WEEKLY MARKET UPDATE: May 22, 2024

With Memorial Day weekend and a quiet week of economic
news ahead, the market is laser-focused on this week's
earnings report from NDIVIA, considered by many to be the
bellwether for all things Al.

The buildout of artificial intelligence remains strong,
evidenced by companies’ commentaries through this earnings
season. For investors, cloud computing, chip manufacturers,
and data center buildouts have been the preferred targets to
capitalize on Al trends.

Less attention, however, has been given to how another
economic sector supports the growth of Al: power generation.
All these buildouts and technologies require copious amounts
of power, which the current electric grid is not able to provide;
nor can wind and solar producers bridge the difference. Given
this constrained supply, electricity inflation is currently at
historically high levels.

Traditional sectors such as commodities, mining, oil and gas,
industrials, and utilities are set to benefit from fulfilling this
increased demand while enjoying increased pricing power.
Meaningfully cheaper than their technology counterparts, yet
with an appealing potential top-line growth trajectory, these
sectors offer potential opportunities to participate in a trend
that has yet to show signs of moderating.

Electricity Inflation
3Y Annualized Change

Exhibit 1: Electricity inflation is the highest in 40 years, just as data center & Al demand surge
US electricity CPl component, 3-year annualized change
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* Bloomberg U.S Large Cap Dividend Yield Total Return Index used as substitute for index characteristics.
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Producers Price Index (Apr): MoM (+0.5% HL,
0.5% Core), YoY (2.2% HL, 2.3% Core). Downward
revisions to March offset upside surprise in April.

Consumer Price Index : MoM (+0.3% HL, 0.3%
Core), YoY (3.4% HL, 3.6% Core). Deceleration in
headline and core, yet YoY figures show more
progress needed to bring inflation to target.

Retail Sales (Apr.): MoM (+0.0% HL, -0.3%
Control Group). February and March figures

revised downward.

* Existing Home Sales (Apr.): 5/22
* FOMC Meeting Minutes (May): 5/23
* S&P Flash PMiIs (May): 5/23

* New Home Sales (Apr.): 5/23

* Durable Goods Orders (Apr.): 5/24
¢ U. of Mich. Consumer Sentiment (May): 5/24
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