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The week before last, markets started selling off on news of DeepSeek R1. Last week started
similarly, with markets selling off on Monday on news the US was imposing tariffs on Canada and
Mexico (of 25%, and 10% on oil and gas products), and China (of 10%). In both cases, markets
recovered somewhat avoiding deeper selloffs. The threats from both, however, are not gone and
continue to weigh on sentiment. That said, news the US President is considering imposing
reciprocal tariffs on anyone triggered yet another selloff on Friday to close out the week.

While tariffs on Canada and Mexico have been postponed by thirty (30) days, tariffs for China did
go in effect as did (somewhat tampered) retaliatory measures by China. The threat of escalating
trade war(s) looms, and sectors that may be impacted by it show weakness and selling pressures.
For example, the automotive OEM sector in the US saw declines (with the exception for Lucid
bucking the trend being up 2.54% for the week), led by Tesla (down 10.62%) and Ford (down
8.33%). Despite reporting better than expected quarterly earnings last week, Ford's price action
reflected the weaker guidance and noted risks from tariffs. As such, within the S&P500 sector map,
industrials and materials declined 0.8% and 0.6%, respectively, for the week but consumer
discretionary saw a steeper weekly decline of 3.6% that may have been impacted by quarterly
earnings, but more so on weak outlook and risk of tariffs.

The earnings season continued in high gears last week and generally strong revenue, earnings
growth and forward guidance was key for the market's rebound after the selloff on Monday. In
general, so far over 75% of the companies in the S&P reporting were able to exceed both revenue
and earnings expectations. The market’'s rebound was notable despite two of the Mag-7, Google,
and Amazon, as well as chipmaker AMD, reports failed to impress investors and saw their stock
prices retreat, even though they beat on revenue and earnings expectations for the quarter. The
implications of DeepSeek's R1 a new raised questions on the continued increase of capital
spending by hyperscale's like Google and for chipmakers' Al revenue going forward. NVDIA is yet
to report and will garner much attention when it does in late February.

For the week, and despite the selloffs beginning and ending the week, major US indices showed
minor declines for the week, with the S&P500 down 0.2%, the Nasdaq and Dow Jones declining
0.5%. Globally, major indices ended higher for the week except for Japan. China and Hong Kong's
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indices were up 1.6% and 4.5%, respectively, as hopes for stimulus re-emerges (and despite US
tariffs).

On the macroeconomic side, focus was
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The week concluded with job numbers for
January (of 143,000) coming in well below
expectations (of 169,000), all the while
unemployment rate unexpectedly ticked
lower to 4% from 4.1%. Wage growth, however, created maybe the biggest surprise,
demonstrating that inflation risks remain for the US. Hourly earnings rose 0.5% month-over-month
('MoM'), well exceeding the expected and prior MoM rate of 0.3%. From a year-over-year
perspective, wage growth in January was 4.2% compared to an expected YoY rate of 3.7%, and
higher than the 4% YoY rate reported in December.

Besides the labor market reports elevating re-inflation fears and raising doubts the Fed may
continue cutting rates this year, the University Michigan's sentiment index added to it. While
consumer sentiment declined more than expected for the second consecutive month, inflation
expectations (by US consumers) for the year increased to 4.3% in February. The increased
expectations in inflation for February were a full 100 basis points higher than reported just last
month and the highest level since November 2023.

Not much attention and/or reaction garnered the report on the US trade deficit for the month of
December on Wednesday, which was the second highest on recent record, with a deficit of nearly
$100B. This was significantly higher than reported previously and may have been affected
seasonally, the timing of Chinese New Year, but also looming tariff threats, with many (elevating
imports) trying to get ahead of it. It can be expected that markets will focus more closely on this
metric going forward.
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Next week's macroeconomic data will
focus on inflation with reports due on
January's retail (CPl) and wholesale (PPI)
inflation and conclude with a reading on
US' consumer with retail sales due on
Friday.

Fed chair Powell is scheduled to testify to
congress on Tuesday and Wednesday.
Given recent remarks by newly appointed
Treasury Secretary Scott Bessent that
long-term rates may be more in focus than
short-term (during this administration
under President Trump) and not focusing
on the Fed's independence, Powell's
testimony may be less contentious than
one may have otherwise assumed. That

said, markets will follow it closely, particularly given recently reported unfavorable data points on
inflation and tariff risks

The corporate earnings season continues next week with more than 500 companies in all due to
report and adding to the scorecard for this quarter. So far, earnings reports continue to cement
continued growth, with FactSet analysts expecting earnings to grow 8.7% and 10.2% for the first
and second quarter of 2025, respectively, and a solid 13% for 2025 and which should underpin
elevated valuations in the US.

Finally, look for the report on the US' monthly federal budget for January due on Wednesday. Given
enhanced scrutiny on governmental spending and ongoing attempts to cut spending aggressively
to rein in debt, but also for tariffs to raise "external" revenue funds, | expect this report, similarly to
US trade balance, to garner more focus under this administration. In December, the US monthly
federal budget was reported at -$22B.
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If you have questions about how this may impact your investments, or how you should be
positioned, please do not hesitate to contact us at c2info@ccapital2.com.

The opinions and analyses presented are for educational and informational purposes only, and do
not necessarily represent investment advice. As such, it does not consider anyone’s particular
investment objectives, financial situation, suitability or needs and therefore cannot be relied upon
as an appropriate recommendation. If acting on information in these analyses you should consider
whether it is appropriate and suitable for your circumstances and may want to seek advice from
us, your financial or investment advisor.

Past performance is no guarantee of future results.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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