FEBRUARY 12, 2024

WEEKEND AT BERNARD’S
Stratos Self Check

Want to read more? Visit weekendatbernardsblog.com, and subscribe at
stratosrj.com/subscribe. Don’t forget to follow Stratos Investments of Raymond
James on social media to stay up-to-date.

Stratos provides specific targets, entry points, and pivot points tied to our five-
step theory because we feel it is distinctive in our industry. Stratos Self Check is a
way for us to evaluate how accurate our communications about the S&P 500
(5022), inflation, interest rates, oil prices, precious metals, and other key markets
are.

Last October, Stratos’ five-step theory indicated that the S&P was undervalued
and could rally 20%-25%. Shortly thereafter, the Federal Reserve announced in
their terms an end to the rate hike cycle and the potential easing of interest rates
sometime in 2024. In less than four months, the S&P 500 Index has advanced
almost 25%, as we felt was likely, and will test our sixth step up at 5129 barring
any significant corrections.

This year’s advance is primarily based on continued momentum, and any further
advances will be based on stronger-than-normal earnings, which we believe are
doubtful. After such a historic six-step move up, there should be at least a one- or
two-step technical correction, which we expect to happen in the next few
months. Any further advances above our bullish target of 5129 are likely a trap.
We would be cautious about the future short-term trend, anticipating a downside
correction.

We remain bullish long-term and are raising our initial support level to 4821 from
4671 and our intermediate support level to 4623. We still believe 4527 is a pivot
point. We are raising our primary support to 4423 and our base camp support
to 4241. Our line in the sand is 4083, slightly below the 2023 low of 4103. We do
not foresee the 4000 level will be tested again unless we go into a major
recession.

The 10-year Treasury bond interest rates have fallen from 5% to about 4%. Based
on the Fed's policies, it is reasonable to anticipate that rates could go lower over
the short term. Stratos does not foresee the future rate cuts as positive because
they may eventually be a reaction to a slowing economy. We expect any interest
rate declines to be temporary and project that interest rates will go above 5% in
the next two or three years. Inflation numbers continue to decline, perhaps
allowing the opportunity to lower interest rates for the short term. Stratos
anticipates that inflation and interest rates will naturally trend higher as the
generation of lower interest rates and no inflation is over.

We believe the U.S. dollar will stay strong. Geopolitical events in Ukraine and the
Middle East help support the dollar during moments of instability, which should
be a positive for the U.S. economy.
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Commodity prices have decreased significantly since 2021 but are unlikely to go much lower unless the world
goes into a recession. We forecast that precious metals and energy prices will increase through the decade. QOil
prices are still lower than at the beginning of last year, and we believe oil equities are undervalued. With a focus
on dividends rather than reinvestment, we expect oil prices to move much higher at some point. We do not
foresee prices dropping significantly as with COVID. As our September Self Check stated, oil prices “likely had a
put at $65.” Additionally, “our upside target is $191 based on the possibility of increased demand and supply
disruption.” We anticipate oil prices to continue to move above $80 and eventually test $110 over six to eight
quarters.

Have a look at the 1-year S&P chart below to help visualize what we have written.

Good Trading for the Long Term!

Stratos Market Analysis

S&P 500 (SP50-USA) $5021.84 L -477 (-0.09%)2:10:02 PM USD Feb 10, 2023 - Feb 12, 2024 , Daily
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Any opinions are those of Bernard K. Semon and not necessarily those of Raymond James. The information contained in this report does not purport to be a
complete description of the securities, markets, or developments referred to in this material. There is no assurance any of the trends mentioned will continue or
forecasts will occur. The information has been obtained from sources considered to be reliable, but Raymond James does not guarantee that the foregoing material
is accurate or complete. Investing involves risk and you may incur a profit or loss regardless of strategy selected. Past performance is not indicative of future results.
Diversification and asset allocation do not ensure a profit or protect against a loss. International investing involves special risks, including currency fluctuations,
differing financial accounting standards, and possible political and economic volatility. Investing in emerging markets can be riskier than investing in well-
established foreign markets. Any charts are for illustration purposes only. Dividends are not guaranteed and must be authorized by the firm’s board of directors.
Investing in oil involves special risks, including the potential adverse effects of state and federal regulation and may not be suitable for all investors. The S&P 500 is
an unmanaged index of 500 widely held stocks that is generally considered representative of the U.S. Market. Indices are not available for direct investment. Any
investor who attempts to mimic the performance of an index would incur fees and expenses which would reduce returns.
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