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China Stocks In Freefall, Government To The
Rescue

In early 2021, China?s CSI 300 Index, representing the top 300 stocks traded on the Shanghai
Stock Exchange and Shenzhen Stock Exchange, peaked at 5800. Today, three years later, the
index sits at 3300, down over 40%. China?s key stock market index rout is not surprising, given
China?s economy has been sluggish, its property sectors are highly distressed, and its local
governments are fiscally constrained. Declining confidence in China?s economic reform is also not
helping matters. Accordingly, President Xi has been under growing pressure to stimulate the
economy and boost its stock markets. It appears the plan to stop the stock market decline is
coming into focus.

The graph below shows China?s CSI 300 stock index rose over 3% on Tuesday following
numerous announcements from the government. As an example, Central Huijin Investment Ltd.
committed to buying more ETFs. Furthermore, there is hope that other large institutional investors
will as well. Earlier in the day, a government agency limited new security lending, which short
sellers must have. Most importantly, President Xl is talking publicly about the problem and vowing
to fix it. The graph below, courtesy of Bloomberg, shows the multiple news events boosting China
stocks on Tuesday. Bloomberg characterizes the situation: ?While it?s unclear whether any new
support measures will come out of the Xi meeting, traders are hoping this time will be different.?
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What To Watch Today
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Fiscal Quarter

Consensus EPS*

Last Year's Report Last Year's
Time Symbal Company Name Market Capv i # Of Ests Date EPS*
8 BABA ﬁg:; GroupHolding 4161482087730 Dec/2023 $240 4 21232023 S244
&) bis Walt Disney Company (The) §176,900,033 764 Dec/2023 80.97 8 2/08/2023 5099
5] TTE TotalEnergies SE 8167.283,915,172 Dec/2023 $243 4 2/08/2023 297
o UBER Uber Technologies, Inc.  5141,971,639,287 Dec/2023 5015 15 2/08/2023 $0.29
9] CVs CVS Health Corporation  §93,222788400 Dec/2023 52 9 2/08/2023 §1.99
) ARM Arm Holdings ple 875118895180 Dec/2023 50.25 2 /A N/A
) MCK Mckesson Corporation  §67,587,758,630 Dec/2023 57.05 7 2/01/2023 $6.90
) PYPL PayPal Holdings, Inc. 566,348,749,384 Dec/2023 51.05 14 2092023 $n1.0
&) ORLY ORellly automnotive, Inc.  §62452,775173  Dec/2023 $9.07 12 2/08/2023 $8.37
o EMR Emerson Electric Company  §53247,340000 Dac/2023 51.04 7 2/08/2023 $0.78
o HLT pollon Worlimde HoldNgs - ¢ 664703060 Decr2023  $1.56 7 2092023 $159
&) ALL Allstate Corporation (The) 541040382247 Dec/2023 5387 10 2/01/2023 (51.36)
o YUM Yum! Brands, Inc, §35411,337,306 Dec/2023 51,39 1 2/08/2023 1.3
] BED Banco Bradesco Sa $33,309992813 Dec/2023 50.10 2 2/09/2023 $0.02
) MPWR  paonolthCPONEISISIETS, sano6iz13s: Dec2i S22 7 082023 $245
(5] cow COW Corporation 530908675939 Dec/2023 §243 6 2/08/2023 $2.40
&) EFX Equifax, Inc. §30,168,395435 Dec/2023 51.74 16 2/08/2023 §1.52
[} BEDO Banco Bradesco Sa §29004,498340 Dec/2023 2 N/A $0.02
£ SLF Sun Life Financial inc. §20834123124 Dec/2023 §1.17 4 2/08/2023 §1.25
o RELX Roblox Corporation 524544050871 Dec/2023 (30.57) 9 2/15/2023 {50.48)
&) 1% Orix Corp Ads §23807,895275 Dec/2023 N/A 2/06/2023 $2.70
Y STE STERIS ple 821726155403 Dec/2023 8216 3 2/08/2023 5202
£) FLT FleetCor Technologies, Inc. 521053279350 Dee/2023 5416 8 2/08/2023 $3.83
) MOH Molina Healthcare Inc §20,469,130,000 Dec/2023 543 & 2/08/2023 $4.10
) KB KB Financial GroupInc ~ §18.429,704045 Dec/2023 5064 1 3022023 $0.60
&) EG Everest Group, Ltd. §16,566,897,787 Dec/2023 51463 6 2/08/2023 121
Brookfield Asset
o] BAM Management §15485571,249 Dec/2023 50.34 3 2/08/2023 $0.3
O FOXA Fox Corporation 815164985648 Dec/2023 $0.09 8 2/08/2023 50.48
8 Mid-America Apartment
&) MAA Communities inc. §14567,267524 Dec/2023 $2.30 1 2/0/2023 $232
o (¥} The Carlyle Group Inc. 514543672570 Dec/2023 50.75 8 2/07/2023 n1.01
o] FOX Fox Corporation $14088324775 Dec/2023 2 (7 $0.48
o NBIX Neurocrine BIOSCIENCES, 13918367412 Dec/2023 113 12 2/06/2023 5088
&) UHAL U-Haul Holding Company ~ §12,948983195 Dec/2023 $0.82 1 2/08/2023 5098
] B Bunge Global 54 §12930,630042 Dec/2023 5279 3 2/08/2023 $3.24
) UHALE  U-Haul Holding Company  512,523,494,195 Dec/2023 2 N/A 5098
&) PAYC Paycom Software, Inc. 511,698,116487 Dec/2023 5140 g 2/07/2023 $1.38
o PFGC erformance Food Group ¢, 304 657,085 Dec/2023 5092 6 2/08/2023 5083
Company
o ARCE Ares Capital Corporation  §11,371,640700 Dec/2023 50.50 g 2/07/2023 5063
£ Bl Globe Life Inc. §11,319,660859 Dec/2023 $274 [ 21072023 $224
o XPO XPO, Inc. §11,073,118271 Dec/2023 $0.61 8 2/08/2023 $0.98
&) WYNN Wynn Resorts, Limited §11,011,104857 Dee/2023 51.12 6 2/08/2023 (51.23)
&) CcoTY ColyInc. 510905136843 Dec/2023 50.20 10 2/08/2023 5022
Fiscal Quarter  Consensus EPS* Last Year's Report Last Year's
Time Symbal Company Name Market Capv i # Of Ests Date EPS*
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Market Trading Update
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A correction is coming. | don?t know when, but a 5-10% decline before the election is a very high
probability. Our weekly S&P 500 risk control chart suggests such is highly likely. The chart is
broken down into 3-components. In the top panel is the running bullish trend channel from 2009.
Currently, the market is trading at the top of that trend channel, which has previously preceded
declines like last summer. The only exception was the stimulus-fueled rally in 2021, which
exceeded the top of that channel, but the subsequent correction resolved that excess.

The bottom two panels are intermediate and long-term MACD indicators. Currently, both indicators
are trading above their long-term peaks. Again, the exception is the 2021 rally, but the monetary
stimulus for a similar surge is not present. While still on buy-signals currently, given the market?s
overbought condition, the deviations from longer-term trends, and more speculative bullishness,
the ingredients for a correction into the summer are present. As noted yesterday, these conditions
exist in conjunction with the short-term overbought and bullish conditions that generally precede
weaker periods in the market. While nothing is ever guaranteed, the combination of these
conditions suggests a correction is more likely than not. The ?timing? and ?cause? of that
correction are hard.

The point here is that as investors, we should be aware of the risk of a larger correction sometime
this year and act accordingly when it begins.
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More On The BLS Jobs Oddities

We are still digesting last Friday?s BLS report, as there are many inconsistencies worth
mentioning. Our Commentaries on Monday and Tuesday discuss the wide gap between the BLS
household survey and the establishment survey. Similarly, today, we address a few more charts
that call into question the notion that the job market is robust.

The first two graphs below, courtesy of Zero Hedge, show that the breadth of the gains in the labor
market has much to be desired. Over 100% of the job gains over the past 12 months are from part-
time workers. In fact, full-time employment has actually shrunk. As the second graph shows, many
part-time workers may also be multiple job holders. If we strip out those with multiple jobs, payroll
growth will not be as great as advertised.

The third and fourth graphs show that the recent spike in hourly wages was more than offset by
declining hours worked. For the first time in three years, the product of wages and hours worked
declined on a three-month running basis. Ergo, aggregate wages paid actually shrunk slightly.
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Worker Confidence In Their Employers Falter

Per the Glassdoor survey results shown below, courtesy of Bloomberg, U.S. workers are more
downbeat about the prospects for their employment than at any time in nearly a decade.
Presuming workers are less confident, this survey helps explain why the JOLTS quit rate has been
falling. However, it doesn?t explain rising consumer confidence.

Workers' Confidence in Their Firms' Prospects Hits New Low
Layoffs, slower hiring and return-to-office battles have employees on edge
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BREAKING: China's CSI1 1000 index surges 7% after Chinese President Xi
discusses stabilizing markets with regulators.

The CSI11000 index is on track for its biggest single day gain in history.

This comes after nearly $7 trillion of value has been wiped out of China's
stock market.

Not even short selling bans and various stimulus measures were able to
stop the crash.

Did President Xi just set the bottom?
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BREAKING: China's CSI1 1000 index surges 7% after Chinese President Xi
discusses stabilizing markets with regulators.

The CSI11000 index is on track for its biggest single day gain in history.

This comes after nearly $7 trillion of value has been wiped out of China's
stock market.

Not even short selling bans and various stimulus measures were able to
stop the crash.

Did President Xi just set the bottom?
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?Want to have better long-term success in managing your portfolio? Here are our 15-trading rules
for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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