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Omicron vs Antibodies, Bounce Drivers, US Trade, Treasury Auctions

e Today the first study on vaccine effectiveness versus the Omicron variant was released in South
Africa.

o The research head of a lab at South Africa’s Africa Health Research Institute released results which
studied the impact of antibodies in blood plasma from individuals vaccinated with Pfizer (PFE) led
to a 40x reduction in neutralization capacity against Omicron.

e We stress that this does not mean that vaccines won’t help protect against Omicron’s hit to vac-
cinated immune systems, and it also does not rule out Omicron generally leading to fewer deaths
or hospitalizations relative to other variants.

e What it does suggest is that Omicron is very easy to spread and will do so even amidst vaccinated
populations.

e Today NAID Director Fauci indicated in vitro studies using pseudovirus (less accurate) would be re-
leased in the middle of next week with in vitro studies using live virus (more accurate) due later in
the week.

¢ We will continue to watch data on severity from South Africa closely; as we discussed this morning
(link; page 5), early indications are that Omicron is much less severe.

e WEe’'ll discuss drivers of price action today on the next page but the intraday chart looks downright
bizarre.

e After a massive surge at the open that lasted until an hour before the European close, the S&P 500
traded in an extremely tight 8 point range until the above referenced Omicron headlines hit in the
last 45 minutes of trading.

e That sparked a modest wobble
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e As far as stock performance goes today, there was one overwhelming driver of equity price action:
oversold bounces.

e In the charts below we show average performance of Russell 1000 stocks today by decile of four
different attributes.

e Inthe first chart, stocks that were the furthest in percentage terms below their 50-DMAs yesterday

rallied almost 5%, while those in the second decile were up over 3%; no other decile was a major
outlier.

e Stocks with low 14-day RSI readings (a technical indicator that suggests stocks are at extreme over-

sold levels) in the bottom decile were up over 4% today with big outperformance from the second
decile a well.

e Another way to measure names that are most oversold is to look at changes since the November
19th NASDAQ high that has led to so much pain for aggressively valued names, with the worst-
performers through the selloff up over 5% today.

e Finally, we note that even recent declines (performance yesterday) was a major driver of returns

today.
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e Today the October US trade balance came in slightly wider than expected, but recorded a huge
narrowing versus the massive $80.9bn deficit last month.

e The driver was the goods trade balance, with both petroleum and ex-petroleum goods trade bal-
ances bouncing sequentially.

e Trade balances versus Canada, the EU, China, and the rest of the world all rose materially on the
month.

e Total exports and goods exports both surged to record all-time highs while imports continued to
rise but at a somewhat slower pace than earlier in the post-pandemic period.

e We discuss the drivers of stronger goods exports on the next page.

US Trade Balance Data (SA)
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In the chart at right, we show the per-
centage contribution to the total exports
increase by major category of US exports.

The strength this month was very strong
the board, with commodity-
related categories (Food, Forest, Agricul-
ture; Oil & Gas; Petroleum & Coal) all
adding at least 1% to total exports
growth on the month.

across

Categories of durable goods manufactur-
ing were broadly strong as well, with a
huge surge in Transportation especially.

In general, US exports have shifted dra-
matically away from high end manufac-
turing and towards commodity catego-
ries.

US competitive advantages in farming
(driven by both geography and industrial
policy) and fracking (driven by geology
and regulation) have driven exports of
agricultural products, crude oil, and LNG
sharply higher over recent years.

Coal has also seen a huge rebound amidst
growing demand globally and a price
surge.

LNG exports have benefitted from the
high price of global cargoes and are also
ramping up volume, nearing $3bn/month
in exports after seasonal adjustment.

In total, these categories make up nearly
15% of US exports, up from roughly 4% in
the 2000s.

Gains in commodity prices flatter this
measure but volumes are also up dra-
matically.

High end manufacturing (proxied by the
temporary collapse in aircraft demand
driven by COVID, but stagnant for years
before that) has gone the other way.
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Indeed New Job Postings Indexed Trend, SA

e The Job Openings and Labor Turnover Sur-

vey for the month of October is due to re- ®

lease tomorrow morning. ®

40

e Ahead of this data, we wanted to check in 2

on a more timely reading on job openings .
from Indeed.

-20

e Asof November 26th, job postings wereata

new high of 57% above the February 2020
baseline level. 2/20 4/20 6/20 8/20 10/20 12/20 2/21 4/21 6/21 8/21 10/21

National Job Postings By Industry

Human Resources, 119.4 |

e That new high came as new postings are Loncing & Stocking, 111.3
. . Production & Manufacturing, 108.9

being put up onto the job board at an accel- Software Development, 107.2
Logistic Support, 97.8

erated rate over the course of the fall. Accounting, 92.5

Medical Information, 90.2

Pharmacy, 89.5

e Particularly in the second half of November  sdentificResearch & bevelopment, 522
there was a big rise in new postings. e
Personal Care & Home Health, 77.6

. . Mathematics, 75.2

e Indeed provides industry breakdowns ON  iomsionsessna socomentation 757
. Industrial Engineering, 69.8

this data as well. Mearketing, 68.8
Project Management, 67.9

Cleaning & Sanitation, 67.1

e Currently, there are four industries with Insurance, 66.5

Childcare, 65.9

double the number of postings as there O o 2
N . edia ommunications, 65.
were right before the pandemic. Hedet e Legeh 628

Physicians & Surgeons, 62.0
Veterinary, 59.7

e lronically, given the fair degree of labor Security & Public Safety, 56.9
Electrical Engineering, 55.6

market slack, human resources continues to ~ Dental,55.1
Community & Social Service, 54.1

top the list with postings almost 120% Arts & Entertanment o
Installation & Maintenance, 51.9

above the baseline level. Therapy, 51.1
IT Operations & Helpdesk, 49.0
Management, 48.8

e Loading & Stocking, Production & Manufac- Driving, 47.4

Architecture, 45.6

turing, and Software Development are the Food Preparation & Service, 44.5

Customer Service, 44.5

other most in demand industries. Education & Instruction, 41.6

Civil Engineering, 40.5
Sales,32.4
Sports, 23.4

e On the other end of the spectrum continues Hospitalty & Toutm, 6.4
. oy e . . Beauty & Wellness, 5.1
to be reopening sensitive areas like Hospi-
tality & Tourism (which has also been on the
decline in recent weeks), though, these too
. ——Banking & Finance
are now all above baseline levels. . — Cleaning & Sanitation
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National Job Postings By Industry: Notable Industries
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e Noting a few other industries, Banking & — Food Preparation & Service
Finance, Construction, Cleaning & Sanita- — Hospitality & Tourism
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e The first December coupon
auction hit the tape today in
the form of $54 billion of 3
year notes.

e The largest auction slated for
this week saw solid demand
with the yield stopping at 1%
on the dot. That stopped
through the when issued yield
by 0.3 basis points.

e That marked a significant im-
provement from last month’s
auction in which the 3 year
note sale tailed by a full basis
point which was one of the
worst auctions of the past dec-
ade.

e The bid to cover ratio picked
up modestly as well coming in
at 2.43.

e That was basically in line with
the ten auction average of
2.44

e The internals were similarly
not exactly noteworthy with
bidder takedowns again in line
with the ten auction average.

e Primary dealers received
29.8% of the auction, 6 bps
below the average.

e Indirect bidders received just
over half of the auction and
that was similarly only 5 basis
points below average.

e That left direct bidders with a
slightly above average share of
18%.

This Week's Auctions: Past Ten Reopenings/Auctions Average

Offering Tail (+) /Stop Win B.C. Bidder Takedowns (%)
Date  Maturity* Amount($bn) Through (-) (bps) Rate (%) Ratio Primary Indirect Direct
12/7 3y 54 -0.01 60 244 29.86 52.25 17.90
This Week's Auctions: Average for December
Offering Tail (+)/Stop Win B.C. Bidder Takedowns (%)
Date  Maturity* Amount($bn) Through (-) (bps) Rate (%) Ratio Primary Indirect Direct
12/7 3y 54 -0.17 50 3.01 41.96 43.95 14.11
Today's Auction Results
Offering Tail (+)/Stop High B.C. Bidder Takedowns (%)
Date  Maturity* Amount($bn) Through (-) (bps) Yield Ratio Primary Indirect Direct
12/7 3y 54 -0.30 1.000 243 29.80 52.20 18.00
3 Year Note Auctions Tail/Stop Through - Since 2012
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e In addition to the 3 year note auction, the Treasury also updated its allotment data through the
end of November today.

e There were no major changes in recent trends with dealer and brokers continuing to receive histor-
ically low shares of both bill and coupon sales with investment funds making up the difference.

e While it is less the case for bill auctions, foreign buyers have also continued to ramp up purchases
for coupon auctions. On a rolling 3 month average, this group has taken down 16.58% of allotment
which is the highest level since March 2017.

Treasury Bill Auction Allotment (% of Monthly Total, 3m Average)
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Equities roared higher today with the S&P 500 popping over 2%, the NASDAQ rising over 3%, and the
Russell 2,000 notching a 2.28% gain of its own. Breadth was again overwhelmingly positive with 85%
of the S&P 500 higher led by Tech and Consumer Discretionary. Crude oil retook the $70 threshold.
Treasury yields were broadly higher.

Japanese data makes up the bulk of the overnight slate that includes Q3 GDP and the current account.
The Indian central bank will also have a rate decision. Economic scorecard link.

Don’t forget to keep an eye on what the FOMC is saying with our Fedspeak Monitor (link) and stay up-
to-date with central bank meeting dates with our Global Central Bank Monitor (link). These are regular-
ly updated along with our economic scorecard to keep you on top of major developments.

Bespoke Major Asset Class Dashboard

Asset Level Change 5dChg 3m Chart Asset Level Change 5dChg 3m Chart
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Closing Charts & Tweets

Popular Tweets From @bespokeinvest on Twitter S&P 1500 Biggest Movers

Price (%) Volume vs Historical Avg (%)
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Bespoke Market Timing Model: 12/7/21

Bearish Neutral Bullish
Current Level Average S&P 500 Performance (%)
Sentiment Indicator Direction vs Historical One Week Two Weeks One Month
CBOE Call Volume 13 ' 00 10 051 075 150
NYSE Up vs Total Volume (%) 40.3 J -0.9 -1.8 0.14 0.37 0.91
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Inv Intell. Bull Bear Spread 24.7 \ -0.7 0.0 0.07 0.26 0.97
AAII Bullish (%) 26.7 J -0.8 -1.2 0.26 0.36 1.08
AAIl Bearish (%) 024 y 07 10 e os 1.24
AAIl Bull Bear Spread -15.7 J -0.8 -1.2 0.19 0.24 0.75
Overall Sentiment \ -0.3 0.1 0.20 0.35 0.93
Technical
S&P 500 10-Day Avg. Spread (%) 0.5 1 01 -03 o o2 [eE
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Corporate Spreads (10-Day ROC) 9.0 I\ -0.1 0.5 0.14 0.33 0.70
Corporate Spreads (50-Day ROC) 16.0 ) 0.1 0.4
High Yield Spreads (10-Day ROC) 32.0 \ -0.4 0.6
High Yield Spreads (50-Day ROC) 51.0 \ 0.0 0.4
S&P 500 P/S Ratio 3.1 Y -0.1 29
S&P 500 P/E Ratio 25.2 J -0.1 1.7 0.47 0.57 1.06
S&P 500 P/B Ratio 4.7 Y -0.1 3.2
Yield Curve (50-Day ROC) -2.9 ) -0.4 0.0 0.17
Yield Curve (10-Day ROC) -10.9 Y -0.2 -0.5 0.12 0.38
Overall Fundamental Y -0.1 1.0 0.17 0.38 0.60
Bottom Line \: -0.2 0.3 0.20 0.37 0.74
Average S&P 500 Performance (All Days) 0.17 0.33 0.67

@ Copyright 2007, Bespokoe Investment Group, LLC,  Bespoke Investnent Group, LLG
brelieves all Information contalmed in this report bo be acosmate, but we do not guaran-
tee its scowracy. None of the Information in this repart or any opintons expressed
comstibutes a solicitation of the purchase or sale ofany seourities or commodities.
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Current Level Average S&P 500 Performance (%)
Sentiment Indicator Direction vs Historical One Week Two Weeks One Month
CBOE Call Volume 1.7 1 0.6 0.13 -0.22 -0.44
Overall Sentiment 4} 0.3 0.14 0.16 0.28
Bottom Line s 0.3 0.12 0.21 0.27
Average S&P 500 Performance (All Days) 0.12 0.24 0.50

The Bespoke Market Timing Model is a compilation of some widely (and not so widely) followed market indicators. While
most investors have one or two indicators they rely on, we all recognize that no indicator by itself is correct all of the time.
With this in mind, we set out to create a series of indicators from multiple disciplines in order to see what the 'crowd' of
indicators are telling us. Just as no individual is bigger than the market, we contend that no single indicator is more accurate
at forecasting the market than the sum of them all. What follows below is an explanation of the various fields in our report.

Indicator: Current level of the given indicator. In this example, CBOE call volume is 1.7 times CBOE put volume.

Direction: Change in the indicator (positive or negative) over the last week. In this example, calls relative to puts have in-
creased during the last week.

vs Historical: This field measures the distance in standard deviations that the indicator is currently at versus its average over
the last five years. In the above example, the volume of calls relative to puts is 0.6 standard deviations above its historical
average.

Average S&P 500 Performance: This field displays the average performance of the S&P 500 following previously occasions
when the indicator was at similar levels to the present. Values highlighted in green indicate the two indicators for that
group which are predicting the biggest gains, while indicators highlighted in red highlight the indicators which are signaling
the most negative returns going forward.

Overall Scores: Averages all the indicators for a given category. In the example above, overall sentiment is 0.3 standard
deviations from its long-term average. At similar levels in the past, the S&P 500 has gone up an average of 0.14% over the
next week, 0.16% over the next two weeks, and 0.28% over the next month.

Bottom Line: This line shows the average of all the indicators in the study. In the example above, the aggregate level of all
the indicators is currently 0.3 standard deviations above the historical average, and based on prior experiences, the S&P 500
has gone up an average of 0.12% in the next week, 0.21% in the next two weeks, and 0.27% in the next month. Values high-
lighted in red indicate returns that underperform the S&P 500 over the entire period covered (regardless of the indicator
level), while green highlights indicate that they outperformed the overall average S&P 500 performance.

Average S&P 500 Performance (All Days): This line measures the average historical performance of the S&P 500 over all
periods for one week, two week, and one month time frames. These levels are then compared to the average level the
indicators are predicting in the next two weeks, and 0.27% in the next month. Values highlighted in red indicate returns
that underperform the S&P 500 over the entire period covered (regardless of the indicator level), while green highlights
indicate that they outperformed the overall average S&P 500 performance.
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