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Morning market commentary & charts

After the FOMC meeting notes, it seems that Ms. Yellen is now altering the FED’s
focus away from employment, GDP and other determining interest rate policies’
factors to one of the economic indicators, which we had been highlighting as one
of our main benchmarks for our forecasts on FED related policy changes, and our
2015 assumptions on

“No FED rate hike until 2016”’!

namely consumer price inflation indicator (CPIl). The fact that CPI is still
decelerating and significantly below the 2.0% benchmark, which the FED is using as a
pivotal point of inclusion into monetary policy changes, Ms. Yellen sees no need to
raise interest rates currently. Ms. Yellen inferred that the likely trigger to raise rates is
when inflation starts getting back up towards their 2% target. With inflation declining
towards 1%, and likely below that level in the coming months, due to US$
strength and consequently imports increasing and abating inflation, then it
means the rates hikes are a long, long way off.

Hence, we maintain our baseline forecast for 2015 of “No FED rate hike in 2015,
as the global inflationary pressures (data released by the Fed last Wednesday, US
industrial production rose a seasonally adjusted 0.2% in January, falling short of the
expected 0.4% increase) are still declining, and we see increasing macro-
economical evidence of the US economy slowing, and of our baseline forecast
becoming more widely be accepted both by central bankers and by market
participants.

Consequent to the market slowly adapting to our base line scenario, we do see a
strong case for renewed allocations towards high yielding equities mostly
outside of the US, particularly in the case of Japan and Europe, as those equities
markets have entered their periods of seasonal strength until April for Japan, and
mid-May in the case of Europe.

In the US, dividend yields on S&P 500 stocks are clearly exceeding the yields on 10-
Year Treasuries. We believe that the recent statements by the FED and Ms. Yellen will
prompt additional rotation into equities, but nevertheless, we also do see 10- and 30-
Year Treasury Yields declining towards the previous lows, and eventually in late
Q2 make new lows around the 1.45% levels for the 10-Year yields.

S&P 500 Dividend Yield versus 10-Year US Treasury Yield
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US treasury bonds showed a swift and prominent reaction to Yellen’s testimony,
jumping higher following sharp losses recorded since the start of the month. As we
were highlighting in reports over the past 5 weeks, the treasury market after the recent
month’s short term correction now appears poised to make a run back towards the
previous high as it attempts to keep the long-term positive trend alive, but seasonal
tendencies may present a headwind over the months ahead.

The treasury market remains in a period of seasonal weakness that spans the
months of February, March, and April. Earlier this month we highlighted the
significant level of trend line resistance that the 30-Year Treasury Bond had
encountered, trading immediately lower following the test. Although the present trading
channel suggests a positive long-term trend for the treasury market, past instances
have shown that the price of the long-term bond has been inclined to test the lower limit
of the channel over the months that have followed a test of resistance. That would imply
that the price of the long-term treasury bond could trade down to around $135 over the
course of the next year. Despite this resistance, there is no sign of a significant long-
term topping pattern that would suggest a conclusion to the over 30-year old bull market
trend in the treasury market.

For balanced fund managers, any potential weakness in the bond markets over
coming months could be a catalyst for higher equity prices as investors rotate
from one asset class to the other.
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For global equities investors, there are significantly better
value and return opportunities outside the US

Why European and Japanese equities are better value than US equities, and why the
outperformance for European equities will likely last for a long time? Let's look at the
short list:

1. Better relative short to midterm macro outlook

2. Weak Yen and Euro tailwind for Japanese and European exporting companies

significant, and not at all factored in by investors and valuations yet (and strong

US$ headwind for US companies having the reverse affect, not factored in by

investors in US assets)

Better political landscape (no elections for a few years)

Lower interest rate environment (financial restructuring opportunities earlier

stage and greater and more favorable for European Equities)

Higher equity yields for Europe (3.1% for Eurostoxx 600 vs. 1.95% for SPX)

Lower equity valuations (P/E; P/BV)

Household ownership of equities in Continental Europe at multi-year lows, like

in the case of Germany all-time lows (approx. 7.5% vs. 20% in 2000)

8. Regulatory changes going into affect to attract long-term bond investors to
switch into equities (Pension funds; Insurance companies)

bl

Noo

1. Macro divergence between US and Europe decelerating

Economic data in Europe are topping forecasts by the most in almost two years, helping
the region’s equities outstrip shares in the US, where reports have been missing
estimates. The European Commission raised its Eurozone growth forecasts this month
to 1.3 percent for 2015 and 1.9 percent next year. Our 2015 forecasts for the US
economy are to expand by 2.2% for 2015 (2.6% consensus, however not factoring in
the negative impacts of the strong and overvalued US$); releases in February have
shown that data from manufacturing to retail sales and industrial production have
missed projections.

Citi Europe
Economic
Surprise Index

Ratio of Stoxx 600 versus
S&P 500

Stoxx 600
Outperformance
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Exports:

US exports to continue to decline due to strong US$

UNITED STATES EXPORTS

Exports by month (USD Million
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Eurozone exports to continue to rise due to weak EURO

EUROPEAN UNION EXPORTS
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Imports:

US Imports continue to rise due to strong US$

UNITED STATES IMPORTS
mports by month (USD millicn
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European imports continue to decline due to weak EURO

EUROPEAN UNION WAPORTS
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EAFE stock indices have entered their period of seasonal
strength versus US stocks

EAFE equities’ indices have entered a period of seasonal strength relative to the
S&P 500 Index.
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The 25-year chart below shows the Nikkei-225 gaining momentum relative to the
S&P 500. The N-225 is at a 20-year low forward P/E multiple of 13.5x, and a 25-
year low P/E comparison to the S&P 500. We continue to advise investors to
increase allocations towards Japanese equities and towards the $NIKK in
particular, as we see the structural changes made by Abe’s government gaining
traction and delivering tangible results, and Japanese investors increasing
exposure into domestic equities.
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24-Feb-2015 Open 5.74 High 3.79 Low 8.70 Close 2.79 Chg +0.11 (+1.23%) a
— $NIKK:$SPX (Weekly) 8.79 75
—MA(50) 8.06, 4
—MA(200) 7.60 80
ahvolurme undef 55

91 92 93 94 95 95 97 93 99 00 01 02 03 04 05 08 07 08 09 10 11 12 13 14 15
— Full STO 9K(40,20) %D(10) 73.21, 65,13

= MACD(170,26) -0.355 25

{0.355
91 92 93 94 95 96 97 93 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 ‘ 15

The short-term chart shows the $NIKK breaking above a double top and ready to
move towards new highs, as both RSI and MACD and other short-term indicators
are positive.

Our short-term target for the $NIKK is 20,000.
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Historically, the N-225 is in a period of seasonal strength from January until early
April (in part due to fiscal year end {March 315t} window dressing related
performance).
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Europe to continue outperforming the US indices

As we had been expecting, European benchmarks have been outperforming US
benchmarks since the beginning of the year, mainly due to the much lower
valuations attracting investors (P/E; P/CF; much higher dividend yields) but also
benefiting from the accommodative monetary policies enacted by the ECB.

$DAX German D&X Composite (EOD) DEUT @ StockCharts.com
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The DAX 30 continues to make all-time highs, and upside breakout pressures are
on the rise. All short-term technical indicators (MACD, RSI) are positive, the $DAX
30 has broken above 20-, 50- and 200-day MVA.

Our short-term target for the $DAX is 11,800.
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24-Feb-2015 Open 11150.47 High 112228.37 Low 110589.77 Close 11205.74 Chg +155.10 (+1.909%) «
W $DAK (Weekly) 11205.74
—rA(50) 9731.42
—ra(200) S006.36

8151.57

7600.41
7194.33

6162.37

3588.89

195.72

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
— MACDI(12,26,9) 411.063, 263.456, 147,608 400

20049 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

CGl 8



Creative Global Investments LLC 2/25/2015

Wee see technical evidence of the strength in European equity markets set to
continue, following historic seasonal strength patterns that run through to the
start of May, which is coinciding with the end of annual dividend pay-out period.
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The CAC 40 charted a new 52-week high during yesterday’s session. All short-
term technical indicators (MACD, RSI) are positive, and the $CAC has broken
above 20-, 50- and 200-day MVA.

Our short-term target for the $CAC is 5,200.
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Also benefiting from the European stimulus are equities in the UK, which, thus
far, is following its familiar seasonal pattern of gains from mid-October through
to May. The $FTSE is presently pushing up against resistance around 6900, a
level that has restrained the benchmark for over 15 years. Investors love
significant milestones in equity markets and a breakout in this benchmark has a
high likelihood of more upside momentum. The $FTSE has been underperforming
the S&P 500 Index since 2009, but the strong performance in January and
February so far suggests the trend may be changing. The $FTSE 100 was trading
just 0.04% lower at 6,947.03 in early deals. The index set a new closing record of
6,949.63 on Tuesday, and also reached a new intraday peak of 6,958.89.

Our short-term target for the $FTSE is 7,300.
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A breakout above the 50-
day MVA may be the
catalyst to allow for a run
towards trend line
resistance around $2.90;
longer-term  trend line
resistance can be seen
around $3.00, also the
level of previous
horizontal support that
was broken late last
year. The price of
copper has traded below
its 200-day moving
average for a total of 169
calendar days, the 10th
longest run below this
long-term average over
the past 25 years; when
price trades too far below
significant moving
averages, such as the
200-day, for an extended
period of time, a reversion
to the mean typically
follows. The 200-day
moving average sits right
around the broken level of
horizontal  support at
$3.00.

Commodities commentary & charts

Copper bounced off support and bumped up against resistance during yesterday’s
session. The metal bounced from around its 20-day moving average to hit a high close
to its 50-day, a level that has restrained any rebound attempt for over six
months. $COPPER has been showing signs of stabilizing over recent weeks as
strength in the US$ shows signs of fading, at least temporarily, providing a reprieve
from the negative pressures the currency has imposed on $COPPER since last June.
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Copper has entered its period of seasonal strength and trades higher between

now and May. With the Chinese New Year celebrations ending tonight, we are
expecting for demand in $SCOPPER to increase and for prices to go higher.
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