Market Update Danny Robushi, APEX MACRO Founder
July 27, 2024

The Mag 7 have been dominant year to date and created a market with narrow leadership

A rotation has been sparked by short covering and followed up by profit taking in the Megacaps. This has led to the start of a broadening
out of performance to other sectors of the S&P 500

To support their optimistic earnings projections of 36% growth for 2025, Small-Cap companies will require accelerated GDP growth and
lower yields.

For the overall rotation to be sustained the broadening out of earnings within the S&P 500 has to come to fruition this year

Lower yields and a weaker Dollar would be a setup for an environment where Foreign stocks begin to outperform

PCE this past week came in at expectations and the Feds SEP released in June revised PCE for 2024 higher while keeping unemployment
flat at 4%. This gives them the cover to justify cuts
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Mag 7 dominance has created narrow leadership

leaving the rest of the market behind. All indices
Russell 2000 are higher this year, but it has been challenging to
match the S&P 500 without overweighting the
Megacaps
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AN The Russell 2000 was on a straight line down and to the right vs. Danny Robushi, APEX MACRO Founder

APEX - the S&P 500 for the last 3 years until the recent rally. Even with the
10% move we are still in a drawdown from the late 2021 peak
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Net Non-Commercial Position for Russell E-Mini

AN

Traders are still underweight. The rally sparked some covering with
a move to lower short positioning but this past week some of those
shorts have been put back on
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Danny Robushi, APEX MACRO Founder

6-Month Rate of Change: Russell 2000 vs. 10 Year Yield

RE=0.18
Traditionally the direction of yields held a high correlation with the o 6ot ROC of Russell 2000
Russell 2000. Stronger nominal growth was supportive of earnings for the — 6-Month ROC of 10 Year Yield
Small Caps and 1s also an environment of higher yields. Since 2021 with

yields in restrictive territory and much of the index burdened with floating

rate debt the relationship has changed
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Danny Robushi, APEX MACRO Founder

IWMI/SPY Ratio vs. 10 Year Yield Since 2020 there is a clear relationship between the relative performance

of the S&P 500 and Russell 2000 with the 10 Year Yield. Lower yields
have meant Small Caps beat the broader index while the S&P 500 has
absorbed the impact of higher rates better — 10 'YearYield
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In looking at the Mag 7 all the way down to Microcaps relative to the 10 Danny Robushi, APEX MACRO Founder
Year Yield, since November of 2023 the impact of higher yields 1s greater ’
as you move down the Market Cap spectrum
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Value stocks beat growth post Dotcom bubble and through the GFC. Danny Robushi, APEX MACRO Founder
Starting in 2014 we have had a historic run up in Growth outperformance ’

driven by big tech

Growth ETF (IWF) / Value ETF (IWD) Ratio
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The strength/weakness of the Dollar has played a key role in the relative Danny Robushi, APEX MACRO Founder
performance of Growth/Value. Stronger Dollar has led to Value beating
Growth and vice versa for a weaker Dollar
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;\\/ International Markets have struggled to go anywhere the last few years. Danny Robushi, APEX MACRO Founder
EX-.. There was some outperformance coming out of the 2022 bottom but that

did not last long as U.S. equities reclaimed dominance
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The Dollar plays a key role in the performance of International Markets. Danny Robushi, APEX MACRO Founder
Strength in the USD has contributed to the S&P 500 beating Foreign markets
for the last 15+ years. Foreign markets will need to see weakness to

International Devieoped Markets/S&P 500 Ratio vs. Inverted USD (DXY)
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ACWX/SPY Ratio

MSCI ACWI Ex USA ETF (ACWX) / S&P 500 ETF (SPY) Ratio

Danny Robushi, APEX MACRO Founder
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The Equal Weight S&P 500 finally rallied against the Market Cap Weight S&P Danny Robushi, APEX MACRO Founder
500 over the past 2 weeks after its underperformance this year. The ’
broadening out in EPS growth that’s expected will allow the rally to continue

S&P 500 Equal Weight ETF (RSP)
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The correlation between stocks and bonds converged with the correlation between the Equal
Weight S&P 500 and Market Cap Weight index for the first time in recent history. This has meant Danny Robushi, APEX MACRO Founder

you were more diversified within the S&P 500 than you were holding a 60/40 portfolio. It creates
risks within the broader market though as correlations head toward 1 in market selloffs and they

could not go much lower

30-Day Rolling Correlation

—— 30-Day Rolling Correlation SPY & TLT
—— 30-Day Rolling Correlation SPY & RSP
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Mag 7 dominance finally broke to the downside both on a technical basis and relative
the broader index. These stocks now sit below their 50-day moving average with some Danny Robushi, APEX MACRO Founder

still to report earnings for Q2 in the coming weeks. Earnings will be less important than

the guidance they provide
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The average correlation between each of the Mag 7 stocks was nonexistent to start the
month. As they sold off their correlations snapped back. Here lies the risk in high levels Danny Robushi, APEX MACRO Founder

of concentration within the index. As those stocks pull back and become more
correlated, they pull the market with them

Rolling 2-Week Average Correlation of MAG 7 Stocks

0.5 Average: 0.51
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S\ . With this selloff we saw volatility come back into the market. However, many of them
-~APEX.-- were at such low levels of volatility that it only caused them to move toward their

Danny Robushi, APEX MACRO Founder

averages

i i i i
Masdag 100 30-Day Rolling Volatility Amazon 30-Day Rolling Volatility

Y P— . ............... ..... ~

0.7 -

Nvidia 30-Day Rolling Volatility

0.6 -

0.5 -




% The R2 between the MAGS ETF which equal weights the Mag 7 and the S&P 500 has Danny Robushi, APEX MACRO Founder
AN =] €X been 0.71 this year. These stocks have an overwhelming grip on overall market ’

performance

MAGS vs S&P 500

Rz =0.71
0.06 MAGS vs S&P 500
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’Fx The 5-year Treasury Yield has broken below both the 50 DMA and 200 DMA. It sits
. APE)/( s just above 4% and the move lower across the curve has taken pressure off stocks. With Danny Robushi, APEX MACRO Founder

\CRO only 1-2 rate cuts expected this year we could be nearing a bottom on yields barring a
tforced cutting cycle from the Fed due to economic weakness

5 Year treasury Yield
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Danny Robushi, APEX MACRO Founder

The 10 Year Yield has more influence over asset prices but has the same price action as

10-Year Treasury Yield ] , ot
the 5 Year. We are 20 basis points away from a 3 handle for the first time in 7 months

10 Year Yield
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. @A Danny Robushi, APEX MACRO Founder
- APEX -

PCE (Personal Consumption Expeditures) Personal Consumption Expenditures for June come in at 2.5% year over year. The Feds

SEP projected PCE of 2.6% for 2024
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EX-..

PCE (Personal Consumption Expenditures)

Dec 2024 Projection if PCE is 0.10%: 2.09%
Dec 2024 Projection if PCE is 0.15%: 2.39%
Dec 2024 Projection if PCE is 0.20%: 2.70%

Danny Robushi, APEX MACRO Founder

If you forecast out what PCE would look like if it
averaged 0.10, 0.15 and 0.20 for the rest of the year we

end below the Feds projection as long as it stays below — PCE Annualized Inflation

0.20 Projection if PCE is 0.15%
Projection if PCE is 0.10%
Projection if PCE is 0.20%
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Core PCE (Ex. Food & Energy)

Core PCE now sits at 2.6% as of June with a
projection of 2.8% for 2024. The Fed anticipated base
effects and raised their projections at the June meeting
which now gives them the argument for cuts because
we are below their year end target

Danny Robushi, APEX MACRO Founder
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Core PCE (Personal Consumption Expenditures)

Dec 2024 Projection if Core PCE is 0.10%: 2.29%
Dec 2024 Projection if Core PCE is 0.15%: 2.60%
Dec 2024 Projection if Core PCE is 0.20%: 2.90%

We only end the year above the Feds target if we
average .20 or higher the rest of the year

——— Core PCE Annualized Inflation
Projection if Core PCE is 0.10%
Projection if Core PCE is 0.15%
Projection if Core PCE is 0.20%
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EX--

_ Unemployment is now solidly above the 27-month moving average
U3 Unemployment Rate & 27-Week Moving Average . . . . . . ]
which historically has meant we will move materially higher and trigger

a recession
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Danny Robushi, APEX MACRO Founder

U-3 Unemployment Rate with SEP Projections

The Feds end of year projection for unemployment was flat in June at 023 Unermlovmment Rat
4% for 2024. They have highlighted the labor market as their main e 5tp U3 Unemployment Rate
concern now that inflation has come back toward 3%. This gives them

turther justification for cutting rates.
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The 2 Year Yield has been a good indicator for Fed cutting cycles in the past. It is currently
telling the Fed to cut as the spread sits at -47 bps. The average spread is 44 bps. In previous
instances going back to 1985 the spread going negative has been a consistent recession indicator
telling the Fed they have tightened too much

Federal Funds Rate & 2-Year Treasury Yield

Spread: 2-Year Treasury Yield - Federal Funds Rate

Average Spread: 0.44%
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We Appreciate Your Feedback!

We highly value your feedback and earnestly invite you to contribute your insights regarding potential
enhancements and suggestions for future content. We welcome all forms of constructive feedback and
suggestions, as they are crucial in guiding our efforts to refine and develop our offerings. Please share your
professional insights and recommendations through the link provided below. Your input is instrumental in
shaping our direction and ensuring our services aligh with your expectations. We anticipate your

contributions with great interest.

Contact | Apex Macro (apexmacroinsights.com)



https://www.apexmacroinsights.com/contact-8

Danny Robushi, APEX MACRO Founder

The information provided by Apex Macro LLC ("we," "us," or "out") on any platform, including but not limited to websites, reports, emails,

newsletters, and presentations, is for general informational and educational purposes only. All information is provided in good faith, however, we

make no representation or warranty of any kind, express or implied, regarding the accuracy, adequacy, validity, reliability, availability, or
completeness of any information.

None of the content offered by Apex Macro LLC constitutes financial advice, legal advice, or any other type of advice meant for your specific
reliance for any purpose. Any use or reliance on our content is solely at your own risk and discretion. You should conduct your own research,
review, analysis, and verification of our content before relying on them. Trading and investment in securities involves high risk and the possibility

of losing some or all of the principal investment. It is crucial to seek advice from an independent financial advisor who is licensed to provide
investment advice.

Our content is intended to be used and must be used for informational purposes only. It is very important to do your own analysis before making
any investment based on your own personal circumstances. You should take independent financial advice from a professional in connection with,
or independently research and verify, any information that you find on our platform and wish to rely upon, whether for the purpose of making
an investment decision or otherwise.

This disclaimer has been created to expressly convey that Apex Macro LL.C and its content creators are not providing financial advice through
the dissemination of the information contained herein and are merely providing information and insights as a public service. Apex Macro LLC,
its directors, employees, and agents will not be liable for any loss or damage of any nature arising in any way from the use of, or reliance on, the
information provided or for any decision made on the basis of such information, including (without limitation) any loss of profit, business,
contracts, revenues, or anticipated savings.

Terms of Use: This document is the property of Apex Macro LLC and is intended solely for the use of the recipient. It contains confidential
and proprietary information and may not be reproduced, redistributed, or disclosed in whole or in part to any third party without the prior
written consent of Apex Macro LLC. By accessing this document, you acknowledge that you have read and understood these terms and agree to

be bound by them
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