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Why the VIX is key for investors during Mideast turmoil

The S&P 500 has closed out its third consecutive down week, and stocks were
already under pressure before the week began, with shrinking expectations for
rate cuts from the Fed and a recent CPI print that came in hot. Then on Sunday
(April 14), Iran launched an attack of unprecedented scale against Israel,
launching 300 drones and missiles — although nearly all were successfully
intercepted.

As the week began, the S&P 500 was already below its 20-day moving average
(20 dma), and right around its 50 dma. Fundstrat Head of Research Tom Lee
described the instinct for investors to de-risk after the attack as both “knee-jerk”
and “reasonable,” and although the pullback in markets have created an
attractive longer-term opportunity in his view, the surge in the VIX - a key
index of market volatility- makes Lee markedly cautious right now.

He observed that as long as the immediate risk of escalation evaporates, as we
obviously hope it will, markets will eventually get comfortable with the idea of a
simmering conflict. “That's an unpleasant and uncomfortable thing to say.” he
acknowledged, “but it is reality. This is what happened with the Russia-Ukraine
war.” However, “The VIX s telling_us that we need to take this extra slowly, that
there's still more de-risking ahead,” he said, repeating the word “slowly” for added
emphasis. Ultimately, and looking tentatively at a time frame of two weeks to a
month from now, Lee would like to see VIX make a sustainable move back below

18, with oil prices remaining subdued. And of course, for many reasons, “we want
to see further escalation avoided,” he said.
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https://fsinsight.com/academy/why-getting-sentiment-al-isnt-such-a-bad-idea/
https://fsinsight.com/academy/what-is-the-vix-and-how-does-it-work/
https://fsinsight.com/academy/what-is-the-vix-and-how-does-it-work/
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From a strictly technical perspective, Head of Technical Strategy Mark Newton is
not particularly worried about recent market movements. For him, “the most
important catalyst from a technical perspective to watch for in the weeks ahead
concerns a turn back lower in the US Dollar and Treasury yields. It's thought that
when cycles start to project lower for yields between late April and August, that
indices should respond positively.

Head of Digital Asset Strategy Sean Farrell is in agreement on yields pulling back
some time after May, albeit for different reasons. Post-April 15, some projections
suggest that federal tax receipts could approach record highs this year, and if
so, “We could see [Treasury Secretary Janet] Yellen come out and overweight
issuance for the rest of this quarter and next quarter towards bills [shorter-term
debt] so that she can reduce the coupon issuance [longer-term debt]” With less
longer-term debt being issued than perhaps the market is currently pricing in, this
could “bring yields down and smooth out volatility, a good setup for crypto and
equities.’

Sean Farrell’s Crypto Market Update

April 23,2024 @ 11lam ET
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Core CPIl %YoY vs Median Component of Core CPl %YoY
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Fundstrat Head of Research Tom Lee believes that the Fed will be more dovish
that consensus expects. Despite a hotter-than-expected headline CPl number in
March, the internals of the latest CPI release confirm inflation continuing to fall. As
our Chart of the Week shows, the median infiation rate for all of the various
components that make up CPI continues to fall and is at 1.76%. The gap between
the median component and the headline number has widened over the past year
and is further evidence that only two components - housing and auto insurance -

are keeping the overall CPI elevated while the rest of infiation declines. Lee
believes the Fed will recognize this.
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https://vimeo.com/936036401/0ed5b46117?share=copy
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@ Live Webinar with Tom Lee

Granny Shots & Market Update Webinar

The Most Timely of Our Granny Shots
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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 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, 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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