FSnotes on Equity Markets

2021 Strategy Outlook

Exiting ‘Greater Depression’
= cycle reversion

Key to 2020: Key to 2021:
SYMMETRY CYCLE REVERSION

Speed decline = recovery Profits + Capex + VIX

+14% +13-15%
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SAVE THE DATE: 2021 Outlook upcoming webinars

Date Webinar Time

12/21/2020 Tom DeMark 3pm ET
2021 Market Update

1/12/2021 2021 Technical Outlook 3pm ET
Rob Sluymer
1/20/2021 2021 Global Portfolio Strategy Outlook 3pm EDT

Brian Rauscher

Feb 2021 2021 Bitcoin and Digital Asset Outlook 3pm EDT
Thomas Lee and David Grider

ource: FSInsight
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EXECUTIVE SUMMARY

2021 is ‘Cycle reversion’ as much as 2020 was about ‘symmetry.’
Reversion—> VIX, margins, capital spending, consumer demand, Value vs Growth

2021 is year+1 of start of a new economic expansion. Pent-up demand + massive
‘relief’ and celebration of pandemic finale could lead to substantially stronger than
expected GDP recovery. This is what the resilience of equities in 2020 seem to
suggest.

Epicenter (aka Cyclical) profit margins will likely outperform consensus in 2021-
2022 due to massive cost re-engineering this year. 2022 EPS >$200 (per Brian
Rauscher).

Real interest rates -6.0% in 2021-2022, the lowest in more than 60 years. Massive
tailwind for asset heavy companies and best time to outperform Growth (Slide 42)

Volatility to decline substantially in 2021-2023, with VIX sinking below 20 and VIX
futures normalizing. This is a major risk-on signal for Cyclicals (aka Epicenter) with
84% win-ratio (Slide 31).

“Pause that refreshes” -- We expect S&P 500 to stall between Feb-April 2021,
correct ~10% to 3,500 before surging into YE 2021 (Slide 11).

Our YE 2021 Target is 4,300, based upon 20.5X-21.0X 2022 EPS of $204-$210.
Our top 3 favorite sectors are: Industrials, Discretionary and Energy

fs INSIGHT For Exclusive Use of FSInsight Clients Only

a fundstrat company




RISK: A lot can go wrong...

X. .
« The future is uncertain '‘What kind
. COVID-19 could mutate of a sick
- Mink strain

society are
* Election turmoil redux? we |iViI‘lg
» Vaccine doesn’t work in when

» USD crashes nice is

on
* Interest rates surge bad .

+ |IPO bubble?

» Retail stock trading bubble?
* People are too bullish
» Congress goes after US Big Tech

* Biden has health issues

Hackers
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2020: World got ‘lucky’ as 2020 is worse than any disaster movie
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Global economy shutdown
Recession > Great Depression

Fed throws out playbook

L\ * Largest fiscal stimulus ever
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W __ -« Stock market crash

e Contested election

Source: Fundstrat, Bloomberg, Factset
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Disclosures

This research is for the clients of FS Insight only. For important disclosures and rating histories regarding sectors or companies that are the subject of this report, please contact your sales representative or
FS Insight at 150 East 52nd Street, New York, NY, 10022 USA.

Analyst Certification (Reg AC)

Thomas J. Lee, the research analyst denoted by an “AC” on the cover of this report, hereby certifies that all of the views expressed in this report accurately reflect his personal views, which have not been
influenced by considerations of the firm’s business or client relationships.

Neither |, nor a member of my household is an officer, director, or advisory board member of the issuer(s) or has another significant affiliation with the issuer(s) that is/are the subject of this research
report. There is a possibility that we will from time to time have long or short positions in, and buy or sell, the securities or derivatives, if any, referred to in this research

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight . As of the time of writing and publication of this presentation, FS Insight does not know of, or have reason to know of any

material conflicts of interest at the time of the publication of this presentation. The Company has no contractual relationship, nor have we received any compensation from any of the companies listed in
this research report.

Analyst Industry/Sector Views

Positive (+): The analyst expects the performance of his industry/sector coverage universe over the next 6-18 months to be attractive vs. the relevant broad market benchmark, being the S&P 500 for
North America.

Neutral (N): The analyst expects the performance of his or her industry/sector coverage universe over the next 6-18 months to be in line with the relevant broad market benchmark, being the S&P 500 for
North America.

Negative (-): The analyst expects his or her industry coverage universe over the next 6-18 months to underperform vs. the relevant broad market benchmark, being the S&P 500 for North America.
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
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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
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