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It's politics...U Mich inflation surge solely political divide. Rep
see +0.1% vs Dems see +4.2%... Yup

Tom Lee, CFA AC

HEAD OF RESEARCH

@Li\re Webinar with Tom Lee & Mark Newton

Market Update & Top Stock Ideas

Large Cap Stock Ideas + SMID Granny Picks

Wednesday, Jan 15

Reserve Your Seat TomLee, CFA  Mark Newton, CMT
1pm ET Head of Researc h Head of Technical Strategy

Equity markets are under selling pressure due in part to a solid jobs report (actually
a good thing) and intensified by a “really hot” U Mich consumer inflation survey
reading with a surprise rise to +3.3% (1-yr) from +2.8% last month:

= This U Mich data point intensified selling of equities and pushed rates higher
because this suggests that US consumers are expecting accelerating
inflation.
- Jan U Mich 1-yr 3.3%
- Dec U Mich 1-yr 2.8%
- Nov U Mich 1-yr 2.6%
- Oct U Mich 1-yr 2.7%
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= However, as the data below clearly highlights, this is solely due to the political
divide and the election of Trump to the White House. Consider:
- Month....Dem....Rep
- Jan F4I2%4 0.1%
- Dec +3.1% +1.3%
- Nov +1.8% +2.6%

- Oct +1.5% [HSI6%

= Notice the very obvious pattern? | can spell it out:
- Democratic respondents: suddenly inflation explodes from 1.5% (Oct) to
4.2% (Jan)
- Republican respondents: suddenly inflation collapses from 3.6% (Oct) to
0.1% (Jan)

= How do respondents see a complete flip in inflation views? Ummm...

= To me, this means this U Mich inflation survey looks “very political” because
the only change between Oct to now is the Republicans taking the White
House and Congress and the Harris White House loss.

= The Dec jobs report came in at +256k vs +165k consensus. This is a strong
number but wages holding at +3.9% YoY. And as Chicago Fed President
Austin Goolsbee noted, this is not a level associated with wage-driven
inflationary pressures.

Bottom line, this is turbulent for markets near-term.

As Mark Newton, Head of Technical Strategy, noted, we are potentially targeting
S&P 500 5,700 near-term but then markets could reverse higher into inauguration
(1/20). But keep in mind, we don't see fundamentals changing due to this U Mich
report nor the Dec jobs report.

= VIXis near 20, which is a sign of panic and a sign we are nearing a bottom

= First 5 days were positive for 2025, a good omen for the year

= But please be aware this U Mich survey looks completely polluted by political
vViews.
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Jan 10, 2025 at 11:35AM EST
Ee Inclusion data... Performance...
fu nd Current Inclusion Relvs
Ticker (s) price Date added price # Days Absolute S&P 500
Tactical Overweights
B Long Homebuilders October to April T8 1012 101824 1293 84 22%  21%
Rationale:
Since 1999, homebuilders gained 18.7%
on average from late Octoberto April
next year, outperforming by 1,226bp
2025 Overweights
1 Small-caps IWM 216.1 121024 236.7 31 -9% 5%
1 Financials XLF 47.3 121024 497 31 -5% 1%
- Regional Banks KRE 58.0 121024 65.5 31 -1% -8%
1 Bitcoin/Bitcoin-Related BTC 93,792 12110124 96,911 31 -3% 0%
2 Industrials XL 1313 121024 139.0 31 6% 2%
3 Technology XLK 228.0 121024 236.0 31 -3% 0%
- FAANG stocks NYFANG+ 12,950 121024 12983 31 0% 3%
3 Communication Services XLC 95.8 121024 100.3 31 -4% -1%
Consumer Discretionary XLY 220.4 12110124 2324 31 -5% 2%
Real Estate/REITs XLRE 394 121024 432 31 -9% -5%
2025 Underweights
1 Consumer Staples XLP 76.4 1211024 826 31 7% 4%
* Market cap figures for IBP, KRE, and sectors are the respective ETF market caps.
Source: Fundstrat and Bloomberg
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? Jan 10, 2025 at 11:35AM EST
f Inclusion data... Performance...
Und Price When  Current Relvs
Ticker MarketCap  P/E Yr+1 Date added  Added Price Absolute S&P 500
Top 5 Ideas
1 Palo Alto Networks Inc PANW 113,063 46.8x 11/25/2024  193.19 172.30 -108%  -8.0%
2 Meta Platforms Inc META 1,553,900 23.6x 9/24/2024  563.33 615.31 9.2% 7.8%
3 Block Inc SQ 51,203 18.4x 11/25/2024 90.75 82.61 -9.0% -6.1%
4 JPMorgan Chase & Co JPM 674,499 13.8x 11/25/2024  250.29 239.58 -4.3% -1.4%
5 TeslalInc TSLA 1,245,503 119.9x 9/24/2024  254.27 388.00 52.6% 51.1%
Bottom 5 Ideas
1 Boeing Co/The BA 125,413 1190.4x 9/24/2024 155.81 167.85 7.7% 6.3%
2 Alibaba Group Holding LI  BABA 193,237 8.4x 11/25/2024  85.58 81.13 -5.2% -2.4%
3 NIKE Inc NKE 106,113 27 .6x 9/24/2024 87.46 71.74 -18.0% -19.4%
4 Pfzerinc PFE 152,669 9.3x 9/24/2024 29.50 26.94 -8.7% -10.1%
5 TargetCorp TGT 65,011 15.4x 11/25/2024  130.53 141.88 8.7% 11.5%
? Jan 10, 2025 at 11:35AM EST
Inclusion data... Performance...
fl.l nd Relvs
Price When  Current Russell
Ticker Market Cap  P/E Yr+1 Date added  Added Price Absolute 2500
SMID Super Grannies *y
1 IES Holdings Inc IESC 4,320 - 11/25/2024  279.68 215.94 -22.8% -13.4%
2 Sterling Infrastructure Inc STRL 5,001 25.1x 11/25/2024  196.33 162.84 -17.1% -1.7%
3 Applied Industrial Technologie AIT 9,381 22.9x 11/25/2024  278.55 244.01 -12.4% -3.1%
4 United States Lime & Minerals  USLM 3413 - 11/25/2024  148.55 119.36 -19.6% -10.3%
5 Hims & Hers Health Inc HIMS 5412 24.6x 11/25/2024 31.35 2477 21.0% -11.6%
SMID Sleeper Grannies ¥
1 Wiliams-Sonoma Inc WSM 24,083 23.1x 11/25/2024  177.85 195.64 10.0% 19.3%
2 ePlusinc PLUS 2,023 13.9x 11/25/2024 83.21 75.47 -9.3% 0.0%
3 Impinj Inc PI 4,023 53.7x 11/25/2024  193.63 142.20 -26.6% -17.2%
4 Shake ShackInc SHAK 5,541 112.1x 11/25/2024  129.42 129.37 0.0% 9.3%
5 Cargurus Inc CARG 3,667 18.8x 11/25/2024 35.83 35.28 -1.5% 7.8%

44 SMID Granny Shot Ideas: We performed our quarterly rebalance on 11/25. Full

stock list here -> Click here
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PS: if you are enjoying our service and its evidence-based approach, please leave
us a positive 5-star review on Google reviews —> Click here.

UMich 1Y & 5Y Inflation Expectations
Past 20 years
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INFLATION: Primarily “problem” for opposing voters

Median 1-year inflation by party
Last 24 Months
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INFLATION: Primarily “problem” for opposing voters

Median 1-year inflation by party
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INFLATION: Primarily “problem” for opposing voters
Median 1-year inflation by party
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United States f) Browse 11:32:45
i C ' View O Age
M R Event Period Surv(M) Actual
Al Change in Nonfarm Payrolls D 165k 256k
. Two-Month Payroll Net Revision -8k
Change in Private Payrolls ec 140k 223k
Change in Manufact. Payrolls ec 5kl -13k
Average Hourly Earnings MoM ec 0.3%
Average Hourly Earnings YoY ) 4, 3.9%
Average Weekly Hours All Employees 343
Annual Revisions: Household Survey Data
Unemployment Rate P 4.1%
Labor Force Participation Rate 62.5% 62.5%
Underemployment Rate - 7.5%
U. of Mich. Sentiment 740 73.2
U. of Mich. Current Conditions B 77.9
. of Mich. Expectations Jan P 70.2

U
U. of Mich. 1 Yr Inflation Jan P 3.3%
U. of Mich. 5-10 Yr Inflation Jan P 3.0 3.3%
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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.

Analyst Certification (Reg AC)

Tom Lee, CFA, 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. 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
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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
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 © 2025 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.

(S fsinsight

powered by fundstrat



