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The Wolfe Weekend Howl

*Sales and Trading Summary of this week’s macro research highlights*

Wolfe Macro Highlights:

e Chris Senyek introduced Pt. 8 of his Late Cycle Accounting Watchlist focusing on Aggressive M&A Accounting.
e Yin Luo covered Multifactor Models in the Cryptocurrency Market via webcast.
e Rob Ginsberg analyses charts on Thursday pointing towards a growth scare.

Upcoming Events:

Tuesday, June 28th at 11am ET - Yin Luo is hosting a Wolfe QES Webcast on Stock-Level ETF Ownership Signals
REGISTER HERE

Tuesday, June 28th at 12pm ET - Chris Senyek is hosting a fireside chat with Christopher Leonard, the best selling
author of The Lords of Easy Money: How the Federal Reserve Broke the American Economy
REGISTER HERE

Chris Senyek | Macro Research

Late Cycle Accounting Watchlist Series Pt.8

Chris Senyek introduced Pt.8 of his Late Cycle Accounting Watchlist Series this week: this rendition focusing on
M&A activity, which may remain relatively elevated as companies look to support growth by looking for bargains
amid lower than recent valuations. The full series highlights areas where aggressive accounting practices could
occur that could mask deteriorating business fundamentals given the current macro environment.

In the current environment, Post M&A, management teams typically feel pressure to, and are incentivized to,
improve combined earnings and reduce future expenses. M&A accounting contains a multitude of subjective
management accounting decisions and thus creates the perfect storm for earnings management, which can many
times lead to low earnings quality. Chris Senyek highlighted 10 items in turn that acquiring companies may use to
“stack the deck” in their favor.

In the note, Senyek includes a list of companies that have added material goodwill and intangibles to their balance
sheets and also screen as having low Earnings Quality.

Late Cycle Accounting Watchlist Series:

Part VIl: Managing earnings via reserves.

Part VI: Margins and expenses, and improper cost capitalization.

Part V: A/P Reverse factoring and potential for hidden debt.

Part IV: Debt and some complications that may come up when assessing leverage risks.
Part lll: Cash taxes which are likely increasing at this point in Cycle.

Part Il: Non-GAAP EPS, impact of stock compensation, and intangible amortization.
Part |: Deeper look into inventory and inflation.

Largest Increase in Goodwill & Intangibles
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Yin Luo | Quantitative Research
Multifactor Models in Cryptocurrency Market Webcast

Yin Luo and Wolfe QES discussed their suite of tools and models for the cryptocurrency markets via webcast this
past week. You can watch a Replay Here.

Luo and team start the webcast with a Cryptocurrency Primer and a broad overview of this emerging asset class,
the underlying technologies and various ways to gain access. Next they elaborated on the three prototype
Multifactor Models for Cryptocurrencies, which they published on late last year (a Fama-French type model, a
statistical risk model, and a Bayesian VAR macroeconomic model). They detailed their Bella (Bitcoin Exposure
Language Learning Analysis) model, which identifies public companies with significant exposures to the
cryptocurrency market. Additionally, a top academic researcher in the crypto space demonstrated how to derive
value from blockchain information for cryptocurrency investing. And lastly, a leading crypto data vendor walked
through their on-chain datasets which can unveil fundamental analyses for crypto-assets.

Presenters included:

Yin Luo, Vice Chairman, Wolfe Research QES

Kai Wu, Research Associate, Wolfe Research QES

Yukun Liu, Assistant Professor of Finance, Simon Business School at University of Rochester

W‘j LFE Cryptos as an Inflation Hedge?
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* Inflation-driven Rally: On Movember 10, 2021, both Bitcoin and Ethereum rallied to all-time highs. Interestingly, their
breakout levels occurred immediately after the release of the October CPI data.

Bitcoln Price Reaction Ethereum Price Reaction
"ol mlﬂ-b:l!\thilh J o [TH all-thme high
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* BTC Thrives while Gold Retreats: [As of November 2021) Bitcoin price rallied five folds since October 2020, whereas our gold
spot index has lost -7% during the same period. If we compare the price trends of both assets with the inflation expectation
(represented by 10-year Breakeven Rate), obviously Bitcoin has been more correlated with inflation than gold, the traditional
go-to asset for inflation hedging.

Bitcoin Performance, and Inflation Gold Performance, and |nflation
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Rob Ginsberg | Technical Analysis
A Painful Waterfall

In Thursday’s charts, Rob Ginsberg noted that high yield and leveraged loans continue to paint an ominous picture.
Similarly, Industrial Metals charts seem to be pointing towards a growth scare, as failure to respond to oversold
signals at support is always a concern. Copper and FCX seem to be heading towards a downturn, and Rob looks
into what a market bottom could look like dependent on how the Fed reacts. Biotech is facing a test in resistance,
but there’s another buying opportunity in Energy and Rob looks at charts for COP, CTVA, and HES which are all
attractive buying opportunities at the moment.

wf’LFE Growth Scare Next? The Sharp Break in Industrial Metals

RESEARCH Seems to Be Sniffing Something Out
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This material has been prepared by Wolfe Research for distribution to clients of Wolfe Research. Itis not a product
of Wolfe Research’s Research Department. This material may include summaries and references to research notes
and reports recently published by Wolfe Research’s Research Department. For complete details regarding specific
companies covered by our Research Department, including analyst certification, valuations, risks and investment
banking related disclosures, please refer to the most recently published note or report available at
wolferesearch.com and the Disclosures section of our website located at wolferesearch.com/disclosures or write to
us at Wolfe Research, LLC, 757 Third Avenue, Sixth FL., New York, NY 10017. This material may include market
commentary prepared by the individual author on specific companies or instruments that Wolfe Research’s
Research Department may or may not cover. Unless otherwise specifically stated, any views or opinions expressed
herein are solely those of the individual author and may differ from the views and opinions expressed by the
Research Department.

Wolfe Research Securities and Wolfe Research, LLC have adopted the use of Wolfe Research and The Wolfe Daily
Howl as brand names. Wolfe Research Securities, a member of FINRA (www.finra.org) and the National Futures
Association, is the broker-dealer affiliate of Wolfe Research, LLC. Wolfe Research Securities is responsible for the
contents of this material. Any analysts publishing these reports are associated with each of Wolfe Research, LLC
and Wolfe Research Securities.

The Wolfe Daily Howl is a subscription-based service for Institutional investor subscribers only and is a product of
Wolfe Research, LLC. The products received may contain previously published research which has been repackaged
for Wolfe Daily Howl subscribers. The types of services provided to you by Wolfe Research, LLC, vary as compared
to that provided to other external clients of Wolfe Research. Wolfe Research, LLC, its directors, employees and
agents will not be liable for any investment decisions made or actions taken by you or others based on any news,
information, opinion, or any other material published through this service.

The content of this report is to be used solely for informational purposes and should not be regarded as an offer, or
a solicitation of an offer, to buy or sell a security, financial instrument or service discussed herein. Opinions in this
communication constitute the current judgment of the author as of the date and time of this report and are subject
to change without notice. Information herein is believed to be reliable but Wolfe Research and its affiliates,
including but not limited to Wolfe Research Securities, makes no representation that it is complete or accurate. The
information provided in this communication is not designed to replace a recipient’s own decision-making processes
for assessing a proposed transaction or investment involving a financial instrument discussed herein. Recipients are
encouraged to seek financial advice from their financial advisor regarding the appropriateness of investing in a
security or financial instrument referred to in this report and should understand that statements regarding the
future performance of the financial instruments or the securities referenced herein may not be realized. Past
performance is not indicative of future results. This report is not intended for distribution to, or use by, any person or
entity in any location where such distribution or use would be contrary to applicable law, or which would subject
Wolfe Research, LLC or any affiliate to any registration requirement within such location. For additional important
disclosures, please see https://www.WolfeResearch.com/Disclosures.

Copyright © Wolfe Research, LLC 2022. All rights reserved. All material presented in this document, unless
specifically indicated otherwise, is under copyright to Wolfe Research, LLC. None of the material, nor its content,
nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior
express written permission of Wolfe Research, LLC.

Wolfe Research
757 Third Ave, 6th Floor
New York, NY 10017
(646) 845-0700
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