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Disclaimer

The information contained in the Sevens Report or this Presentation is not necessarily complete and its
accuracy is not guaranteed. Neither the information contained in this presentation or any opinion

expressed in it constitutes a solicitation for the purchase of any future or security referred to in the
presentation.

This presentation is strictly an informational publication and does not provide individual, customized
investment or trading advice to its subscribers or listeners.

LISTENERS SHOULD VERIFY ALL CLAIMS AND COMPLETE THEIR OWN RESEARCH AND CONSULT A
REGISTERED FINANCIAL PROFESSIONAL BEFORE INVESTING IN ANY INVESTMENTS MENTIONED IN THE
PUBLICATION. INVESTING IN SECURITIES, OPTIONS AND FUTURES IS SPECULATIVE AND CARRIES A

HIGH DEGREE OF RISK, AND SUBSCRIBERS MAY LOSE MONEY TRADING AND INVESTING IN SUCH
INVESTMENTS.
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Goals of today’s Webinar

* The Biggest Problem Facing Markets Today.

* Five Catalysts to Decide the Year
* A U.S. China Trade Deal.
* December Fed Rate Hike.
* U.S. Dollar.
* Q3 Earnings Season.
 Midterm Elections.

* Alpha Playbook: Picks for a Positive or Negative Outcome.
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The Biggest Problem Facing Markets
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The last time the performance gap between the 15.00%
S&P 500 and Emerging Markets was this wide,

the &P 500 suffered a near 15% pullback.
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Catalyst 1: U.S./China Trade Deal

* Current Situation:

* Progress: . __
_ U.S. China Trade Tariff Risks (S BIn)
* U.S./EU trade conflict largely settled. 200
634
* U.S./Mexico trade conflict largely 500
settled. 500 500
* U.S./Canada trade conflict soon to be | 44,
settled. 300
* Removes multiple sources of 200 175
potential risks. 100 . 1.00 50
* China 0 -
Total Trade Potenital Tariffs Value of Current Tariffs Value of Current
* 50 bl”lon in FECiprocal ta I"iffs Relationship Enacted Potential Tariffs Enacted Tariffs Enacted
between U.S. & China. Enacted

* Threat of $200 bn more.
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Catalyst 2: December Rate Hike — Something Here Doesn’t Fit

5 Year TIPS/Treasury Breakeven Rate
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A decline in inflation expectations and a nearly inverted yield curve is what we typically see when the
Fed has reached a neutral level of interest rates.
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Catalyst 2: December Rate Hike — Something Here Doesn’t Fit

TargetRate Probabilities for 26 Sep 2018 Fed Meeting TargetRate Probabilities for 19 Dec 2018 Fed Meeting
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Catalyst 3: U.S. Dollar

e Resistance: 96.75. Support: 94.20. Both on a closing basis.
* Break of Resistance is bearish for stocks, break of support is bullish.

U.S. Dollar Index (F:DX)
894.7400 {1:20:45 AM Sep 12 ICEUS

Today: Open: 85.1100 High: 852700 Low: 84,7150 Volume: 21,584
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Catalyst 4: Q3 Earnings Season

Earnings Scenario Analysis

Current  Previous Peak Earnings Growth Peak E & E (Worst Case)
2019 FY EPS Expectations 179 172 172 172
Forward Multiple 16.20 16.8 16 15
S&P 500 Level 2900 2900 2752 2580

Return -5% -11%
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Catalyst 5: Mid-Term Elections

Predictit
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Which party will control the House after 2018 midterms?

B Status: Ope

Market Type: Linked
g End Date: N/A
K

Democratic
DEM.HOUSEMA}.2019

Republican
REP.HOUSEMA).2019

Predictit

11 Biggest Movers
4 Trending
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A closing Soon

U.S. Elections
U.S. Politics

World

Markets Analysis About A Login (4]

m Which party will control the Senate after 2018 midterms?

&1 Market Type: Linked
End Date: N/A

PR Status: Ope

Republican 73¢ )
GOP.SENMA).2019 o2
Democratic 4
@ DEM.SENMAJ.2019 284 4 1¢

* No major economic legislation looming (tax cuts have already passed, can’t be repealed until 2020).
* Never ending political dramas, including impeachment, remain a risk to markets, but bar for impeaching
President remains very high. This is the negative outcome from a market standpoint (likely inevitable

regardless of election outcome).

Even if Democrats win Senate, 2/3 required to remove a President from office.
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Scenario Analysis

Bullish Outcome
e U.S. & China Strike Trade Deal

* The Fed’s Tone Turns Dovish

* The U.S. Dollar Breaks Support
at 94.20

 Earnings Remain Solid (5179
2019 S&P 500 EPS)

* No major political scandal.

Alpha Playbook (What Outperforms)

e China
* KBA (China A Shares)

Emerging Markets
« EMQQ (FANG & Friends of Emerging markets)

e EM Bonds
* EMB, EMLC, EBND, AGEYX

Foreign over Domestic
* GVAL (Cambria Global Value)
e VSS, DSS (Foreign Small Caps)

Cyclicals over Tech
* RSP (Equal weight S&P 500 ETF)
* IWC (Microcaps)

Higher Rates
* QABA (Community Banks)
* Floating Rate Fund (FLOT, USFR, SRLN, EFR)
* Active Bond Management (BOND, TOTL, FTSL)
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Scenario Analysis

Bearish Outcome
* No U.S./China trade deal

* Fed continues to hike rates

* Dollar hit new highs

* Earnings growth peaks in Q3
* Political crisis hits country

Alpha Playbook (What Outperforms)
* Dividend Growth (DIVY)

 Special Dividend Stocks (List of
24 Names)

 Merger Arb Strategy (MNA,
GABCX).

e Cash Alpha (FPNIX)
* Buybacks (PKW)



