Utah 988 vs 1,105 17
Oregon 212 vs 279 -7
New Jersey 469 vs 511 47
Total -1510
FS'NSIGHT | \www.fsinsight.com | Page 10
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Daily Case Increases (by State) (10/12)

% total new cases (state cases/ total US cases)

% total US pop (state population/ total US population)
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Last 3-day Trend
RI's stats on Monday are not available as of SPM ET.

WA didn't report stats on Monday due to data issues.

MQO's stats in the past 3 days are not available due fo database errc
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Pennsyhvania
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New York
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Morth Dakota
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Missouri
American Samoa
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830
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1918

1,356
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1,574 <-higher
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1,088 <-higher
1,066 <-higher
1,029
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T60 <higher
T34 < higher
638
610
507 < higher
576 <-higher
569 <-higher
568 <-higher
504
485 < higher
475 < higher
A72 < higher
469
463 < higher
423 < higher
379 < higher
361 <higher
206 <higher
228
212
191 <-higher
19
158 < higher
153 <-higher
02 < higher
65 <-higher
63
42
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Source: COVID-19 Tracking and Fundstrat
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POINT 2: 4 states highest cases, ND, SD, MO, WI, surpass NY at worst, but deaths way

lower
We highlighted yesterday that 4 states are leading the US breakout. These 4 states have the

highest daily cases per 1mm residents:

- North Dakota
- South Dakota

- Montana
- Wisconsin
Mew Cases (3D Avg) per imm Residents
m United States m Tristate+MARI
mF-CAT m Tag Along (25 States & Territories)

m Still Facing Outbreak (22 States & Territories)

United States _ 156
_——._—-'-—-_

Morth Dakota 423
South Dakota B
Montana 632
Wisconsin 481
Mebraska 429
Ltah 405
lowa 338
Oklahoma 322
Alagka 30
Idaho 306
Wyarning 299
Guam 290
Indlana 263
Tennessee 257
Minnesota 25T
Arkansas 256
Missizsippi 237
Ilingis 230
Alabama 229
Kansas 212
Kentucky 212
Havads 211
New Mexico 195
Morth Carolina 193
South Carolina 172
Colorado 155
Delaware 153
West Virginia 148
Florida 132
Ohio 128
Georgia 126
Virginia 124
Texas 14
Penngylvania 112
Missouri 108
Maryland 107
Disfrict of Columbia 103
Louisiana 103
Arizona 100
California 99
Massachusetls 85
New Jersey 93
Oregon 90
Michigan B7
Washinglon a0
Puerto Rico a0
Rhode Istand T8
Hawaii ir
Mew York 72
Mew Hampshire 65
Connecticut 27
Maine 21
Warrment 1R

Source: COVID-19 Tracking and Fundstrat
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If you look at daily cases per 1mm residents, these 4 states have blown past NY state at NY
state's worst moments (April 2020). And in ND and SD, it is nearly 50% faster spread.

- these states are doing far worse than NY tristate in terms of the case spread

200 o Ny York s Borth Dakots —ss—South Dakota Montana Wisconsin

North Dakotz
South Dakot:

g

g

g

Wisconsin

g8 8

g

Daily Cases per Tmm Residents (7D Avg)

-~ New York

3420 44120 514120 6/4/20 71420 814120 9420 10/420

Source: COVID-19 Tracking and Fundstrat

However, if you look at hospitalizations per 1mm residents, this is a far different story. Current
hospitalizations per 1mm residents is far far lower. In other words, while there are far more
cases in these 4 states, the number of infected persons needing hospitalizations is far far lower.

o News York e Morth Dakota s South Dakota Montana Wisconsin
1,200
E’ 1,000 New York
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34720 44120 514120 64720 TM4/20 8/4/20 Y420 1004420

Source: COVID-19 Tracking and Fundstrat
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And similarly, when looking at mortality, there are far fewer daily deaths per 1mm residents.
These level of deaths is rising, so COVID-19 is deadly and killing people in those states.

- but the level of mortality is much lower

e Mgy YOk e North Dakota e Sguth Dakota Montana Wisconsin
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3420 4420 S/420 6/4/20 Ti420 8/4/20 Y420 10420

Source: COVID-19 Tracking and Fundstrat

As for cumulative cases per 1mm residents, we know that many states with high prevalence
have since seen daily cases slow. This was the case for:

- NY tristate
- FL, CA, AZ, TX, or F-CAT

And it hopefully applies to these 4 states seeing the most rapid breakouts. As shown below, SD
and ND have really high case prevalence already exceeding that of even FL and AZ and

TX. So unless these 4 states, ND, SD, MO and WI, have a different dynamic related to disease
vulnerability, we should expect these states to see cases soon peak.
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Cumulative Cases per 1mm Residents
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POINT 3: The 5 stocks Granny Shots re-balance

The 5 stocks that are added to the Granny Shots and their associated inclusion in one of our 6
active portfolios. As you can see, the Value/Growth tilt and seasonality are the primary reasons
we are seeing these stock additions.
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Ticker Company LN R G
KLAC  Kla Corp . = | 2
oMC Omnicom Group Inc = | = 2
GWW  Ww Grainger Inc . . 2
INTC Intel Corp . | e 2
QCOM  Qualcomm Inc . . 2

Source: Fundstrat

Over the past two years, when looking at the success rate of Granny Shot individual stock
performance, measured as outperforming in a 3-month period, is ~50% (tireless Ken has the
stats). But the Granny Shots collectively are based on finding names with a long-term thesis
that is attractive and the turnover of these names is not that high. Thus, some of these stocks
take time before they gain traction.

We thought it would be helpful to look at the 35-year price charts for these stocks.

KLAC -- long term price chart = looking very good

1004 7 KLA Corp. = Last Price. 214.55. T High.on 08/31/20 21857+ Average 39.9451 | Low on 10/31/90. 14375 M SMAVG (200) . on Closa 674515

1985-1989 1990- 1994 1995-19%9 2000- 2004 20052009 2010-2014 2015-2019
KLAC WS Equity (KLA Corp) SBLK Monthly 29DECIS00- 130CT2020 Copyright® 2020 Bloomberg Finance L2, 12-0ct-2020 21:36:27
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Omnicom long-term chart highlights the massive headwinds from 2020...

&l Omnicom Group Inc - Last Price 53.45 T High on 12/30/14 89.66 - Average 33.4854 L Low on (8/31/84 1.7188
W SMAVG (200) on Close 568124

T

1985-1989 19901994 | 1995-1999 2000- 2004 2005- 2009 2010-2014 2015-2019
OMC U5 Equity (Omnicom Group Inc) SBLK Monthly I90DEC100-130CT2020 Copyrightt 2020 Bloomberg Finance L.P. 12-0ct-2020 21:39:06

WW Grainger, like other Industrials, suggest a vigorous economic recovery underway

100+

& B WW Grainger Inc - Last Price 388.66 T High on 10/12/20 392.525 - Average 87.179 | Low on 07,/31/80 3.859
300 W SMAVE {2000 on Close 174973

T — — — 77— 77— 7% v — —T

1980-1984 1985-1989 1990-1994 | 1995-1999 2000- 2004 2005-2009 2010-2014 | 2015-2009
Gl US Equity (Wi Grainger Inc) SELK Monthly 20DECIS00-130CT2020 Copyright® 2020 Bloomberg Finance L.P. 12-0ct-2020 21:39:37
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Intel looks like it is shaking off its 2020 setbacks...

o
B S

5 Intel Corp - Last Price 53.88 T High on 08/31/00 758135 - Average 19.612% . Low on 11/30/82 0.3411
W SMAVG (200) on Close 29.9539

T T

1985-198% | 1990-1994 | 1995-1999 2000- 2004 2005- 2009 20102014 2015-2019
INTC U5 Equity (Inkel Corp) SBLK Monthly IDECIS00-130CT2020 Copyright® 2020 Bloombera Finance L2, 12-0ct-2020 21:40:02

Qualcomm looks like it is waking up from a 20-year slumber...
21:0 L P P A RS ———

040 7 QUALCOMM Inc - Last Price 126.69 T High on 10/12/20 127.69%6 - Average 37.4333 L Low on 09/30/92 0.3821
I SHAVG (200) on Close 55.659

T T

1991-1994 1595-1999 | 2000 2004 2005- 2009 2010-2014 2015-2019
QCOM US Equity (QUALCOMM Inc) SELK Monthly 290EC1900-130CT2020 Copyright? 2020 Bloomberg Finance L.P. 12-0ct-2020 21:40:24
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Disclosures

This research is for the clients of FS Insight only. For additional information, please contact your sales representative
or FS Insight at http://www.fsinsight.com/.

Conflicts of Interest
This research contains the views, opinions and recommendations of FS Insight. At the time of publication of this
report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not acting as a
broker dealer under any federal or state securities laws.

FS Insight is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a FINRA registered broker-
dealer that is focused on supporting the independent research industry. Certain personnel of FS Insight (i.e. Research
Analysts) are registered representatives of IRC Securities, a FINRA member firm registered as a broker-dealer with
the Securities and Exchange Commission and certain state securities regulators. As registered representatives and
independent contractors of IRC Securities, such personnel may receive commissions paid to or shared with IRC
Securities for transactions placed by FS Insight clients directly with IRC Securities or with securities firms that may
share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements. IRC Securities
does not distribute the research of FS Insight, which is available to select institutional clients that have engaged FS
Insight.

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written Supervisory
Procedures. Notable compliance policies include (1) prohibition of insider trading or the facilitation thereof, (2)
maintaining client confidentiality, (3) archival of electronic communications, and (4) appropriate use of electronic
communications, amongst other compliance related policies.

FS Insight does not have the same conflicts that traditional sell-side research organizations have because FS Insight
(1) does not conduct any investment banking activities, (2) does not manage any investment funds, and (3) our
clients are only institutional investors.

This research is for the clients of FS Insight only. Additional information is available upon request. Information has
been obtained from sources believed to be reliable, but FS Insight does not warrant its completeness or accuracy
except with respect to any disclosures relative to FS Insight and the analyst's involvement (if any) with any of the
subject companies of the research. All pricing is as of the market close for the securities discussed, unless otherwise
stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change
without notice. Past performance is not indicative of future results. This material is not intended as an offer or
solicitation for the purchase or sale of any financial instrument. The opinions and recommendations herein do not
take into account individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report must make
its own independent decision regarding any securities or financial instruments mentioned herein. Except in
circumstances where FS Insight expressly agrees otherwise in writing, FS Insight is not acting as a municipal advisor
and the opinions or views contained herein are not intended to be, and do not constitute, advice, including within
the meaning of Section 15B of the Securities Exchange Act of 1934. All research reports are disseminated and
available to all clients simultaneously through electronic publication to our internal client website, fsinsight.com.
Not all research content is redistributed to our clients or made available to third-party aggregators or the media.
Please contact your sales representative if you would like to receive any of our research publications.

The Yellow Thunderlight over the “BLAST” logo is designed by rawpixel.com / cited from Freepik.

Copyright 2020 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or redistributed
without the prior written consent of FS Insight LLC.

Fs!NSIGHT www.fsinsight.com | Page 19


mailto:%20inquiry@fsinsight.com
mailto:%20inquiry@fsinsight.com
http://www.fsinsight.com/

