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Trump’s Wall Street rally rings hollow
Wednesday, August 2"9, 2017

Dow Jones hits all-time highs based on shares with
international exposure

e Since the election, firms with more offshore sales outperform the market
e Tech shares are most likely to have greater foreign exposure

e Short sellers less skeptical of internationally-exposed stocks

President Donald Trump believes his political turmoil has no bearing on US stocks -
this claim rings hollow, as data shows that firms with greater offshore sales have
performed better since the election. Naturally, these shares offer a hedge against the
domestic uncertainty which defines the Trump era.
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Change of Heart

In the weeks following the election, investors preferred shares with low overseas
exposure. The top 10% of US shares by international revenue underperformed their
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https://twitter.com/realDonaldTrump/status/892366646542782464

market peers by 1.9% in November; however, this was only a momentary setback,
and internationally-exposed shares have since recovered all lost ground.
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Since December 2016, US shares with the largest portion of overseas revenue
returned a monthly average of 2%, according to IHS Markit Research Signals.
Compared with the majority of constituents from the IHS Markit Research Signals US
Total Cap list — which derive the entirety of their revenues domestically — these
returns are more than double.

For four of the six subsequent months, overseas-exposed US stocks have
outperformed the market by a combined 4.6%.

The desire to gain shelter from a turbulent domestic environment isn’t the only likely
tailwind for US cosmopolitan stocks. The falling dollar has made export-dependent
companies more competitive, and boosted the value of foreign profit streams.

Tech less exposed

Tech firms have disproportionally benefited from overseas exposure; they are

heavily represented among the group of US shares that derive the most revenue
from outside North America.

In fact, there are 105 tech firms represented in the latest sector rankings — 44 more
than industrials, which are the second most represented sector.



https://www.reuters.com/article/us-global-forex-idUSKBN1AH2TA
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Materials firms, such as chemical and aluminum producers, complete the three
sectors most likely to draw revenues from overseas.

Short sellers taking part

Short sellers haven't been willing to take on the other side of the rally — they have a
lower than average exposure among internationally-exposed shares.

While only 10% below the overall universe of shorts, this positioning is significant. It
indicates the rally over the last few months may still have legs, and has so far failed
to attract skepticism of a perceived bubble market.
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Disclaimer

The intellectual property rights to this report provided herein is owned by Markit
Group limited. Any unauthorised use, including but not limited to copying,
distributing, transmitting or otherwise of any data appearing is not permitted without
Markit’'s prior consent. Markit shall not have any liability, duty or obligation for or
relating to the content or information (“data”) contained herein, any errors,
inaccuracies, omission or delays in the data, or for any actions taken in reliance
thereon. In no event shall Markit be liable for any special, incidental, consequential
damages, arising out of the use of the data. Markit is a trademark owned by the
Markit group.

This report does not constitute nor shall it be construed as an offer by Markit to buy
or sell any particular security, financial instrument or financial service. The analysis
provided in this report is of a general and impersonal nature. This report shall not be
construed as providing investment advice that is adapted to or appropriate for any
particular investment strategy or portfolio. This report does not and shall not be
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construed as providing any recommendations as to whether it is appropriate for any

person or entity to “buy
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sell” or “hold” a particular investment.




