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Before FOMC Week, Plenty of 'Dry Powder'

This week, we saw the last two inflation-data releases before the next meeting of
the Federal Open Market Committee (FOMC) on Wednesday, March 20. Though
neither came in soft, equity markets stayed nearly flat. Our current rally has now
continued for 20 weeks, but in the view of Fundstrat Head of Research Tom Lee,
“While this rally is certainly mature (compared to the 16-19 week duration of the
last two rallies), there remains a substantial amount of dry powder to fuel further
gains.

Based on his conversations with clients, Lee believes current sentiment remains
skeptical, not bullish enough warrant apprehension of an imminent end to this
rally. In his view, the flows are supportive as well: even with positive net equity
flows, there remains a record $S6.1 trillion in cash on the sidelines. “In our view, a
‘buy the dip’ regime remains,” he said.

Also supportive of Lee’'s continued constructive view of this rally are positive
technical signals. As Head of Technical Strategy Mark Newton says, “Uptrends and
momentum are intact and positive, and | haven't seen the warning signs that
typically suggest this rally is nearing its end.” To put this in more actionable terms:
“Technically speaking, | agree with Tom that any volatility should lead to buying
opportunities back to new high territory, and it's still expected that further gains
above 5200 are likely in SPX in the next couple of weeks, which might reach
5250-5300 ahead of a possible period of consolidation.”

@ Live Webinar with Tom Lee

“Super Granny" Shots Monthly Update

The Most Timely of Our Granny Shots
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Chart of the Week

Core CPI: Top 10 Categories by %MoM Acceleration Jan-Feb Vs. Oct-Dec.
Oct 23 - Feb 24

a b ba

CPI %MoM Feb CPl Release

CTGto

Oct Nov Dec Jan Feb Avg Avg Care CPI
Category '23  '23  '23  '24  '24  Oct-Dec Jan-Feb Delta %m/m m/m
Core CPI 0.24 031 028 039 036 0.27 038 0.10 0.36 0.36
1 Car and truck rental -1.32 202 133 074 383 -15 155 | 3.10 3.83 0.01
2 Leased cars and trucks -1.02 474 -539 -149 566 -056 2.08 | 2.64 5.66 0.04
3 Other lodging away from home including hotelsar -260 059 013 241 013 -102 127 | 2.29 0.13 0.00
4  Airline fares 0.69 022 086 140 357 0.45 249 | 2.04 3.57 0.3
5 Postage and delivery services -039 0.09 007 123 220 -0.14 172 | 1.86 2.20 0.00
6 Education and communication commodities -1.27 -255 0.19 062 024 -1.34 043 1.77 0.24 0.00
7 Public transportation ex-Airline fares 003 097 -263 114 L77 -1.19 0.9 1.37 -0.77 -0.00
8 Internetservices and elecironic information provi -0.13 0.23 0.09 1.19 131 0.06 1.25 1.19 1.31 0.02
e SRR e 042 076 | 1.18 0.99 0.01
10 - = 033 028 | 0.61 -020 -0.01
+  When did Iodgmg and oo e fes] o oo
12 0.06 059 | 053 039 0.1
13 = u ? 0.25 0.77 L 0.52 0.45 0.01
14 airlines explode, 013 03 0B 0w 00
15 . o 0.01 024 023 -0.19 -0.00
1 = 0.51 0.66 0.14 027 -0.01
1 -0.21  -007  0.14 0.55 0.02
. Why are internet costs =% 7 i i3 &%
1 0.44 051  0.07 0.44 0.19
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The February CPI report, released on Tuesday, came in hot, in part due to residual
seasonality spilling over from January, when many vendors implement annual
price increases. However, Fundstrat Head of Research Tom Lee also questioned
whether some components in the February CPI report accurately reflect prices in
the real world. When looking at the top contributors to infiation acceleration (shown
in our Chart of the Week), Lee skeptically and rhetorically asked: “In the last two
months, did these suddenly become meaningfully more expensive? Did lodging
and airline fares, and postage, delivery and internet services suddenly explode in
cost?” Similar questions could be asked about the other components highlighted.

(F fsinsight page 2

powered by fundstrat



(5 ' M FSISnapshot July 10, 2024

Recent # FlashInsights

[fsi-flash-insights]

FSI Video: Weekly Highlight

Macro

Minute_

Thomas J. Lee, CFA
Co-Founder, Head of Research

Key incoming data

n 3/12-8:30-amET+eb-CPiSlightly Hot (as anticipated)

= 3/18 8:30 am ET: Mar New York Fed Business Activity Survey
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https://vimeo.com/923150808/55978f5f88?share=copy
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3/18 10:00 am ET: Mar NAHB Housing Market Index
3/19 9:00 am ET: Mar Mid-Month Manheim Used Vehicle Index

3/20 2:00 pm ET: Mar FOMC Rate Decision

3/218:30 am ET: Mar Philly Fed Business Outlook Survey
3/219:45 am ET: Mar P S&P Global PMI

@ Live Webinar Friday, March 8 @ 11am ET

Fireside Chat with Tom Lee )
& Jens Nordvig

Tom Lee.CFA  jens Nordvi
WatCh the Repla.y Head of Research, P ccog
Fundstrat Exante

Stock List Performance

Year to Date Granny Shots Performance

In the News

[fsi-in-the-news]
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at 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 Secuirities,
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, and (2) does not manage any
investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
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to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

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.

Copyright © 2024 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.
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