Mott Capital Management

Low Interest Rates
May Push S&P 500
Into New Territory

Mott Capital Management, LLC
July 10, 2019

Michael Kramer Presenting



Disclosure

Disclosure: Mott Capital Management, LLC is a registered investment adviser.
Information presented is for educational purposes only and does not intend to make an
offer or solicitation for the sale or purchase of any specific securities, investments, or
investment strategies. Investments involve risk and unless otherwise stated, are not
guaranteed. Be sure to first consult with a qualified financial adviser and/or tax
professional before implementing any strategy discussed herein. Upon request, the
advisor will provide a list of all recommendations made during the past twelve months.
Past performance is not indicative of future results.
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Inflation is The Main Culprit

FRED ~/% — Consumer Price Index for All Urban Consumers: All ltems
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Shaded areas indicate U.5. recessions Source: U.5. Bureau of Labor Statistics fred.stlouisfed.org



This is Unlikely To Change In For Several More Years

FRED ~ — Velocity of MZM Money Stock
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A Strong Correlation?

FREn i) — Velocity of MZM Money Stock (right)
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Europe Has Slowing Growth and Falling Inflation

GDP Inflation - CPI
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A Strong Dollar/Weak Euro

Scorpio244 published on TradingView.com, June 18, 2019 14:18:12 EDT
FX:EURUSD, 1W 1.11557 W -0.00222 (-0.2%) 0:1.12090 H:1.12471 L:1.11813 C:1.11957
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A Strong Dollar/Weak Euro

Scorpio 244 published on TradingView.com, June 18, 2019 14:19:23 EDT
TVC:DXY, 1W 97.65 & +0.13 (+0.13%) 0:97.52 H:97.77 L:97.34 €:97.65
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TVC:US10Y-TVC:US02Y, 1W 0.187 W -0.034 [-15.32%) 0:0.236 H:0.238 L:0.187 C:0.187

US Recession Fears Overblown?

10-Year Treasury Minus 2-Year Treasury

Scorpio244 published on TradingView.com, June 18, 2019 14:23:11 EDT

Us10Y-Us02yY, 1W, TVC
IS Recessions

.
Al T

[ o
l Iw l‘v

| 'ﬂ M"

i

A

i

f
i\

A

- 1.000

- 0.500

- 0.000

- =0.500

- =1.000

1989

1992

1995

1998

2001

2004

2007 2010

2013

016

2019

Created with &% TradingView




Recession Fears Overblown?

Manufacturing ISM PMI

Scorpio244 published on TradingView.com, June 24, 2019 09:02:54 EDT
ISM:MAN_PMI, 1W 52.10 W -0.70 (-1.33%) 0:52.10 H:52.10 L:52.10 C:52.10

ISM Manufacturing Index, 1W, ISM
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Spread Between German and US Bonds

Scorpio244 published on TradingView.com, July 07, 2019 18:57:42 EDT
TVC:US10Y-TVC:DE10Y, 1W 2.403 & +0.063 (+2.71%) 0:2.341 H:2.410 L:2.338 C:2.403

US10Y-DE10Y, 1W, TVC
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US 2-Year O

Scorpio244 published on TradingView.com, June 24, 2019 09:32:12 EDT
TVC:US02Y, 1D 1.753 ¥ -0.025 (-1.42%) 0:1.778 H:1.786 L: 1.737 C:1.753

n Verge of Breakdown?

US Government Bonds 2 YR Yield, 1D, TVC
Vol (20)
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v

F3.200

r 3.000

r2.800

F 2.600

- 2.475
r2.400

- 2197

- 2.046

I‘ LU

- 1.834

r1.600
- 1.448
F 1.400
r1.200

r 1.000

r 0.800

 0.600

RSI (14, close)

AN

[ 80.00

r 60.00

r 40.00

[ 20.00

2017 Apr Jul Sep 2018 Apr

Jun Sep 2019 Apr Jun Aug Oct

2020

Mar

May

Jul

Created with £Z¥% TradingView




7.00000

6.00000

5.00000

4.00000

3.00000

2.00000

1.00000

0.00000

Equities Cheap Vs. Bonds?

US 10-Year Treasury vs. S&P 500 Dividend Yield - Spread
US 10-Year Treasury Yield - SPDR S&P 500 Dividend Yield
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Equities Cheap Vs. Bonds?

US 10-Year Treasury vs. S&P 500 Dividend Yield - Spread
SPDR S&P 500 Price
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Earnings Trends

EPS Estimate Changes
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Earnings Trends

Mott Capital: S&P 500 EPS Estimates for 2020
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Compiled Using Data from YCharts
EPS Estimates based on aggerate consensus earnings estimates for the S&P 500 components



Equities May Be Too Cheap?

PE Ratios Based on S&P Dow Jones EPS Estimates
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Equities May Be Too Cheap?

Current Valuation Using Mott Capital EPS Estimates

2019 2019 2020 2020 2021 2021
ASPX 2990.41|PE Ratio |Worst Case |PE Ratio [Best Case |PE Ratio
EPS Est. YR1 | $164.90 17.50 | S 159.58 18.74 | $170.21 17.57
EPS Est. YR2 | $183.01 15.76 | S 172.79 17.31 | $193.23 15.48
EPS Est. YR3 | $200.25 14.38 | S 186.33 16.05 | $214.18 13.96
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