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Global Macro Commentary
Global macro slowdown continues

The OECD today announced it sees evidence of further slowdown as its gauges of
future economic activity, with its composite leading indicator for its 34 members, fell to
99.7 from 99.8 in December and continue to point to slowdowns in the US, the UK and
Russia, however recent readings show steady growth in the Eurozone, and an
acceleration in India.

The OECD'’s leading indicators for China and Brazil suggest that slowdowns in two of
the world's largest developing economies may come to an end over coming months, as
the OECD’s gauges of future activity point to "tentative signs of stabilization. The
indicators suggest the global economy is unlikely to pick up significantly in 2016, with
only India and France set for the biggest acceleration.

In the US last week’s macro data also showed more evidence of the economy slowing.
US employers added 151,000 jobs last month, compared with consensus expectations
for a 190,000 gain and a downwardly revised 262,000 for the previous month, the Labor
Department's non-farm payrolls data showed. Nevertheless, the unemployment rate fell
to 4.9% from 5% in December (vs. economists’ consensus of 5.0%). Average hourly
earnings rising 2.5% y-o-y in January, beating forecasts for a 2.2% increase. Adding
less than 200 thousand jobs for the first time since October, coupled with lower than
expected GDP and productivity figures, has taken some of the shine off of the
previously buoyant US economy.

As we were anticipating, the US trade deficit expanded in December to a seasonally

adjusted -$43.36bn (vs. consensus of -$43.2 BN) from the previous month's -$42.23bn

(exports fell -0.3% and imports increased 0.3%). Exports shrank for the third straight

month while imports posted the first rise in four months. Considering full 2015, the

country’s trade deficit widened 4.6 percent from 2014 as exports fell more than imports.
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The Value of Manufacturers’ New Orders for All Manufacturing Industries also ended in
contraction territory in 2015, down by -4.3%, well below the full year average gain of
3.1%. Depressed commodity prices clearly took a toll on the report, particularly in the
back half of the year. Only a few categories of the report managed to finish the year
with average to above average gains, including the shipment of pharmaceuticals and
tobacco. Overall, December’s report doesn’t change the fact that factory orders are
running well below average, a trend that looks set to continue into 2016.

IMPORTANT DISCLAIMER: As a company purely focused on research, CGI LLC has no business relationships with the company covered in this report, be it investment banking,
consulting or any other type of relationship. In addition, CGI LLC does not seek and does not intend to seek in the future any such businesses, maintains complete independence
and has no conflicts of interest related to the companies in its research universe. Neither the analysts responsible for this report nor any related household members are officers,
directors, or advisory board members of any covered company. No one at a covered company is on the Board of Directors of CGI LLC or any of its affiliates. In addition, CGI LLC
and its employees, including the analyst who wrote this report, hold no equity, debt or other linked derivative investments, the value of which is related in any way, directly or

indirectly, to the operating and stock price performance of the company covered in this report. No such investment positions are held in any of the competitors, suppliers or
customers of the companies in our coverage universe. This report is provided for information purposes only. It should not be used or considered as an offer of securities and it does
8 o e t ot

i mm mall mmns amnibian aw daviiabiian Haaeanf



Creative Global Investments 2/8/2016

Currencies Commentary

The latest sentix investors survey shows that investors are increasingly becoming less
negative on the Euro/USS$.
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The short-term technical outlook for the Euro is positive. The $XEU broke above
its 15-, 50- and 200-day moving averages and we see it to test the 115 levels.
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Seasonally, the US$ index tends to hit a peak at some point in Q1, which may suggest
that the strength realized over the past few months may soon level off. As the US$ is
again at the pivotal point of resistance, and given the FED admitting to a policy mistake,
we are daring to assume that Ms. Yellen and team have the common sense to look
immediately and realistically at the long term damages that a strong US$ will do to the
US economy.
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Global Fixed Income Commentary

The latest sentix survey indicates that investors view economic developments as
becoming an increasingly bullish theme for bonds.
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As we have been writing in prior research since March 2104, the global economy
is slowing, and the trend in 10-Year bond yields in the US, Germany, and Japan is
down, and not done yet.
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The 10-Year Treasury yield also fell to the lowest level since last April. There's another
reason why Treasury yields are falling, and Treasury prices rising. Global investors
move into bond markets with the highest yield. The US 10-Year Treasury yield is much
higher than Europe and Japan. That makes Treasuries attractive to global investors. A
stronger US$ also makes US 10-Year treasuries more appealing. As long as foreign
yields keep falling, Treasury yields will continue to follow them lower. As we have been
on record for 22 months, we see the 10-Year Treasuries yield drop to below 1.40%
in the coming 6 months.

$STNX CBOE 10-Yeor US Treasury Yield INDX ® StockCharts com
0-Feb-2016 0 30am Open 17 60 High 10 10 Low 17 90 Last 10 05 Chg -0.4) (2 23%) ~

- §TNX (Daily) 10.0% P
—MA(S0) 2132

= MA[200) 21.90 T ——— 7
—MA(20) 1905 - -

o Vobime i ~s ]

Mar Apr May Jun Jul Aug Sep Oct Now Dec 2018 Feb Mar Apr May Jun Jul Aug Sep Oct MNov Dec 2016 Fed
MAnsI(14) 26,80

- MACD(12.26.9) -0.863, -0.723

Mar Apr May Jun Jul Aug Sep Oct Now Dec 2015 Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2016 Fed

CGl 3




Creative Global Investments 2/8/2016

Global Equities Commentary

Since 2000 stock markets in the US have seen two massive bear markets each being
followed by a strong recovery rally. It is interesting to note that both of these bear
market rallies are somewhat similar in form (i.e. strong first-year rally followed by a
more moderate rally in succeeding years). As for the current state of the market, the
S&P 500 continues to trade within the confines of its six-year uptrend but is currently
testing support.

Last Friday’s US stable payroll number took and shook US equity markets. The impact
on the equity market was severe with the S&P 500 Index ending lower by nearly -2%.

For the week, the S&P 500 shed 3.10%, charting the lowest weekly close since
2014. Momentum indicators on the weekly chart continue to trend lower, suggesting
escalating downside pressures. The 20 and 50-week moving averages are also point
lower, defining negative trends across both timescales. The $SPX continues to test the
neckline of a massive head-and-shoulders pattern that spans the past two years. A
break of support could see declines of 10% or more; downside target of the bearish
setup points to around 1700

$SPX SAP S00 Lawrge Cap Index o x © S00w bC ha e com
Friday SFet-2016

Opere 1936.94 Ak VBU7.27 [ Cpsons no v -3.10%
g 1947.20 A Sae o ”ws Arvwesnt Dvvterst NI <ry 60.19
Larwr 1872.23 e 1R7S62 Lo Size Viesot NA Last 18R0.0%
Prov Close 194024 O Size o VAP SCTR Vohume 16,4%4.208,512
- g0 - 2
WITOX (waakly) 1000.05 210 e 200
bv.ryied
- AL 2o l‘ “ 2100
B i rrn 36 : | | -
2000
1900
1900
1920
132048 Wiz V80O
- S&P 500 Index continues to test the | 1760
i neckline of a massive -
and - v _— head-and-shoulders topping pattern wee
150 - ~ )
op f- < <l . - s - = ndlilhd i
" ) . i i i 4 : e *
=0
14000 wee
J A T O N D 14 F M A M J I A B O N D 6 F M A M J I A T O N O ¥
—FUS §TO WK(14.3) %O(I) 31,01, 24
7N\ \" .
VAY V4
Y /4 4
£
20
- ETO WK(14,13) WOLI) B3B8, 16, 34
-
£
O
A RRI(14) IN. 04
w0
- - —_ 70
S S L S o Vo TNy e A

BN Vi i g W~

dod8

- MACDO(12,.26.9) “34.784 A0, 594 | |
g e e e _ va‘——., o .

N A s O N B 14 Fr wm oA M 2 S A B O w o 15 Fr wm L s A = o~ o 1.

The hourly chart of the S&P 500 Index reveals that the past two and a half weeks, the
$SPX has been testing longer-term neckline support, roughly between 1875 and
1880. This range of support also forms the basis of a shorter-term head-and-shoulders
pattern that spans the past 10 trading sessions. A break of support in the 1875 to 1880
range would likely escalate selling pressures and lead to the fulfilment of both the
shorter-term and longer-term bearish setup, almost like some Inception awakening that
takes the market through the multiple layers of consciousness.

Downside target of the shorter-term setup, assuming a break of neckline support, points
to around 1820. Reaction to Friday’s closing level will be critical in the days ahead.
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The seasonal outlook for the $SPX is favorable from mid February to the end of April.
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Weekly Investment Conclusion

The latest sentix Economic survey underlines the degree to which participants
have become downbeat on the global economic outlook, as momentum in Germany
and the US has faltered.

The Eurozone overall index fell over 3 points to +6.0 in February, while the US index
declined to its lowest level since October 2012 (at +3.7). Such macro caution is casting
a long shadow across investors’ views on the medium-term outlook for markets. As we
have been highlighting for more than 20 months now, heightened uncertainty over
the global macro outlook is an increasingly positive theme for bonds.

The recent US$ weakness implicitly generates an increasingly positive medium-term
strategic bias on Gold and other commodities.
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Economic news this week will be limited due to Chinese Markets closed for New Year
celebrations. Economic focus this week in the US is on January Retail Sales to be
released on Friday, a report that likely will be mildly bullish.

Last week revealed more technical evidence confirming an intermediate bottom for
most equity indices, commodities and sectors on January 21st. Seasonal influences for
most equity indices, commodities and sectors in February historically have been neutral
to slightly positive. Frequently, January is a month for intermediate lows and February is
the month of base building prior to the spring upsurge.

Investors’ sentiment towards European equities is very negative, as the most
recent sentix survey shows, and hence why we believe it is time now to buy
European equities aggressively.
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Short and intermediate technical indicators for most equity indices, commodities and
sectors remained positive last week. However, short-term indicators are overbought
and showing early signs of peaking. Technical action by individual S&P 500 stocks was
surprisingly bullish despite the 3.1% drop by the Index: 34 stocks broke above
intermediate resistance levels and 19 broke below intermediate support levels.

Energy, Materials and Industrials began to show strength relative to the S&P 500 Index,
an encouraging technical sign for this time of year. However, short-term momentum
indicators are overbought and some are showing signs of rolling over.

Preferred strategy is to accumulate favored sectors, markets and commodities on
weakness as they build base building patterns prior to resumption of an intermediate
uptrend.

To-date, 63% of S&P 500 companies have reported 4 Earnings with 70% reporting
higher than consensus earnings and 48% reporting higher than consensus revenues.
On a blended basis, Q4 earnings on a y-o-y basis were down -3.8% and Q4 revenues
were down -3.4%. Responses generally were negative except when earnings and
revenues blew out consensus estimates.
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Looking forward, 57 companies have issued negative Q1 guidance and 14 companies
have issued positive guidance.

This week 65 S&P 500 companies are scheduled to report this week as well as 3 Dow
Jones Industrial Average companies. According to FactSet, consensus estimates show
y-0-y earnings at -5.3% in Q1, -0.4% in Q2, and +5.5% in Q3 and +10.7% in Q4.

We believe that consensus estimates for 2016 are way too high, and that when
reality will catch up, investors will be set up for a big disappointment.

We have been advising to add towards economically sensitive equity markets for the
past 3 weeks (e.g. Japan, China, German, Australian, Canadian), and towards
commodities (e.g. energy, oil services, mines & metals) and sectors, and believe now is
a good time to line up equities to be purchased when favored seasonal trades primarily
in economically sensitive sectors:

e Automotive stocks

* Industrials

e Consumer Discretionary
* Financials

¢ Materials

* Energy

* Technology

We stand firmly to our point that the December FED rate hike was a policy mistake
proven by the increasing volatility and deterioration in asset prices in the world since.
Hence why we do not expect the FED to continue in 2016 with further tightening, on the
contrary, as we do expect the US economy to show a negative GDP print in either the
current quarter, possibly also in Q2, we are anticipating for the FED to resume its QE
program later in 2016.
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Intermediate trend
remains up. The Index
remained below its 20-
day moving average.

Intermediate trend
remains down. The
Index dropped below its
20-day moving average
on Friday.

Short-term momentum
indicators have rolled
over from overbought
levels.

The index is trending up
from an intermediate
oversold level.

The index is trending up
from an intermediate
oversold level.

US equity markets weekly charts
The VIX Index gained 3.30 (16.42%) last week.
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Bullish Percent Index for S&P 500 stocks increased last week to 37.60% from
33.20% and moved above its 20-day moving average.
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The Dow Jones Industrial Average lost 261.47 points (1.59%) last week.
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Bullish Percent Index for Dow Jones Industrial Average stocks increased last
week to 60.00% from 50.00% and remained above its 20-day moving average.
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The Dow Jones Transportation Average added 35.94 points (0.52%) last week.
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Bullish Percent Index for NASDAQ Composite Index slipped last week to 28.95%
from 29.58% and remained below its 20-day moving average.
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The NASDAQ Composite Index plunged 256.81 points (5.44%) last week.
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The Russell 2000 Index dropped 49.75 points (4.81%) last week.
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The S&P Energy Index fell 14.56 points (3.35%) last week.
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The Philadelphia Oil Services Index dropped 6.25 points (4.22%) last week.
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The AMEX Gold Bug Index gained 27.84 points (22.38%) last week.
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Latam Equity markets commentary & weekly charts
The BOVESPA added 241 points last week.

$BVSP Eraziian Bovespa Stock Index (ECD) INDX © StockCharts.com
. 5Feb2016 Open 4081180 High 4124375 Low 40565 83 Close 4056200 Chg 22064 (0.56%) v
Intermediate trend ™ $BVSP (Daily) 40592.09
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Short-term momentum
indicators are moving
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of bottoming.
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The Mexican Bolsa gained 149 points last week.
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Canadian equity markets commentary & weekly charts

Bullish Percent Index for TSX stocks increased last week to 35.83% from
32.08% and remained above its 20-day moving average.

$BPTSE TS Composite Bullish Percent Index TSE ® StockTharts.com
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The TSX Composite Index slipped 58.14 points (0.45%) last week.
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Percent of TSX stocks trading above their 50-day moving average slipped last
week to 45.00% from 47.92%.
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Percent of TSX stocks trading above their 200-day moving average increased last
week to 29.58% from 28.75%.
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Asian equity markets commentary & weekly charts
The SENSEX lost 207 points last week.

$BSE ndia Bombay Stock Exchange 30 Sensex Index (ECD) INDX © StockChartscom
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Short-term momentum
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The Nikkei Average dropped 698.71 points (3.99%) last week.

$NIKK Tokyo MNikkei Lverage - Nikkei 225 (EOD) INDXX @ StockCharts.com
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The Shanghai Composite Index added 25.89 points (0.95%) last week.

$SSEC Shanghai Comp (EOCD) INDX< @ StockCharts.com
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Emerging Markets iShares dropped $0.56 (1.83%) last week.
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The Australia All Ords Composite Index slipped 31.00 points (0.61%) last week.

$AORD Australia ASX All Ords Composite (ECD) IND3< @ StockCharts.com
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European Equity markets commentary & weekly charts
The DAX 30 lost 346 points last week.

$DAX German DAX Composite (EOD) DEUT _ ® StockCharts.com
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remains neutral.

Strength relative to the
S&P 500 Index remains
positive. The Average
moved above its 20-day
moving average.

Short-term momentum
indicators are oversold,
but are showing signs
of bottoming.
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The CAC 40 lost 131 points last week.

$CAC French CAC 40 Index (EOD) ENXT @ StockChartscom
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Intermediate trend
remains neutral.
Strength relative to the
S&P 500 Index remains
positive. The Average
moved above its 20-day
moving average.

Short-term momentum
indicators are oversold,
but are showing signs
of bottoming.

Intermediate trend
remains neutral.
Strength relative to the
S&P 500 Index remains
positive. The Average
broke above its 20-day
moving average.

Short-term momentum
indicators are trending
up and are oversold,
but are showing signs
of bottoming.

The AEX 25 lost 7 points last week.

SAEX Netherlands Amsterdam Exchange Index (EOD) ENXT ® StockChartscom
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The IBEX 35 lost 257 points last week.
$IBEX Spain Bolsa de Madrid IBEX 35 Index (EQD) INDX © StochkChartscom
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The FTSE lost 153 points last week.

$FTSE London Financial Times index (FTSE 100) LSE ) ® StockChartscom
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Europe iShares slipped $1.05 (2.77%) last week.
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Fixed Income markets commentary & weekly charts

EURO Bonds
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US Bonds

Intermediate trend
changed to down from
up on a move below
1.905%.

Yield remains below its
20-day moving average.

Short-term momentum
indicators are trending
down.

Intermediate trend
remains up. Price
remains above its 20-

day moving average.

Yield on 10 year Treasuries dipped 8.3 basis points (4.30%) last week.

$TNX CBOE 10-Year US Treasury Yield INDX ® StockCharts.com
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The long term Treasury ETF gained $1.42 (1.12%) last week.
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Currencies commentary & weekly charts
The Euro gained 3.31 (3.06%) last week.
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The US$ dropped 0.56 (1.83%) last week.
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The Japanese Yen gained 1.31 (1.56%) last week.

$XJY Japanese Yen - Philadelphia INDX @ StockCharts.com
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The Canadian Dollar gained US 0.52 cents (0.73%) last week
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Commodities commentary & weekly charts
The CRB Index fell 2.89 points (2.89%) last week.
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Copper added $0.03 per Ib. (1.45%) last week.
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Lumber added $12.40 (5.16%) last week.
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The Grain ETN dipped $0.62 (1.99%) last week.
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The Agriculture ETF added $0.05 (0.11%) last week.
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Gold & precious metals commentary & weekly charts
Gold added $41.30 per ounce (3.70%) last week.
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Silver gained $0.54 per ounce (3.79%) last week.
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Platinum gained $29.40 per ounce (3.36%) last week.

$PLAT Platinum - Spot Price (EOD) CME @ StockCharts.com
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Palladium added $0.20 per ounce (0.04%) last week.
$PALL Palladium - Spot Price (EOD) CME @ StockCharts.com
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Oil, gas & energy commentary & weekly charts
Crude oil dropped $2.73 per barrel (8.12%) last week.
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Natural Gas dropped $0.24 per MBtu (10.43%) last week.

$SNATGAS NNatural Gas - Spot Price (ECD) CHE @ StockCharts.com
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Gasoline plunged $0.14 per gallon (12.39%) last week.
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