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Major Indexes Closed Mixed

Data & Valuation Still Waving Yellow Flags

The major equity indexes closed mixed Tuesday with positive internals on the NSYE and NASDAQ as trading
volumes declined from the previous session. Of those that rose on the session, all registered new all-time
closing highs. All the charts remain in near-term uptrends and above their 50 DMAs. However, while the
charts remain bullish, the data dashboard and valuation have intensified their cautionary signals that
suggest the potential for some retracement of the current rally, that may yield better buying opportunities,
has increased in its probability. As such, we are maintaining our near-term “neutral” outlook for the equity
markets currently.

On the charts, the indexes closed mixed yesterday with positive internals on the NYSE and NASDAQ on
lighter trading volumes. The DJT (page 4), MID (page 4), RTY (page 5) and VALUA (page 5) made new
closing all-time highs as the rest declined. All the indexes remain in near-term uptrends and above their 50
DMAs. Breadth remains positive as well with the cumulative advance/decline lines for the All Exchange,
NYSE and NASDAQ in uptrends and above their 50 DMAs. All but one of the stochastic levels are overbought
but have yet to generate bearish crossover signals.

The data, however, has intensified its cautionary message to a point that suggest near-term market risk
remains elevated. The 1-day McClellan OB/OS Oscillators remain in overbought territory (All Exchange:
+77.78 NYSE: +92.79 NASDAQ: +66.48). The Open Insider Buy/Sell Ratio (page 9) is back at bearish levels
at 24.0 as the number of insider selling transactions is well outweighing purchases. Meanwhile, the Rydex
Ratio (contrarian indicator) bearish signal has increased to 1.44 as the leveraged ETF traders extended their
leveraged long exposure. As stated previously, when we have found insiders stepping up to the sell window
while the leveraged ETF traders continued to press their leveraged long exposure, insiders have typically
been on the right side of the trade, in our experience. Also, this week’s Investors Intelligence Bear/Bull Ratio
(contrary indicator page 9) saw a decline in bearish advisors as bullish sentiment increased and remains
bearish at 196.4/59.2. The same dynamic was registered on the AAII Bear/Bull Ratio at 28.69/43.02. The
valuation gap remains extended with the SPX forward multiple rising to 22.8 with consensus forward 12-
month earnings estimates from Bloomberg of $158.34 while the “rule of 20” finds fair value at 19.1. The SPX
forward earnings yield is 4.39% with the 10-year Treasury yield at 0.87%.

In conclusion, while the charts remain positive, the market’s overbought conditions combined with sentiment
and valuation levels continue to suggest to us that near-term risk has become elevated. As such, we are
maintaining our near-term outlook for the equity markets at “neutral”.

SPX: 3,5622/NA DJI: HVS28,440/NA COMPQX: HVS11,477/11,958
NDX: HVS11,611/12,185 DJT: HVS11,603/NA MID: HVS2,010/NA
RTY: 1,700/NA VALUA: HVS6,683/NA
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The All Exchange McClellan ratio adjusted 1-day OB/OS Oscillator is +77.78 (bearish) and 21 day +49.88
(neutral).
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The NYSE ratio adjusted 1-day McClellan OB/OS is +92.79 (bearish) and +68.01 (bearish) on the 21 day.
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The Total and Equity put/call ratios are 0.87 (neutral) and 0.49 (bearish) on the 1day. The 15 DMAs are 0.91
(neutral) and 0.51 (bearish) respectfully. The OEX put/call Ratio is 1-day is 2.51 (very bearish) and 1.77
(bearish) on the 15 DMA.

% of SPX Stcocks Above Their 50 DMAs 83.8% (bearish)
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The Open Insider buy/sell ratio is 24.0 (bearish).
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Data:

e The All Exchange McClellan OB/OS ratio adjusted is +77.78 (bearish) 3-week average is +49.88
(neutral).

e The All Exchange A/D line is positive and above its 50 DMA.

e NYSE McClellan OB/OS ratio adjusted is +92.79 (bearish) 3-week average is +68.01 (bearish).

e The NYSE A/D line closed above its 50 DMA and is short term positive.

. NASDAQ McClellan OB/OS ratio adjusted is +66.48 (bearish) 3-week average is +36.45 (neutral).

. The NASDAQ A/D line is short term positive and above its 50 DMA.

e % of SPX stocks > 50 DMA is 83.8 (bearish).

e AAII bear/bull ratio is 28.69/43.02 (neutral) as of 11/16.

. Investors Intelligence Bear/Bull Ratio 19.4/59.2 (bearish) as of 11/16.

e The detrended Rydex Ratio is 1.44 (bearish).

e  Open Insider Buy/Sell Ratio is 24.0 (bearish).

. Total and Equity put/call ratio 1-day readings are 0.87 (neutral) and 0.49 (bearish) respectively. The
15-day averages for the total and equity p/c are 0.91 (neutral) and .51 (bearish) respectively.

e  OEX put/call one day is 2.51 (very bearish) the 15 DMA 1.77 (very bearish).

e ISEE call/put Sentiment Index is 114 (neutral).

e The SPX, DJI, DJT, VALUA NDX, RTY, COMPQX and MID closed above their 50 DMAs.

e The DAX, FTSE, NIKKEI, Hang Seng closed above their 50 DMAs.

e The U.S. dollar as measured by the UUP ETF closed lower at 24.93. Support is 24.89. Resistance is
25.25.

Commodities in up trends:

CRB Spot Raw Industrials (closed above its 50 DMA)
Stainless Steel (closed above its 50 DMA
Copper (closed above its 50 DMA)

Aluminum (closed above its 50 DMA)
Commodities in down trends:

Baltic Dry Bulk Rate (closed above its 50 DMA)
Commodities trading sideways:

Gold (closed below its 50 DMA)

Silver (closed below its 50 DMA)

0il (closed above its 50 DMA)

Market Internals:

The major equity indexes closed mixed Tuesday.

Internals were positive on the NYSE and NASDAQ.

Volumes were below prior day’s levels on the NYSE and NASDAQ.
NYSE: A/D:1726/1339 U/D Volume:3.22B/1.68B Total Volume:4.96B
NASDAQ: A/D: 1839/1719 U/D Volume:2.47B/1.69B Total Volume:4.2B
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Disclosures

Analyst Certification

I, Guy S. Ortmann, hereby certify that the views expressed in this research report accurately reflect my personal
views about the subject securities and issuers. | also certify that no part of my compensation was, is, or will be,
directly or indirectly, related to the specific recommendations or view expressed in this research report. My family
and | do not have any financial interest in the securities discussed in the report.

Important Disclosures

The research analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on overall firm revenues, which may include investment banking revenues. We seek to
update our research as appropriate, but various regulations may prevent us from doing so. Aside from certain
industry reports published on a periodic basis, the large majority of reports are published at irregular intervals as
appropriate in the analyst’s judgment.

Lead or Co-manager: R.F. Lafferty & Co., Inc. has not acted as lead or co-manager in a public offering of equity
and/or debt securities for any securities referenced in this report within the last 12 months.

Investment banking (next 3 months): R.F. Lafferty & Co., Inc. expects to receive, or intends to seek, compensation
for investment banking services within the next three months from all of the companies referenced within this
report.

R.F. Lafferty & Co., Inc. may or may not act as a market maker for any securities referenced in this report.

R.F. Lafferty & Co., Inc. has not received compensation for investment banking services in the last 12 months from
any companies referenced in this report.

Upon request further investment information in support of recommendations made in this report will be provided.
Other Disclosures

An investor should consult his R.F. Lafferty & Co., Inc. representative regarding the suitability of the product and
take into account his specific investment objectives, financial situation or particular needs before he makes a
commitment to purchase the investment product. This document is for information purposes only and it should
not be regarded as an offer to sell or as a solicitation of an offer to buy the securities or other instruments
mentioned in it. No part of this document may be reproduced in any manner without the written permission of
R.F. Lafferty & Co., Inc. With the exception of disclosures relating to R.F. Lafferty & Co., Inc., this research report is
based on current public information that R.F. Lafferty & Co., Inc. considers reliable, but we make no representation
that it is accurate or complete, and it should not be relied on as such. In the case of any disclosure to the effect
that R.F. Lafferty & Co., Inc. or its affiliates beneficially own 1% or more of any class of common equity securities of
the subject company, the computation of beneficial ownership of securities is based upon the methodology used
to compute ownership under Section 13(d) of the United States' Securities Exchange Act of 1934. In the case of any
disclosure to the effect that R.F. Lafferty & Co., Inc. and/or its affiliates hold a short position of at least 1% of the
outstanding share capital of a particular company, such disclosure relates solely to the ordinary share capital of the
company. Accordingly, while such calculation represents R.F. Lafferty & Co., Inc.” holdings net of any long position
in the ordinary share capital of the company, such calculation excludes any rights or obligations that R.F. Lafferty &
Co., Inc. may otherwise have, or which may accrue in the future, with respect to such ordinary share capital.
Similarly such calculation does not include any shares held or owned by R.F. Lafferty & Co., Inc. where such shares
are held under a wider agreement or arrangement (be it with a client or counterparty) concerning the shares of
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such company (e.g. prime broking and/or stock lending activity). Any such disclosure represents the position of R.F.
Lafferty & Co., Inc. as of the last calendar day of the calendar month preceding the date of this report. This
material is provided with the understanding that R.F. Lafferty & Co., Inc. is not acting in a fiduciary capacity.
Opinions expressed herein reflect the opinion of R.F. Lafferty & Co., Inc. and are subject to change without notice.
The products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. If an investor has any doubts about product suitability, he should consult
his R.F. Lafferty & Co., Inc. representative. The value of and the income produced by products may fluctuate, so
that an investor may get back less than he invested. Value and income may be adversely affected by exchange
rates, interest rates, or other factors. Past performance is not necessarily indicative of future results. If a product is
income producing, part of the capital invested may be used to pay that income. Additional information is available
on request. Please contact a R.F. Lafferty & Co., Inc. entity in your home jurisdiction.

Copyright, User Agreement and other general information related to this report: Copyright 2020 R. F. Lafferty and
Co, Incorporated. All rights reserved. This research report is prepared for the use of R. F. Lafferty clients and may
not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express
written consent of R. F. Lafferty. Any unauthorized use or disclosure is prohibited. Receipt and review of this
research report constitutes your agreement not to redistribute, retransmit, or disclose to others the contents,
opinions, conclusion, or information contained in this report (including any investment recommendations,
estimates or price targets) prior to R. F. Lafferty 's public disclosure of such information. The information herein
(other than disclosure information relating to R. F. Lafferty and its affiliates) was obtained from various sources
and we do not guarantee its accuracy. R. F. Lafferty makes no representations or warranties whatsoever as to the
data and information provided in any third party referenced website and shall have no liability or responsibility
arising out of or in connection with any such referenced website. For more Information,

Contact: Guy Ortmann, R. F. Lafferty and Co, Inc., 40 Wall Street, 19th Floor, New York, New York, 10005 (212) 293-
9017.
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