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COVID-19 UPDATE: Election night -- betting markets flip to Trump.
Cyclical portfolio for Biden (23 stocks) vs Trump (27 stocks). New
study affirms T-cell immunity

THIS MESSAGE IS BEING SENT SOLELY TO CLIENTS OF FS INSIGHT

STRATEGY: Cyclical trade: Trump vs Biden portfolios. Trump favored

The focus of this note is the 2020 Election results. We will be sending this note without having
any conclusions on the winner of the White House and the outcome for the Senate. Polls and
the media have been calling for a Biden/Blue wave landslide. And early voting results so far,
are not really showing this.

In fact, betting markets have completely flipped with Trump favored at 69.5%.
- Equity futures are up and NASDAQ >3%

- We think strongest rally would be a "surprise" Trump win and equities rally 15%-17% into YE
- This looks like the scenario at the moment
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To me, the biggest takeaway is the massive, absolutely massive failure of polling. This is a big
money business and is used to influence behavior and financial markets. And these polls have
been dead wrong again -- an indictment of polling. Our Washington Strategist, Tom Block, has
not trusted polls in the world of cell phones (geolocation) and social media.

How can all these "live polls" get 1,500 results per week? This implies 33% US contacted
during a 33-week election cycle...

In fact, | personally do not know a single person who has ever been contacted by a pollster. Not
one. And when | did a twitter poll on this subject, only 5% said they ever got contacted for an
election poll.

This is why the poll math simply doesn't make sense. Here is my "back of the envelope" math:

# polling firms 30
avg sample 1,500
% calls answered 5%

Total calls/ week 900,000/week

# weeks 33
# eligible voters reached 33 million
% voters 33%

So, if 30 polling firms conduct real polls weekly, we should have been about 33% of eligible
voters contacted. By my observations, | know zero. And | never ever received a call or did a
poll. And according to my twitter poll (~10,000 responses), only 500 ever got contacted.

Does this math make sense? | really wonder who is answering these polls.

Cyclical stocks are the best bet either way into YE and maybe in 2021...

We have written about the fact that cyclical stocks might be the best bet into YE, post-

election. And of course, the fact that equities are likely to rally into YE (Santa Claus + stimulus
+ cash on sidelines). And regardless of who wins the White House, below is the rough timeline
for markets into YE.

- into YE, fiscal stimulus fuels a cyclical rally
- early in 2021, economic momentum should be stronger, coupled with easing COVID-19 fears
= cyclical rally
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Source: Fundstrat

Cyclical Portfolio based upon either a Biden or a Trump win...
Our data science team, led by tireless Ken, calculated each sector's sensitivity to either election
betting odds for Biden or Trump (not exactly inverse in each case). The betting odds are shown
below, based on the data aggregated by electionbettingodds.com.
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Source: Probability calculated from the betting markets (betfair.com)
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Top 30 industries positively correlated to a Biden win...
The 30 industries most positively correlated to a Biden win are shown below. This is based upon
"beta" to Biden movements in the betting markets. The top 5:

- Healthcare supplies

- Diversified real estate
- Brewers

- Motorcycles

- Social media

Top 30 industry by beta between daily chg. of Biden's odds of winning vs. daily index return (since June 2020)

Internet & Direct | Life Sciences
Marketing Retail Tools & Homefurnishi... | Drug Retail

Motorcyae 0.22 Services 0.21 Retail 0.21 0.21

Manufacturers 0.28 | Gold 0.25

Health Care

Supplies 0.42 Consumer

Diversified REITs | Electronics | DEpamment

Interactive Media & 021 Stores 0.18

Services 0.28 0.24

Diversified Real Oil & Gas

Estate Activi 0.31 Mortgage REITs Refining & Health Care
0.26 Marketing 0.24 Services 0.20

Technology
Residential REITs Distributors
Brewers 0.30 0.26 Office REITs 0.23 0.19

Source: Fundstrat and electionbettingodds.com
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For Trump, the following are the 30 most correlated to Trump betting odds. The top 5 are:

- Mortgage REITs

- Leisure facilities

- Oil & gas transportation

- Hotels, resorts, cruise lines

- Oil & gas refining and marketing

Interestingly, it looks like Cyclicals are actually more strongly tied to a Trump win compared to a
Biden win.

Top 30 industry by beta between daily chg. of Trump's odds of winning vs. daily index return (Since Nov 2019)

Other
Diversified
Distillers 8 Casinos & Financial

Hotel & Resort
e SO | Vintners 024 | Gaming 024 | Services 024 | Airlines 0.23

REITs 0.29
Oil & Gas :

Storage &
Transportation
0.44 Asrospace Footwear
Food & Defense 018

- - 022
Mortgage REITs Distributors 0.28
.66

Hotels, Rezorts

& Cruise Lines Oil & Gas -
0.31 Equipment & Homebuild... | Diversified

0.21 Banks 0.19

Services 0.27

Oil 8 Gas
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048 Marketing 0.29 | Services 0.25 Production...

Source: Fundstrat and electionbettingodds.com
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STOCK LISTS: BIDEN VS TRUMP

23 “Biden White House” Stock ideas
Tickers: GRMN, UEIC, AAN, RH, BKNG, EXPE, HOG, NEM, RGLD, JOE, PSB, WRE, JBGS,

OPI, AlV, CPT, SAM, WBA, CCRN, CVS, AVNS, VIVO, LMNX

Company information Fundamentals & Valuation
YTD perf 2021E  2021E
Current Mkt cap (relative to sales EPS PiE
Ticker  Company name Price {5 mm)  S&P 500) growth @ growth ™ ['21E)  ROE
Consumer Electronics GRMM Garmin Ltd §11062 321,155  9.1% T% 6% 221x 2%
UEIC Universal Electronics Inc $38.57 §537 -30.5% 9% 21% Box 1%
Homefumishing Retail AAN Aaron' S Holdings Co Inc 85558  $3,755 -7.0% T% 2% 108x -12%
RH Rh $359.74  §7,020 B4 2% 107 12% 106x —
Intemet & Direct Marketing Re BEMG Booking Holdings Inc $1,66958 3568367 -230% 49 2848% 253x  55%
EXPE Expedia Group Inc 59880 $13,953 -129% 44 118% T9Tx -52%
Motorcycle Manufacturers HOG Harley-Davidson Inc $33.33 55,108 -147% 21% 110% 120x —
Gold MEM Newmaont Corp 6667  $53,560 40.2% 27% TO% 143x  12%
RGLD Royal Gold Inc $121.69 57,983 -4 7% 20 4B% 333x O
Diversified Real Estate Activi JOE &t Joe Co/The 82678 B15FT 30 8% — — #UA T
Diversified Reits PsB P= Business Parks Inc/Ca §123.58 53,397  -29.3% 2% -B% 3T9x  16%
WRE Washingion Reit $1917  §1,579  -3B6% % 114% nm &%
Office Reits JBGS Jbg Smith Properties §2475 53,2779 -422% T% R nm 1%
an Office Properties Income T $19.73 %053 -42.0% 2% -T0B% nm L.
Residential Reits Al Apartment Invt & MgmtCo-A 52696 354013 -521% 2% -118% nm Bl
CPT Camden Property Trust §98.38  §9.582  -116% 1% 13% TO4x 5%
Brewers SAM Boston Beer Company Inc-4  §1,003.80 512,289  1614% IT% 45% 449 2%
Drug Retail WEA Walgreens Boots Aliance Inc $37.37  §32,350  -200% 3% 1% 7 .Bx 2%
Health Care Semices CCRN Cross Country Heafthcare Inc 5B 26 5310 -33.2% 1% 36% 405x  13%
Cve Cvz Health Corp 5045 577,802 -24.3% . 4% The  13%
Health Care Supplies BVNE Avanos Medical Inc $40.32 1,929 15.4% &% 63% 365x 1%
VIO Meridian Bioscience Inc §18.40 5789 B4 1% % -11% 198x  21%
Life Sciences Tools & Services  LMNX Luminex Corp 52296 51,064 -5.1% % 5% 299x 2%
Average £14 450 0.1% 12% 4% 200x  B%
Median #M013 -129% 6% 12% 23T T%
% of stocks positive &1 B6% 3% B6%

Source: Fundstrat
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27 “Trump White House” Stock ideas

Ticker: LVS, MGM, PHM, TOL, CCL, NCLH, RCL, MAR, HLT, WH, WYND, SIX, LMT, NPK,
DAL, JBLU, LUV, MTRX, NOV, EOG. PXD, GPRE, REGI, AGNC, NYMT, RMAX, ANDE

Company information Fundamentals & Waluation
¥TD perf 2021E Z021E
Current Mkt cap (relative to sales EPS P/E
Ticker  Gompany name Price  ($mm! S&P 5000 orowth ¥ growth ¥ 21BN ROE
Casines & Gamino LVE Las Vegas Sands Corp $40.02  F3T,443 0 -23an 171% 178% N4 -13%
MGM Mgm Resorts International $21.75  $10,743 -33.9% T3% 63% nm 2%
Hoemebuilding PHM Pultegroup Inc $43.15  $11,568 18% 1™ 7.5m 3%
TOL Toll Brothers Inc 34471 35,642 24% 51% 0.6x ]
Hotels, Resorts & Cruise Lines CCL Carnival Corp 1271 £11.327 1% 45% nm -34%
NCLH Morwegian Cruise Line Holdin -~ $16.55  $4,561 B6% 44% nm -39
RCL Royal Caribbean Cruises Ltd $57.57 %1285 103% 5% nm -
MAR Mamiot International -C1 A $06.00  £31,162 46% 975% 35 .6x —
HLT Hiton Workdwide Holdings In~ $00.65  $25,138 % 56% T62% 41.1x —
WH Wyndham Hotels & ResortsIne $50.41 34,697 0% 7% 132% 2B -G%
WYND Wyndham Desfinations Inc $35.10 #3014 4% 42% 350% 0ix —
Leisure Facilities Sl Six Flags Enterkinment Corp $23.08 1,961 1% 168% T8% nm —
Aerospace & Defense LMT Lockheed Martin Corp $363.44 £101,885 -10.0% 4% T 120 148%
NPK Mational Fresto Inds Inc $83.03 $580 i — — ENiA 14%
Airlines DAL Diefta Air Lines Inc $3090  $19,706 B4% 08% nm -114%
JBLU Jethlue Airways Corp $11.97 3,261 B1% B4% nm -19%
Luwv Southwest Airlines Co $38.85 $EP O3l T0% 104% nm -1
il & Gas Equipment & Services  MTRX Matrix Service Co $8.50 225 -13% 133% Wi -10%
NOV Mational Dilwell Varco Inc $0.07 $3,522 9% -113% nm -18%
0il & Gas Exploration & Produc EDG Eog Resources Inc $35.02  $20,390 16% 177% 7.0 %
FXD Pionser Natural ResowcesCo $82.20  $13,518 8% 261% 16.2x 4%
il & Gas Refinino & Marketing GPRE Green Plains Inc 31402 532 18% 134% M7 -13%
REGI Renewable Energy Group Inc $54.73 32150 % 53% 0.1z  6&3%
Morioaose Reits AGNC Agnc Investment Corp 1304 7,600 26% -10% 6.2 -3%
NYMT New York Mortgage Trustlne  $270 $1,018 -152% 136% afx  -23%
Real Estate Services RMAX Re/Max Holdings Ino- 01 A $3348 $1,0E7 10% 18% 15.5x 4%
Food Distributors ANDE Andersons Inc/The $22.43 740 % 640% 128 -1%
Averaoe $13.299 -31.9% 40% 179% 186 2%
Median $5,642 36.4% IT% 1% 1552 4%
% of stocks posifive 11% B8% 9% H%

Source: Fundstrat
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POINT 1: Daily cases 86,252, +15,090 vs 7D ago -- 7D delta still rising

The latest COVID-19 daily cases came in at 86,252, up +15,090 vs 7D ago. Daily cases are still
rising non-parabolically in the US. This is a contrast to Europe. Given the election is the focus
tonight, we are not going to spend too much time on this.

u Week -4 (10/4-1010) = Week-3 (10/11-1017) =~ Week -2 (10/18-10/24)
Week -1 (10/25-10/31) W Current Week (11/1-117)

120,000

100,000
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Weekday
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US Daily Cases
2 =
g 2

5
2

Source: COVID-19 Tracking Project and Fundstrat

7D delta cooled off over the weekend... the weekend effect?

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

- Daily cases are rising vs 7D ago,

- last week, it looked semi-parabolic

- over the weekend, it looks a lot better

- is this the weekend effect?
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US daily new cases rolling 7D delta
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6 states with largest 7D delta in daily cases
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linois 6,516 vs 4,000 (-7D) +2 516
Ohio 42729 vs 2509 +1,720
Minnesota 3476 vs 2,164 +1 312
Colorado 2,962 vs 1433 +1129
Indiana 2881 vs 1,983 +898
California 4044 vs 3188 +856
Total +8 431
6 states with largest 7D delta in daily cases

South Carolina 826 vs 1,061 (-7D) 23
Massachusetts 1036 vs 1,260 224
Mississippi bd4 vs 854 210
Tennessee 1770 vs 1908 -138
Arkansas 920 vs 651 -131
Maryland 771 vs 897 -126
Total -1.064

Source: COVID-19 Tracking and Fundstrat
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Daily Case Increases (by State) (11/03)

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

% total US pop (state population/ total US population)

United States
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Sorted

Last 3-day Trend
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651 7a7 464 520
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421 480 232 423
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263 403 B64d 345 <-higher
134 130 106 128
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3 0 2 T <-higher
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Source: COVID-19 Tracking and Fundstrat
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POINT 2: Hospitalizations rising but the "coefficient" is still only 1%

While COVID-19 cases are soaring and hospitalizations are rising, the rate of incremental
hospitalizations is still shockingly low. That is, we are at all-time high in cases, yet, only about
1% of incremental cases are being hospitalized.

- this figure has stayed flat as a pancake at 1%
- this was >3.3% in wave 2
- and was >13% in wave 1

So COVID-19, while seeing a massive rise in cases, is not creating incremental healthcare
severity that we saw in the prior waves.

411120 & United States = === 7-Day Average Net Hospitalization Rate (50 States + DC)
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Source: COVID-19 Tracking and Fundstrat

But the total number hospitalized patients keeps rising. So the absolute level of patients is going
up and this tells us that there is still a growing burden of those needing care. But the number of
cases is far higher in this wave than wave 1 and wave 2, and we should expect more to be
hospitalized.
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US Net Hospitalizations (aggregate of 50 states + Washington, D.C.)

US Current Hospitalizations — 7D Avg
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And this hospital burden is primarily in the wave 3 states. As shown below, the number of
hospitalized in wave 1 and wave 2 states is nowhere near their prior peaks.

- the upper chart is hospitalized in absolute numbers
- the lower chart is hospitalized per 1mm residents
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POINT 3: New study finds 100% of infected have T-cell immunity --> big deal

The UK Coronavirus Immunology Consortium (UK-CIC) published an important study on T-cell
immunity today. The timing is unfortunate because it is going to be lost among all the focus on
the 2020 Presidential election. Still, we want to highlight some key points:

d2CNBC Q

HEALTH AND SCIENCE

Immune cells are responding to Covid six
months after infection, study finds

PUBLISHED TUE. NOV 3 2020.8:01 AM EST UPDATED & HOURS AGO

Holly Ellyatt
BHOLLYELLYATT

siare f W in =4

KEY POINTS

* Cellular, or “T-cell,” immunity against Covid-19 is likely to be present
within most adults six months after primary infection, a new study
said.

* Research by the U.K. Coronavirus Immunology Consortium (UK-CIC),
Public Health England and Manchester University NHS Foundation
Trust has found “robust T-cell responses” to the coronavirus virus six
months after infection.

https://www.cnbc.com/2020/11/03/t-cells-responding-to-covid-19-six-months-after-infection-
study-finds.html? source=iosappshare%7Ccom.tinyspeck.chatlyio.share

- 100 individuals studied
- 100% had T-cell response showing "robust cellular memory"
- Strongly supports the argument of herd immunity
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This latter point is key. And tying in the fact that Southeast Asians have not experienced
COVID-19 the same way seen in the Western world, suggests that t-cells might explain this as
well. If herd immunity exists, particularly via T-cells, this supports much of the work done by
other scientists, which had been "discredited” by mainstream media. In fact, many scientists
have openly questioned whether this was true. So this study is a positive development.

The potential for t-cell herd immunity also suggests that we could see COVID-19 reach that
infection break point that many are looking for.

The study was published on November 2, 2020. And the front page is shown below. T-cells are
the long-term memory of the immune system. Prior studies showed that antibodies to COVID-
19 faded quickly. But if t-cell memory remains in place, the body maintains some level of
immunity.

FS!NSIGHT | \www.fsinsight.com | Page 16


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

inquiry@fsinsight.com

a fundstrat company

fs |NS|GHT Thomas J. Lee, CFA

11/4/2020

Cellular immunity to SARS-CoV-2
found at six months in non-
hospitalised individuals

2nd November 2020

Cellular (T cell) immunity against
SARS-CoV-2 is likely to be
present within most adults six
months after primary infection, a
new pre-print on bioRxiv

suggests. The research from the !
UK Coronavirus Immunology :
Consortium (UK-CIC), Public

Health England and Manchester
University NHS Foundation
Trust demonstrates robust T cell
responses to SARS-CoV-2 virus
peptides at this timepoint in all
participants following asymptomatic or mild/moderate COVID-19
infection.

UK Coronavirus Immunology Consortium

A key question is whether previous infection with SARS-CoV-2 results in
immunity to reinfection, and if so for how long. The immune system is
extremely complex and there are many different potential routes
whereby it can generate immunity to a disease post-infection. This
study examines the role of T cells in contributing to immunity against
SARS-CoV-2 at six months post infection.

https://www.uk-cic.org/news/cellular-immunity-sars-cov-2-found-six-months-non-hospitalised-

individuals
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The key statement is below. The study ended at 6 months, so it is not saying T-cells only last
six months.

“To our knowledge, our study is the first in the world to show
robust cellular immunity remains at six months after
mwmuals who experiencem
mild/moderate or asymptomatic COVID-19. Interestingly, we

https://www.uk-cic.org/news/cellular-immunity-sars-cov-2-found-six-months-non-hospitalised-
individuals
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