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Key 'First Five Days' Action Constructive, but Near-Term
Turbulence Ahead

Last week was an abridged trading week, as markets closed on Thursday to honor
the passing of President Jimmy Carter. The week itself closed with a sharp selloff
on Friday. Yields spiked and equities fell after what Head of Technical Strategy
Mark Newton described as a “Goldilocks economic report.” The market entered a
“good news is bad news regime” as investors appeared to view strong jobs
numbers as increasing the odds of a resurgence of inflation - thus a higher
probability of a slower pace for Fed cuts.

Lee doesn’t believe inflation is accelerating, pointing to wage growth holding
steady at 3.9% from a year ago. He also highlighted what Chicago Fed President
Austan Goolsbee noted on Friday—this is not a level associated with wage-
driven inflationary pressures.

There was also some concern after the University of Michigan survey of one-
year-forward inflation expectations rose unexpectedly to 3.3%, up from 2.8%
last month. Lee pointed out the likely role of political partisanship - the inflation
expectations of those identifying as Democrats surged while those of Republicans
fell, with supporters on both sides flipping their views between October and
January. “To me, this means this U Mich inflation survey looks ‘very political’
because the only change between October and now is the Republicans taking the
White House and Congress (and the Harris White House loss)”

Together, these sent the VIX briefly above 20 on Friday, “a sign of panic and a sign
we are nearing a bottom,” in Lee’s view. He warned us that “this is turbulent for
markets near term.’
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That's consistent with Newton's technical analysis-based perspective as well.
Newton noted that the S&P 500 is still technically within its bearish short-term
consolidation pattern. On Wednesday, he also warned that “SPX looks likely to
undercut 5,829 post Friday’s jobs report,” and it did just that, closing the week at
5,827.04. Looking further out, he suggested that based on his work, technical
support lies near 5,700. “I suspect that SPX might attempt a bottom by early next
week and begin to bounce into mid-to-late January,” he told us.

Sector Allocation Strategy

These are the latest strategic sector ratings from Head of Research Tom Lee and
Head of Technical Strategy Mark Newton - part of the January 2025 update to the
FSI Sector Allocation Strategy. FS Insight Macro and Pro subscribers can_click here
for ETF recommendations, precise guidance on strategic and tactical weightings,
detailed commentary, and methodology.

@ Live Webinar

Sean Farrell’s
2025 Crypto Outlook

January 14,2025 @ 11am ET

Sean Farrell
Head of Crypto Strategy
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https://fsinsight.com/members/stock-lists/?category=etf-outlook
https://fsinsight.com/members/stock-lists/?category=etf-outlook
https://fsinsight.com/event/sean-farrells-2025-crypto-outlook/
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Chart of the Week

Thus far in 2025, we have yet to see a full trading week, with U.S. markets closed
on Thursday to honor the passing of President Jimmy Carter. But the first five
trading days of the year have been good, which Fundstrat Head of Research Tom
Lee says bodes well for the rest of the year. “If you close positive in the first five
days of the year, this vastly improves the probability that the full year will end up
positive as well,” he reminded us. Indeed, as shown in our Chart of the Week, in
historical instances in which the preceding year saw gains of more than 10% and
stocks then advanced during the first five days of the year, stocks ended the rest
of the year up 82% of the time.

Recent # FlashInsights

(A MarkL.Newton, CMT AC
‘i‘ Head of Technical Strategy.

The inability to mount any kind of meaningful intra-day reversal points to a bit
more weakness into early next week ahead of Wednesday’'s CPI. That could be
a pivotal event, if SPX reaches 5700 and might coincide with a reversal. For
now, we see that the breakdown in Equal-weighted S&P 500 ( RSPv-1.57% )

on Financials and Healthcare weakness still makes it difficult to expect an
immediate snapback as price has undercut the lows going back since
December and has reached the lowest levels since last September. This might
lead to another couple days of weakness into next week, and both trends and
momentum remain bearish in the short run, as part of bullish intermediate-
term patterns.

(F fsinsight

=

°


https://fsinsight.com/members/flashinsights/
https://fsinsight.com/members/flashinsights/
https://fsinsight.com/members/flashinsights/
https://fsinsight.com/members/tickers/?ticker=RSP
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MarkNewtonCMT published on TradingView.com, Jan 10, 2025 15:30 UTC-5

esco 5&P 500 Equal Weight ETF, 1D, NYSE Arca 0174.66 H174.95 L173.07 C173.28 -2.54 (-1.44%)
26, 52, 26) 175.53 180.23 173.28 177.88 180.62
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This morning'’s Goldilocks Economic report has led Treasury yields to spike yet
again and given the recent correlation with Treasuries and Equities, the “Good
News is bad news” theme is causing Equities to sell off as thoughts of less Fed
action is being priced into the curve. S&P has broken early January lows, while
TNX has exceeded last Spring’s highs at 4.74%. With regards to SPX, the most
likely target lies near 5700-5725 for SPX, or around 100 points lower. Breadth is
decidedly negative as might be expected at around 6/1 negative, and the
volume is around 2/1 negative, but not nearly as capitulative to think that lows
are imminent today- ARMS index, or TRIN is trading.66 and we'll need to see
readings nearly at 2 to think that fear is setting in.
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MarkNewtonCMT published on TradingView.com, Jan 10, 2025 10:14 UTC-5

S&P 500 Index, 10, :-F‘ 05 890.35 H5,B90.35 L5,B13.62 C5,814.44 103 82( 1.73%)
Ichimoku (9, 26, 52, 26) 5,917.33 5,956.80 5,814.44 5,937.06 5,898.24
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(2 Mark L. Newton, CMT_~C
(;Zb Head of Technical Strategy.

Small-caps have not responded positively to the recent backing up in rates
and the last couple days of weakness have suggested a brief move down to
new monthly lows might be needed before the Russell 2000 ETF (

IWMv-2.53% ) gets to support. I'll discuss this in tonights report but it appears

still early to thinking this is bottoming


https://fsinsight.com/members/flashinsights/
https://fsinsight.com/members/flashinsights/
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Jan 8 - 3:10 PM

FSI Video: Weekly Highlight

Macro

Minute_

Thomas J. Lee, CFA
Co-Founder, Head of Research
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https://vimeo.com/1045179245/9b5bab4914?share=copy
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Key incoming data

= 1/1311:00 AM ET: Dec NY Fed 1yr Inf Exp

= 1/14 6:00 AM ET: Dec Small Business Optimism Survey
= 1/14 8:30 AM ET: Dec PPI

= 1/15 8:30 AM ET: Dec CPI

= 1/15 8:30 AM ET: Jan Empire Manufacturing Survey
= 1/15 2:00 PM ET: Jan Fed Releases Beige Book

= 1/16 8:30 AM ET: Dec Retail Sales Data

= 1/16 8:30 AM ET: Jan Philly Fed Business Outlook

= 1/16 10:00 AM ET: Jan NAHB Housing Market Index
= 1/17 9:00 AM ET: Jan M Manheim Used vehicle index
= 1/17 4:00 PM ET: Nov Net TIC Flows
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@ Live Webinar and Member Q&A

Market Update &
Top ldeas

January 15,2025 @ 1pm ET

S Tom Lee, CFA  Mark Newton, CMT

Head of Research Head of Technical Strategy

Stock List Performance
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https://fsinsight.com/event/market-update-top-ideas-january-2025/
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Year to Date SMID Granny Shots Performance
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Upticks Against the SPY ( Year to Date )
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It's still a buy-the-dip market, says Fundstrat's
Tom Lee
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FAIR VALUE

FUTURE CHG FAIR VALUE IMPLIED OPEMN

S&P 500 -70.25 -5.16 -65.09

DJIA -414.00 -40.79 -373.21

MASDAG -296.00 -25.49 -270.51

el FUTURES AT PRE-MARKET LOWS

S&P 500 could get close to 7,000 in the first half of
next year, says Fundstrat's Tom Lee
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There's a lot more tailwinds building for markets in
2025, says Fundstrat’'s Tom Lee
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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 © 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.
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