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An Absolute Wild Week in Markets
Key Takeaways

e Unprecedented selling in software names.
e  Fed Chair nominee announced.
e  Significant industry rotation underway.

The S&P 500 finished the week down as the NASDAQ dragged the broader indices lower. The equity markets have moved
beyond broadening to early signs of a complete regime shift. Everyone was waiting on the S&P 493 to step up and participate,
but now they are racing ahead of the more traditional market leaders. The NASDAQ finished the week down 4% as
semiconductors sold off 9%. The Magnificent 7 Index was down 3.7%. Meanwhile, the S&P 500 Equal Weighted Index was up
1%.

The software industry continues to garner significant attention as the sell-off intensified this week. The S&P 500 Software
Index was down 17.5% this week. News flow related to Al productivity tools helped start another round of selling. Countering
this weakness was strength in cycle industries. The Dow Jones Transportation Index was up 13.6% this week while the
Chemical Index was up 14.4%. Over the last 40 days, the S&P 500 Chemical Index has outpaced the Software Index by more
than 50%. This is more than double any period over the last 24 years and only higher when the tech bubble deflated 25 years
ago.

Higher inflation amid improving economic data

The key economic data point this week was the ISM report that showed new orders reaching their highest level in more than
three years. ISM new orders came in at 57.1, a nearly 10-point jump from the prior month. Employment remained weak at 48.1,
but did move up more than 3 points. PPl came in much hotter than expected with a core reading at +3.3% versus the prior
year. This was 0.4% above consensus expectations. Also, the Citi Economic Surprise Index hit a two-year high this week.

Kevin Warsh was nominated as the new chair of the Federal Reserve. The initial market reaction was not favorable given a few
hawkish comments he made in the past. After the FOMC announced in early December that they would resume Treasury
purchases, silver prices would rise more than 130% over a 50-day period. This was the second largest move in 50 years and
only topped when the Hunt brothers tried to corner the market in 1980. The Fed nomination, who in the past expressed doubt
about large scale asset purchases, helped send silver prices down more 30% on the day. The market will be paying close
attention to any public comments he makes regarding the outlook on interest rates and Treasury purchases.
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Sources: BTC Capital Management, Bloomberg, FactSet, Policyuncertainty.com The information provided has been obtained from sources deemed reliable, but BTC Capital Management and its affiliates
cannot guarantee accuracy. Past performance is not a guarantee of future returns. Performance over periods exceeding 12 months has been annualized.

This content is provided for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. Statements in this report are based on the views of
BTC Capital Management and on information available at the time this report was prepared. Rates are subject to change based on market and/or other conditions without notice. This commentary contains
no investment recommendations and should not be interpreted as investment, tax, legal, and/or financial planning advice. All investments involve risk, including the possible loss of principal. Investments are
not FDIC insured and may lose value.




