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Four scenarios for economic development
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Exhibit 1: Fed's balance sheet to expand by more than QE1, 2 and 3 combined in this cycle

USD tn Federal Reserve Balance Sheet :
12 End-2021 / ’:
Balance |
Sheet Size: i BIS |
10 ~$12tn ! expansion
in the i
QE1: QE2: QE3: : current '
8 $1.4tn $0.56tn $1.7tn | cycle :
(9% GDP) (3% GDP) (8% GDP) | ~$7.8tn :
: : : : : : : (~38% GDP):
I 1 1 I
6 : : : I ! ! : :
I |
; y & : : : :
1 : 1 I I ' I
4 N I : ' |
| 1 1 1 I 1 : |
| : [ | : |
I I
2 : 1 : ! ! : |
| | 1 [ ] ] ' |
I | | ! : '
] £ 3 I ! ! ) i
0 — — ' ' . '

2008 2010 2012 2014 2016 2018 2020 2021E

Source: Federaol Reserve Board, Federol Reserve Bank of New York, Morgen Stanley Research
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[The Fed Guarantees No Recession For 10 Years, Permanent Uptrend
For Stocks & Housing (Fedh<#10&FUtYy>a> 5B VWEHREE. Kixiic t
AI53tkAhincFEetis) |

The Federal Reserve Guarantees No Recession or
Decline in Stocks for Another 10 Years: SPX 5,600,
take it to the bank, Baby!

[Chh 5104, %
NhislkUtEy>3
SHETFEERE

Fedh'{R5iE. S&P
(X5600FT LR
931

SPX 5,600

2029

SPX chart: www.macrotrends.net commentary by charies hugh smith www.oftwominds.com 4/1/19

https://www.zerohedge.com/news/2019-04-01/fed-guarantees-no-recession-10-
years-permanent-uptrend-stocks-housing 8
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The Federal Reserve Guarantees Housing Will Only Case-Shiller
Move Higher for the Next 10 Years: every hovel will Index 420
be worth S1 million or more; San Francisco hovels will
be worth 85 million: take it to the bank, Baby!

FRED FY e S&P/Case-Shiller U.S. National Home Price Index

2029

Source: SaP Dow Jones ncices LLC

chart: FRED database commentary by charles hugh smith www.oftwominds.com 4/1/19

https://www.zerohedge.com/news/2019-04-01/fed-guarantees-no-recession-10-

years-permanent-uptrend-stocks-housing
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Candlestick Recognition - *DJI - Weekly 17/02/1933 Open 58.19, Hi 58.19, Lo 5469, Close 56,37 (-4.6%) = 40,200,00, HAB Top(Close,20,2) = 7453, HAB Mid(Close,20,2)

36,20,2) = 48.63, L 4200
DOW JONES INDUSTRIAL (weekly chart) - 3600

Depression is over! - 3000
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Great Depression

Bear Market - 2 J/ear & 2 months
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S&P 500 Index vs S&P Sectors: 1-Year Performance

S&P 500 Index v Cons Discr v Cons Staples « 550 Energy v Financials v Health Care
+ 0 industrials « [Ei Info Tech + [T Materials + [ 5[] Real Estate + [ comm Srvs v Utilities

$SPX 05/24/20200HLCA

Jun'19 Jul"19 Aug '19 Sep '19 Oct '19 Nov '19 Dec'19 Jan '20 Feb '20 Mar '20 Apr '20 May '20

{7 : barchart.com

17



FAAMG¢S&PS500D/NTA—-NY VA

Exhibit 2: FAAMG has outperformed YTD; the rest of the index has stagnated
as of April 30, 2020

120
FB, AMZN, AAPL, +10%
110 MSFT, and GOOGL
100
90
-13%
80
Indexed Remaining
70 performance 495 companies
(market cap weighted)
60
Dec-19 Jan-20 Feb-20 Mar-20 Apr-20

Source: FactSet, Goldman Sachs Global Investment Research
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Chart 2: S&P500 now more concentrated in the 5 largest stocks than ever

2 2020: Microsoft, Apple, Amazon, Alphabet, Facebook @

19 ~

2000: Microsoft, GE, Cisco, Intel, Walmart
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11 4

e TOp 5 companies % of S&P500 market cap

9 I 1 I I I 1 1 1 ! T I 1 1 1 1 1
90 92 94 96 98 '00 '02 '04 '06 '08 M0 12 14 16 '8 '20 '22

Source: BofA Global Investment Strategy, Bloomberg
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