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Weekly global equities strategy & charts

Geo-political and macro commentary

In Asia, Japan’s government has decided to nominate Haruhiko Kuroda for a second
term as governor of the central bank when his current one expires in April, a sign the
country's ultra-loose monetary policy will remain in place. The reappointment, widely
expected by financial markets and reported late on Friday by Japanese media, will
heighten the chances the BOJ will stick to its policy of capping borrowing costs around
zero. This offers some relief to investors jittery about signs that some major central
banks may dial back their crisis-mode policies earlier than expected. We see this as a
sign of stability and are expecting a positive impact on Japanese equities overall.

In Europe, the ECB is concerned that the US is exerting "political influence" on
exchange rates and will make this a theme at upcoming G20 meetings, ECB
policymaker Nowotny said in an interview on Sunday. "We in the ECB are certainly
concerned about attempts by the US to politically influence the exchange rate”. "That
was a theme of economic discussions in Davos, where the ECB addressed this, and it
will certainly be a theme at the upcoming G20 summit." the US Treasury department
was deliberately putting downward pressure on the USD. A weaker USD tends to
benefit large US multinational companies, but it can also make imports more expensive
and hurt consumers. The USD has fallen 2% this year and declined 10% in 2017. The
next G20 summit will be held next month in Argentina.

In the Americas, the White House budget proposal projects US economic growth of
3.2% next year, before declining to 3% in 2021 and 2.8% in 2026. The budget, which is
due to be released on Monday, assumes the 10-year Treasury yield will average 2.6%
this year and 3.1% next year before rising to 3.7% by early next decade

Equities commentary & charts

Aswe had been forecasting in last week’s equities strategy report, whilst the US stocks
recovered after hitting a bottom, the USD retreated after shooting up on last Friday 9
February. The USD has been on the rise before Wednesday before saw wild swings on
both Thursday and Friday. The potential US government shut-down in the past days
has little impact on the markets. In addition, the precious gold and silver posted about
1% weekly losses against the backdrop of the sharp declines in the US stocks which
drew a lot of attentions. Investors will also turn their attention to Trump’s infrastructure
plan and the US CPI and retail sales for January this week.

Longer term, the seasonal affects for EU equities remain positive until early May. Again,
this is due to the fact that most companies in Europe are paying out their prior year's
dividends after their announcements of full year results starting in February and lasting
for some until the end of May. (The original causes of “Sell in May & Go Away”).

In Asia, equity markets outside of North America were hit harder than North American
equity markets last week. The Shanghai Composite was notably dropped by -9.60%.
We like to reiterate our positive stance on Japanese equities, combined with
partial hedging of the Yen, as the BoJ’s continued easing, and the potential to
drive it lower against major currencies including the US$, Euro, and AUD, are
fundamentally very attractive, and also will benefit from a seasonal period of
strength until end of March (end of fiscal year 2017).

IMPORTANT DISCLAIMER: As a company purely focused on research, CGl 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 not represent a solicitation to either buy or sell
any securities or derivatives thereof.
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Foreign investors are still tremendously underweight in Japanese equities, both
on a trade weighted and an overall GDP-weighted basis, and we think there is
room for significant further upward momentum in the short-medium term. We
continue advising to use those for long-term asset allocation build-ups to
overweight Japanese equities on a relative basis, as we do see more value in
Japanese equities still at current valuations than in the US.

Today, it trades at 21,382, however, the period of seasonal strength for the N-225

is only about to begln from now until fiscal year end (March 31%).
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In Europe, rising bond yields and the rising Euro cause equity markets to drop, with
Friday capping off the bad week with a sharp decline across the board. The coming
week could see the USD weakness to resume and that could hurt European equities
further. If bond yields keep rising however, we could see more declines for European
equities, despite weakness from the Euro and Pound.

One has to keep in mind that European equity indices have now exited their historic
year-end period of seasonal strength, which gives investors a great entry opportunity to
fully load up on financial and industrial stocks, same for utilities, energy and automotive
stocks, which are paying above market average dividends in the upcoming 4 months.

European high dividend-yield stocks have historically outperformed over the period of
November to May, as fund managers are looking at the upcoming annual dividend
payout season to own the high yielding stocks. Once post pay-out of the annual
dividends, balanced fund managers tend to sell those stocks and “park” their clients
money in either government bonds, currencies, or alternatives until October.

Hence, why there is such a seasonal performance disparity in those sectors:

“Sell in May & go away” is a fact.
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The sectors that were under the most downside tax loss selling pressures were the
energy, oil services and gold sectors. Selected stocks in the gold and precious metals
sectors moved strongly higher late last week implying that seasonal influences may
have come sooner than normal this year. We see any weakness in European
equities to provide investors with a buying opportunity for a seasonal trade in
these sectors into spring. Energy and oil service stocks began showing technical
signs of outperformance late last week, an encouraging technical sign prior to
entering their period of seasonal strength.

In the US, short term political uncertainties remain, including North Korean “sabre
rattling”, struggling NAFTA negotiations, possibly another shut-down of the US
government and increased scrutiny by special council on Russia’s influence on the
Presidential election

US economic news this week focuses on inflation. CPl and PPI are expected to record
significant monthly and year-over-year gains.

Good corporate news was bad news for North American equity markets last week. Q4
earnings and revenues reports continued to exceed expectations. Analysts significantly
raised their estimates for 2018. However, “sell on news” dominated short term technical
action. Key moving averages were broken (Most frequently, the 50 day moving average
of broadly based equity indices and major sectors). Automated selling took over from
there. Volatility spiked. North American equity markets already are deeply oversold prior
to start of their strongest period of seasonal strength from the end of February to the
end of April.

Technical action by individual S&P 500 stocks turned bearish last week. Number of
stocks breaking resistance totaled 3 while number of stocks breaking support totaled
183. Number of stocks trading in an uptrend decreased to 210 from 319, number of
stocks trading in a neutral trend increased to 102 from 55 and number of stocks in a
downtrend increased to 188 from 126 The Up/Down ratio plunged last week to
(210/188=) 1.12 from 2.53

Medium term technical indicators in the US (Percent of stocks trading above their 50
day moving average, Bullish Percent Index) moved significantly lower last week, but
have yet to show signs of bottoming.

Short term technical indicators for US equity markets and most sectors (short term
momentum, above/below 20 day moving average) continued to trend down and have
yet to show signs of bottoming.

Now is the time to watch closely for sectors and markets that show positive strength
relative to the S&P 500 Index. They likely will be top candidates for purchase during the
next month when technical bottoming is likely. Short and intermediate technical
indicators for most markets and sectors are deeply oversold and have yet to show signs
of bottoming.
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Q4 reports released by S&P 500 companies to date have been encouraging. 68% of
S&P 500 stocks have reported to date. 74% reported higher than consensus earnings
and 79% reported higher than consensus revenues. The outlook for S&P 500 earnings
and sales remains positive:

* Q4 adjusted earnings (excluding one-time write downs related to the tax bill)
are expected to increase 14.0% (Up from 13.4% last week) on a 8.0% increase
in sales (up from 7.5% last week).

* Estimates beyond Q4 of 2017 were revised higher again mainly due to changes
in US corporate tax laws.

* Q1 2018 earnings are expected to increase 16.9% on a 7.4% increase in sales
(Up from 7.1%).

* Q2 2018 earnings are expected to increase 18.7% (up from 16.0%) on a 7.8%
increase in revenues (up from 7.2%). Q3 earnings are expected to increase
20.3% (up from 18.3%) on a 6.5% increase in revenues. Q4 earnings are
expected to increase 17.3% (up from 14.2%) on a 5.0% increase in revenues
(up from 4.8%).

* Full year 2018, earnings are expected to increase 18.5% (up from 16.8%) on a
6.5% increase in sales (up from 6.4%).

Earnings and revenue prospects beyond Q4 report season are very good for US based
companies with international exposure. Consensus S&P 500 y-o-y earnings are
expected to rise +18% in 2018. Earnings will benefit significantly from y-o-y weakness
in the USD when revenues and earnings from international operations are translated
into USD’s. US based companies with 50% of earnings and revenues coming from
international operations will see earnings and revenues increase by +6.5% from foreign
currency translation alone following a -13% fall in the USD from its high at 103.82 in
January 2017. The USD averaged 100 in Q4 of 2016 and 101 in Q1 of 2017. We
maintain our 2018 target price of 80.0 for the USD

$USD US Dollar Index - Cash Settle (EOD) ICE ® StockChartscom
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Seasonal influences on US equity indices and economic sensitive sectors turn Positive
as of the 2™ week of February.
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$BSE remains close to
the lower trendline.
Price closed below the
20-day MVA.

Short-term momentum
indicators are Negative.

Intermediate trend
changed to Negative.
Strength relative to the
S&P 500 Index is
Negative.

$NIKK is testing the 50-
day MVA.

The $NIKK remains
below its 20-day MVA.
Short-term momentum
indicators are Oversold.

Asian equity markets weekly charts
The BSE lost 1060.99 points (3.03%) last week.
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The Nikkei Average dropped 1891 points (8.13%) last week.

$NIKK Tokyo Nikkei Average - Nikkei 225 (EOD) INDX ® StockCharts.com
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The Shanghai Composite Index lost 323.23 points (9.60%) last week.

$SSEC Shanghai Stock Exchange Composite Index (EOD) INDX ® StockCharts.com

9-Feb-2018 Open 3172.85 High 3180.11 Low 3062.74 Close 3129.85 Chg -132.20 (-4.05%) v
Intermediate trend is W oSEC (Daily) 3129.85 Tﬁ sesn
Negative. $SSEC igﬁgEi_ﬂﬂf‘i}iiq 0 i 2500
pierced through the Tl o0 I
200-day MVA. saon
Strength relative to the [ -

S&P 500 Index is

Negative. 3@2/'4]//// _— TMW~ ==
— ra3ae=
I e———

- 3150

The $SSEC remains
3100

below the 20-day MVA.

Short-term momentum 14 21 28 Sep 11 18 25 Oct 16 23 MNoves 13 20 27 Dec 11 13 262018 & 15 22 20Feb

. . . — $SSEC:$5SPX 1.195 1.375

indicators are Negative g 1350

and significantly 1 T 1300

Oversold. <

MRSI(14) 21.98

— MACD(12,26,9) -31.685, 10.782, -42.467

//’ ‘\-
W‘WW 2 k T

14 21 28 Sep 11 18 25 Oct 16 23 Novs 13 20 27 Dec 11 18 262018 2 15 22 29Feb

The Shanghai Composite Index lost 323.23 points (9.60%) last week.

$SSEC Shanghai Stock Exchange Composite Index (EOD) INDX @ StockCharts.com
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Intermediate trend is
Negative. $HSI broke
through the important
30 000 level.

The $SSEC moved
below the 50-day MVA.
Short-term momentum
indicators are Negative.

Intermediate trend
changed from Neutral to

Negative. Price broke
through the 200-day
MVA.

$DAX remains below

the 20-day MVA.
Strength relative to the
S&P 500 Index is
Negative.

Short-term momentum
indicators are Negative.

The Hang Seng dropped 3094 points (9.49%) last week.

$HSI Hong Kong Hang Seng (EOD) INDX
9-Feb-2018
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European equity markets weekly charts

The DAX 30 dropped 677.68 points (5.30%) last week.

$DAX German DAX Composite (EOD) DEUT
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The CAC 40 lost 285.77 points (5.33%) last week.

$CAC French CAC 40 Index (EOD) ENXT ® StockCharts.com
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The AEX 25 dropped 31.75 points (5.77%) last week.
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The IBEX 35 lost 571.60 points (5.60%) last week.
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The FTSE dropped 143.85 (1.86%) last week.

$FTSE London Financial Times Index (FTSE 100) LSE ® StockChartscom
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The RTSI dropped 80.26 (6.32%) last week.
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The SMI dropped 538.69 (5.84%) last week.

$SMI Swiss Market Index (EOD) INDX ® stockCharts.com
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Intermediate trend
remains Positive. The

Index remains above
the 20-day MVA. VIX is
ranging after a big
breakout.

Intermediate trend is
Negative. The Index
closed below its 20-day
MVA. $SPX broke

through the 50-day MVA
but rejected of the 200-
day MVA.

Short-term momentum
indicators are Negative.

The Index remains
below the 50-day MVA.

The Index remains
below the 50-day MVA.

US equity markets weekly charts
The VIX Index gained 11.75 (67.88%) last week.

$VIX volatility Index - New Methodology INDX
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The S&P 500 Index lost 142.58 points (5.16%) last week.
$SPX S&P 500 Large Cap Index INDX @ StockChartz.com
9-Feb-2015 Open 2001.78 High 2035.07 Low 2532.02 Close 2019.55 Volume 3.78 Chg +35.55 (+1.99%) -
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Percent of S&P 500 stocks trading above their 50-day moving average dropped
last week to 18.20 from 60.40.

$SPXAS50R S&P 500 Percent of Stocks Above 50 Day Moving Average (EOD) INDX
9-Feb-2018
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Percent of S&P 500 stocks trading above their 200-day moving average dropped
last week to 60.20 from 76.00.
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Bullish Percent Index for S&P 500 stocks dropped last week to 40.40 from 77.80
and moved below the 50-day moving average.

$BPSPX S&P 500 Bullish Percent Index INDX @ StockCharts.com
9-Feb-2018 Open 52.60 High 52.60 Low 40.40 Close 40.40 Chg -13.90 (-:24.91%) ~
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The Dow Jones Industrial Average lost 1330.06 (5.21%) last week.

$INDU Dovw Jones Industrial Average INDX
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Bullish Percent Index for Dow Jones Industrial Average dropped last week to

43.33 from 83.30 and remained below its 20-day moving average.
$BPINDU DJ& Bullish Percent Index INDX
9-Feb-2018
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Dow Jones
Transportation Index
crashed all the way to
the important support at
10 000.

Strength relative to the
S&P 500 is Negative.
The $TRAN remains
below its 20- day MVA.

Short-term momentum
indicators are Negative.

The Index moved below
the 200-day MVA.

$COMPQ crashed
through the lower
bound of the channel.
Strength relative to the
S&P 500 Index remains
Positive.

The Index remains
below the 20-day MVA.

Short-term momentum
indicators are Negative.

The Dow Jones Transportation Average lost 550.57 (5.15%) last week.
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Bullish Percent Index dropped last week to 50.42 from 65.89 and remained below
its 20-day moving average.

$BP COMP Q Masdag Composite Bullish Percent Index INDX
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The NASDAQ Composite Index lost 366.46 points (5.06%) last week.
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$RUT tested the 200-
day MVA. Strength
relative to the S&P 500
Index remains Negative.

The Index remains
below the 20-day MVA.
Short-term momentum
indicators are Negative.

Intermediate trend
changed from Neutral to
Negative. $SPEN broke
through the 200-day
MVA and an important
support. Strength
relative to the S&P 500
Index is Negative.

The Index remains
below the 20-day MVA.
Short-term momentum
indicators are Negative
and Oversold.

$0SX broke through the
lower trendline.
Strength relative to the
S&P 500 remains
Positive.

The Index moved below
its 20-day MVA. Short-
term momentum
indicators are Negative.

The Russell 2000 Index dropped 69.44 points (4.49%) last week.
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The S&P Energy Index lost 45.39 points (8.46%) last week.
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The Phlladelphla Oil Serwces Index dropped 15. 89 pomts (10.54%) last week.
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$HUI broke through the
support at 185.

Strength relative to the
S&P 500 Index remains
Negative.

The Index remains
below 20-day MVA.
Short-term momentum
indicators are Negative.

$BVSP corrected
towards the support
and rejected of the 80
000.

BVSP remains above
the 20-day MVA.

Short term momentum
indicators are Negative.

Intermediate trend
changed from Neutral to
Negative. $MXX rejected
from the support at 47
000.

$MXX moved below the
50-day MVA.

Short-term momentum
indicators are Negative.

The AMEX Gold Bug Index lost 13.49 points (7.17%) last week.
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Americas equlty markets weekly charts
The BOVESPA dropped 3142 points (3.74%) last week.
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The Mexican Bolsa lost 2596 points (5.15%) last week.
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Bullish Percent Index for TSX Composite dropped last week to 56.00 from 66.40
and moved below its 20-day moving average.

$BPTSE TSX Composite Bullish Percent Index TSE ® StockCharts.com
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The TSX Composite Index lost 571.50 points (3.66%) last week.
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Percent of TSX stocks trading above their 50-day moving average dropped last
week to 13.11 from 23.46 % and remained below the 200-day moving average.

$TSXAS50R S2EP/TSX Composite Percent of Stocks &bove 50 Day Moving &verage (EOD) TSE ® StockCharts.com
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Percent of TSX stocks trading above their 200-day dropped last week to 38.11%
from 47.33%
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EM equity markets weekly charts
Emerging Markets iShares lost $2.63 (5.36%) last week.

EEM iShares MSCI Emerging Markets ETF NYSE @ StockCharts.com
9-Feb-2018 Open 45.31 High 45.728 Low 45.03 Close 46.42 Volume 153.4M Chg +0.73 (+1.60%) ~
%0 EEM (Daily) 46.42 i 520

Intermediate trend is Zaaczo) 433 o
Negative. Strength avao . L, o P
relative to the S&P 500
Index remains Positive.
EEM erased the YTD

gains.

a45.5
{A5za1982:

a3 .5

Units remains below the
20-day MVA. Short-term
momentum Indlcators 28 Sep 11 18 25 Oct Q 16 23 Nov & 13 20 27 Dec 11 18 262018 = 16 22 29Feb
are Negative. J:,s,gfg;éﬁ;f,gom

0.0180

{0.0177]
GEeLEL

0.0172
0.0170

A RSI(14) 38.29

{=lu}
70

A Gz

10

28 Sep 11 13 25 Oct 9 16 23 Novs 13 20 27 Dec 11 13 262018 2 16 22 29Feb

The Australia All Ordinaries Index dropped 292.30 points (4.69%) last week.

$AORD Australia ASX &l Ords Composite (EOD) INDX ® StockCharts.com
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CGI Recommendation Principles:

BUY Recommendation: The security is expected to generate a total return of over 20% during the next 3 -
12 months time horizon.

SELL Recommendation: The security is expected to generate a total return below -10% during the next 3 -
12 months time horizon

Regulation

CGl is a member of EurolRP (European Association of Independent Research Providers) in the UK and is
subject to the rules and business guidelines of the relevant regulators in all other jurisdictions where it
conducts business. CGl’s research reports are prepared in accordance with the recommendations of the
EurolRP Association.
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research based on research objectivity and independence. These procedures are documented in CGl's
research policies. Employees within CGI's Research Departments have been instructed that any request that
might impair the objectivity and independence of research shall be referred to Research Management and the

Compliance Department.

CGI's Research Departments are organized independently from and do not report to other business areas
within CGI. Research analysts are remunerated in part based on the overall profitability of CGI, which may
include investment banking advisory revenues, but do not receive bonuses or other remuneration linked to
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research report, calculations and presentations in this research report are based on standard econometric
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Important Legal Information/Risk warning

Major risks connected with recommendations or opinions in this research report, including as sensitivity
analysis of relevant assumptions, are stated throughout the text. All investments involve risks, including the
possible loss of principal.

Investments in foreign securities involve special risks including currency fluctuations, economic instability and
political developments.

Investments in emerging markets, of which frontier markets are a subset, involve heightened risks related to
the same factors, in addition to those associated with these markets’ smaller size, lesser liquidity and lack of
established legal, political, business and social frameworks to support securities markets. Because these
frameworks are typically even less developed in frontier markets, as well as various factors including the
increased potential for extreme price volatility, illiquidity, trade barriers and exchange controls, the risks
associated with emerging markets are magnified in frontier markets.

Commodities’, Stocks’, bonds’ and foreign exchange prices fluctuate, sometimes rapidly and dramatically,
due to factors affecting individual companies, particular industries or sectors, or general market conditions.

Expected updates
Each working day/Date of first publication/See the front page of this research report for the date of first
publication.

General disclaimer

This research report has been prepared by CGI and is provided for informational purposes only. It does not
constitute or form part of, and shall under no circumstances be considered as, an offer to sell or a solicitation
of an offer to purchase or sell any relevant financial instruments (i.e. financial instruments mentioned herein
or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests
with respect to any such financial instruments) (‘Relevant Financial Instruments’).

The research report has been prepared independently and solely on the basis of publicly available information
that CGI considers to be reliable. While reasonable care has been taken to ensure that its contents are not
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loss of profits, arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts responsible for the research report
and reflect their judgment as of the date hereof. These opinions are subject to change and CGI does not
undertake to notify any recipient of this research report of any such change nor of any other changes related
to the information provided herein. This research report is protected by copyright and is intended solely for the
designated addressee. It may not be reproduced or distributed, in whole or in part, by any recipient for any
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