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-Gray Howard, Senior Portfolio Manager

There has been a lot of bad news thrown at the stock market as of late, yet the S&P 500 is up around 18% from the
October low and 7.5% in the first quarter.1 While many have challenged my view, | continue to believe the market
bottomed in June of last year, had a classic retest in October, and now we are seeing the typical signs of an early bull
market advance. This resilience has caused many pundits to double down on their cautious or bearish narratives,
often saying the market has it wrong.2 While that could turn out to be the case, putting one’s opinion over price
action is a very dangerous exercise. 3 As | mentioned in my February note titled, Look Forward, Not back:

“It’s important to understand what actually moves markets. It’s not retail investors watching CNBC or reading the
Wall Street Journal, but the collection of large institutional interest such as hedge funds, pension plans, and mutual
funds. Considering their size or the amount of money they manage, it can often take weeks if not months to
complete a buying or selling campaign. Therefore, the last thing, in my view, they would want to do is advertise
their research before they have bought or sold a sizable position. This is often called buy side research as the
analytical work is not intended for the public, but only used to increase shareholder value for the particular

fund. Conversely, sell side research is what the public receives through major brokerage firms and is designed to
sell products and services which is why market strategists and analysts are so often a day late and a dollar short.”

Again, this is why it is so important to listen to what the market is saying as opposed to a bunch of opinions. Take
for example homebuilding stocks, why would anyone want to buy anything tied to housing if we are staring down
the barrel of recession, yet these stocks did not make a new low in October and are now up 47% off their June
low.1 The same goes for Technology stocks as it’s hard to find a single Wall Street firm that is overweight the
sector, even though tech is up 30% from the October low.2 Meanwhile defensive sectors like consumer staples,
utilities, and healthcare are down to flat for the year. 1

So is the market completely irrational and disconnected from reality? Not at all in my view, as these economically
sensitive areas got crushed last year in anticipation of a slower economy and the Fed killing the liquidity driven
speculation that was rampant in 2020 and 2021.1 Since October, large institutional investors have likely been
picking up the pieces of quality businesses that should do well as the economy cycles back up into 2024. All the
while, using the defensive areas that worked well LAST year as the funding source for new purchases.

Furthermore, we continue to see negative outflows from mutual funds and ETFs as retail investors continue to
capitulate and provide fresh supply for these large funds to gobble up. 4 While tragic, this is often a key hallmark
during the early stages of a bull market.4 All the reasons why it is important to have an open mind, turn off current
news as most has been priced in, and focus on the price action for clues as to where the economy will be in six to
twelve months.

Investing is all about the future but unfortunately it’s human nature, even for the so called experts, to get stuck in
the present.



As always please feel free to reach out if you have any questions or comments.

All the best,
Gray

Please note: If you’ve been forwarded this email and would like to be included on future commentary, please feel
free to reach out to hilary.miller@ubs.com.

Also, if you do not have assets under management with our group and would like more information, please let us
know.

Diversification does not assure a profit or guarantee against loss in declining markets. Asset Allocation does not guarantee a profit or protect a
gainst loss in a declining financial market. Past performance does not guarantee
future results and current performance may be lower or higher than past.

This article has not been prepared with regard to the specific investment objectives, financial situation or particular needs of any specific
recipient. It is published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities or
related financial instruments or to participate in any particular financial, trading or investment strategy. Readers should not construe the
contents of this article as legal, tax, accounting, regulatory, or other specialist or technical advice or services or investment advice or a personal
recommendation.

As a firm providing wealth management services to clients, UBS Financial Services Inc. offers investment advisory services in its capacity as an
SEC-registered investment adviser and brokerage services in its capacity as an SEC-registered broker-dealer. Investment advisory services and
brokerage services are separate and distinct, differ in material ways and are governed by different laws and separate arrangements. It is
important that clients understand the ways in which we conduct business, that they carefully read the agreements and disclosures that we
provide to them about the products or services we offer. For more information, please review the PDF document at ubs.com /relationship
summary.

UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
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