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Short Consumer Staples / Long Consumer Discretionary

* Asimple, highly liquid “Pair Trade” for your consideration.

* Consumer Staples’ relative performance to the market the past several weeks
(outperformance) is extreme, by our work.

* Consumer Discretionary’s relative performance to the market the past several
weeks (underperformance) is extreme, by our work.

*  Our thinking here is to be short the SPDR Consumer Staples Select Sector SPDR
Fund (XLP) and to be long the SPDR Discretionary Select Sector SPFR Fund (XLY).

* The first batch of relative charts (pages 3-8) juxtaposes the two Sectors as
constructed by Standard & Poor’s (i.e., market-cap weighted) while the second
batch of relative charts compares the Equal Weight Consumer Staples Sector to the
Equal Weight Consumer Discretionary Sector (pages 10-13).

* The second batch of charts “solves” for the fact that the top 4 Consumer Staples
stocks account for the 46% of the Sector while the top 4 Consumer Discretionary
stocks account for 49% of the Sector.

* Equal weight or actual weight, the intermediate performance spread between the

two Sector is judged to be extreme, with mean reversion likely in the period
immediately ahead.

Trade well,

-Carter

Carter Braxton Worth Kimberly Simon W
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First Batch of Relative Charts — Actual Weight

Source: Worth Charting, Bloomberg, FactSet
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Chart 1 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Chart 2 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples.

The RS line is now 25.1% below the 150-day moving average- a more extreme
reading than at the Covid Lows..

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Chart 3 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples.

15-Year Chart...

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Chart 4 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples.

The RS line is now 25.1% below the 150-day moving average- a more extreme
reading than the Covid Lows and almost as extreme a reading as the -27.79% at
the Financial Crisis low...

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Chart 5 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples

15-Year Chart... with trendline

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Chart 6 of 6:

Ratio chart: Consumer Discretionary / Consumer Staples

15-Year Chart... with trendline and arrows drawn (reflecting what we think
happens from here in the days/weeks ahead (read: we think the RS line mean
reverts a bit)

S&P 500 GICS Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Consumer Staples Sector... with 150-day moving average
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Second Batch of Relative Charts — Equal Weight

Source: Worth Charting, Bloomberg, FactSet
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Chart 1 of 4:

Ratio chart: Consumer Discretionary / Consumer Staples

S&P 500 GICS Equal Weight Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Equal Weight Consumer Staples Sector
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Chart 2 of 4:

5/16/2022

Ratio chart: Consumer Discretionary / Consumer Staples.

The RS line is now 23% below the 150-day moving average ...

S&P 500 GICS Equal Weight Consumer Discretionary Sector’s

Relative Performance to

S&P 500 GICS Equal Weight Consumer Staples Sector
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Chart 3 of 4:

Ratio chart: Consumer Discretionary / Consumer Staples

All-data Chart...

S&P 500 GICS Equal Weight Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Equal Weight Consumer Staples Sector
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Chart 4 of 4:

Ratio chart: Consumer Discretionary / Consumer Staples

All-data Chart: our thinking here is to play for mean reversion, a trade, regardless
of one’s longer-term view of the market, of “growth vs value”, of offense vs
defense or inflation or rates or GDP or recession or expansion or Qil or war...

S&P 500 GICS Equal Weight Consumer Discretionary Sector’s
Relative Performance to
S&P 500 GICS Equal Weight Consumer Staples Sector

F1.00

F0.90

i .
M n) w,h w‘hw . )h .

y ‘ F0.70
-19]65k

| "1$.05% \ -22.97%
“ >0.60

l F0.50

v -35.51%
-30.99%

[ 2007 ‘ 2008 [ 2009 ‘ 2010 ] 2011 ‘ 2012 [ 2013 ‘ 2014 [ 2015 ‘ 2016 [ 2017 ‘ 2018 [ 2019 ‘ 2020 [ 2021 ‘ 2022 ’

Source: Worth Charting, Bloomberg, FactSet

Worth Charting w

Page 13




5/16/2022

Source: Worth Charting, Bloomberg, FactSet
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Worth Charting LLC (“Worth”) is a provider of financial publications of general circulation offering
impersonal advice, not tailored to individual needs of a specific client or group. Reports are distributed for
general informational and educational purposes only and is not intended to constitute legal, tax, accounting or
investment advice. Worth is an independent research company and is not a registered investment adviser and is
not acting as a broker dealer under any federal or state securities laws. Worth does not act as a fiduciary or an
investment adviser. Comments or statements made herein do not constitute investment advice. Views, opinions
and judgments expressed are of Worth.

The analyses and observations contained in this report (the “Report”) are statements of opinion as of the
date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities
or make any investment decisions. Recipients of the Report should not rely on any of it in making any investment
decision. You should obtain independent investment advice before buying or selling any security discussed in the
Report. [Worth and/or its employees may hold positions in or purchase or sell such securities contrary to views
expressed in the Report.] Worth does not guarantee the accuracy, adequacy, completeness or availability of any
information contained herein and is not responsible for any errors or omissions or for results obtained from the
use of such information. The Report does not take into account the investment objectives, financial situation,
restrictions, particular needs or financial, legal, or tax situation of any particular person and should not be viewed
as addressing the recipients’ particular investment needs. Opinions and analyses offered in the Report does not
address the suitability of any security. The Report is not an offer or solicitation for the purchase or sale of any
security, investment, or other product and should not be construed as such. Investing in securities and other
financial products entails certain risks, including the possible loss of the entire principal amount invested. You
should obtain advice from your tax, financial, legal, and other advisors and only make investment decisions on
the basis of your own objectives, experience, and resources.

Information contained herein is current as of the date appearing herein and has been obtained from
sources believed to be reliable, but accuracy and completeness are not guaranteed and should not be relied
upon as such. Worth does not perform an audit and undertakes no duty of due diligence or independent
verification of any information it receives. Worth has no duty to update the information contained herein, and
the opinions, estimates, projections, assessments and other views expressed in the Report may change without
notice due to many factors including but not limited to: fluctuating market conditions and economic factors. The
Report is based on a number of assumptions. Worth makes no representations as to the reasonableness of such
assumptions or the likelihood that such assumptions will coincide with actual events and this information should
not be relied upon for that purpose. Changes in such assumptions could produce materially different results. Past
performance is not a guarantee or indication of future results, and no representation or warranty, express or
implied, is made regarding future performance of any security mentioned in this publication. Worth accepts no
liability for any loss (whether direct, indirect or consequential) occasioned to any person acting or refraining from
action as a result of any material contained in or derived from this publication, except to the extent (but only to
the extent) that such liability may not be waived, modified or limited under applicable law.

All materials are disseminated and available to all subscribers simultaneously through electronic
publication via email and to our internal client website. The Report is licensed for use by authorized subscribers,

and may not be reproduced, distributed, forwarded, posted, published, transmitted, uploaded or otherwise
made available to others for commercial purposes without written authorization from Worth.
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