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Hurley: Does Not Own Stocks in His

Interview from Oct 3, 2008, the day of the TARP vote.
Was billed as “Fund Manager who doesn’t own stocks”.
S&P 500 was down more than 30% over next 7 weeks.

About Mike

Mike Hurley, CMT serves as Chief Market Strategist & Portfolio Manager
for NexPoint Advisors, L.P.

Prior to joining NexPoint he launched 2 of the first 100 ‘alternative mutual
funds’, including the Fusion Global Long/Short Fund (FGLSX) which
posted a positive return in 2008 and won the Lipper Performance
Achievement Award in the Long/Short category for the one-year period
ending December 31, 2008 (ranked #1 of 90).

Mike also served as Chief Technical Strategist for several boutique
research firms, including: SoundView Technology Group and E*Offering
(The Investment Bank of EXTRADE).

He proudly served in the United States Navy, where he flew over 50
combat missions during Operation Desert Storm, earning two Air Medals.

Mike is a graduate of UC Santa Barbara, where he received BA degrees
in both Business Economics and Chemistry. He is Series 7, 63 & 65
licensed and is a Chartered Market Technician (CMT).

Will discuss:

« Economy
 Markets

Strategy & Tactics

Wrap-up / Questions
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US Economy
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Recessions:

« 2 consecutive quarters of declining GDP 200

« Shown toright asred stripes

« Hasafew different definitions =100
» Quick: 2 quarters of negative GDP [ .00
« NBER: A significant decline in economic Lon é
activity that lasts for months or years v éq
E—z.m °

Indicators: >100.0

« Yield Curve: Typically inverts prior to “R” L 50.0 m
« LEl: 4% consecutive decline in July ;m.o

« S&P500isoneofthel0 LEl's I

« CPl: Inflation at highest level since 1981
« Unemployment Claims: Above 6-mo. avg.

Bottom Line:
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 NY Fed believes odds of a recession at 9% 2000 |
« Most other economists believe much higher L N ~ 1{1& %
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Commodities

Commodities:
* More than doubled off 2020 low
 (Canargue has seen a secular bottom

* Housing bubble marked top

» Crude traded negative at low
« US$ breakout finally putalid on BCOM
« BCOM has seen cyclical ‘bear’ (down 20%)
 Badbreakin copper - very GDP sensitive

Bottom Line:

« Commodities being squashed by strong US$
 Copper a harbinger of economic weakness
« Still potential for a commodity ‘super-cycle’

Blmbg Commodity Index

Secular Bear
in commodities

U.S Dollar Index

Copper Continuous Contract [Sep22]

April Crude closes -537.63=>
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Bonds / Rates

10-yr Treasury:
« Hasbroken secular downtrend

* Bear Trap also occurred during
‘COVID collapse’

« Now battling critical resistance in
3-3%2% area

LQD:

« Significant weakness in credit

+ Suggests economic fundamentals
for firms is likely deteriorating

 Veryoversold, trying to bounce

Bottom Line:

*  Would consider possibility of rising

rate environment longer term

* Would consider possibility of
already being in a ‘recession’

$]'NK.K - Monthly 10-Year Treasury Note Int Rate

- secular downtrend, but
- no 'higher highs' yet
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StOCkS S&P 500 Index AD Line MAE
: 4,500
The Top: |||Ir
+ Healthy rally through 1H'21  oherses | ﬂrem?* l o
* Internals diverged during 2H'21 N AT
« ‘Fall Day’ signaled Dec’21 _F__,,——J“-.. 3 000
 Small caps broke down Jan'22 |
. S&P and NASDAQ broke in April ||l 2 500
New Highs
. - :_, . Diverged i
Going Forward: "= Wedk! [
- Haveclearly formed a cyclical top oK Fall Day'=> " | ; #_ﬁil
« Average ‘Bear Market’is ~25% decline over 9 mo,, : ;172 1,000
medianis 7 mo. (in a secular up trend) 08 Levers : | ) ouo
+ S&P 500 has declined ~25% in 6 mo. | ‘
« Internals extreme, potential for divergences Russell 2000 Index MAE
_____ 12,400
1 -2 200
. ot . il
Bottom Line: T ekt ", [2,000
« Stocksremainin weak shape technically : |||n|'
. : : : o 11,600
- Have seen potential ‘wash-out’ levels - h . | Do
. . . ! o ! 1,400
« Bullish divergences may be starting to form l FJ" %: 55 S é 4200
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Su m ma ry Blmbg Commodity Index ...  |S&P 500 Index Mov AvgEx ...
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Economy:
 NY Fed recession probability <10%

Quite strong! L1915

H105
+ Most professionals believe higher
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» Copper suggesting economic weakness 57 5 :
* May be in secular bull in commodities Also seeing :22_5
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* Interestrates surging - now at resistance

800
400

+ Stocks have seen a ‘top’ and a ‘bear market’ b

* No evidence technically yet of a bottom

7.5

* Divergences potentially setting-up
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About Mike

Mike Hurley, CMT serves as Chief Market Strategist & Portfolio Manager
for NexPoint Advisors, L.P.

Prior to joining NexPoint he launched 2 of the first 100 ‘alternative mutual
funds’, including the Fusion Global Long/Short Fund (FGLSX) which
posted a positive return in 2008 and won the Lipper Performance
Achievement Award in the Long/Short category for the one-year period
ending December 31, 2008 (ranked #1 of 90).

Mike also served as Chief Technical Strategist for several boutique
research firms, including: SoundView Technology Group and E*Offering
(The Investment Bank of E*TRADE).

He proudly served in the United States Navy, where he flew over 50
combat missions during Operation Desert Storm, earning two Air Medals.

Mike is a graduate of UC Santa Barbara, where he received BA degrees

in both Business Economics and Chemistry. He is Series 7, 63 & 65
licensed and is a Chartered Market Technician (CMT).
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DISCLOSURES

Confidential — Do not copy or distribute. The information may
not be reproduced or further disseminated without the
permission of NexPoint Advisors, LP. Information contained in
this document is subject to change without notice.

The information in this presentation contains "forward-looking
statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. These statements can be
identified by the fact that they do not relate strictly to historical
or current facts. Forward-looking statements often include
words such as "anticipates," "estimates," "expects," "projects,"
"intends," "plans," "believes" and words and terms of similar
substance in connection with discussions of future operating or
financial performance.

These forward-looking statements are based on our current
expectations and assumptions regarding the fund’s portfolio
and performance, the economy and other future conditions and
forecasts of future events, circumstances and results. As with
any projection or forecast, they are inherently susceptible to
uncertainty and changes in circumstances.

This presentation is for educational purposes only and contains
statistics and graphical representations that have been obtained
from sources believed to be reliable but are not guaranteed as
to accuracy or completeness. References to any specific
securities do not constitute an offer to buy or sell securities.
Past performance of any security or investment strategy does
not guarantee future performance.

Charts as of: July 22, 2022 and courtesy of TradeStation or
Bloomberg, unless otherwise noted.
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