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Equity Market Commentaries

The World Trade Organization (WTO) has cut its trade growth forecast for 2013
because of risks from the Eurozone crisis and from greater protectionism. Global trade
is now expected to grow by 3.3% this year, the WTO says, down from its earlier
forecast of 4.5%. For 2014, however, growth should rebound to about 5%.

Countries might turn to protectionism as other attempts to boost growth have been
"found wanting", he said. "There is a need for more rules-based trade in order to reduce
unemployment and to stimulate growth," he said. The WTO also warned that the
weakness in Europe's economies would continue to weigh on trade. The WTO said
"improved economic prospects for the United States in 2013 should only partly offset
the continued weakness in the European Union, whose economy is expected to remain
flat or even contract slightly this year according to consensus estimates".

"China's growth should continue to outpace other leading economies, cushioning the
slowdown, but exports will still be constrained by weak demand in Europe," it added.
The WTO said that trade had grown by just 2% in 2012, the second-worst figure since
records began in 1981. The worst performance had come in 2009 when trade shrank.
Average growth over the past two decades has been 5.3%, it said. In US$ terms, the
value of the goods traded last year remained stagnant at US$ 18.3 trillion (£11.9
trillion). The value was unchanged because prices for coffee, cotton, coal and iron ore
fell.

Toyota is disputing Ford's claim that the Focus was the world's best selling car in
2012, with the Japanese company saying that its Corolla marque took the crown
with sales of 1.16M vehicles. That's above the1.02M Focuses that were sold.

Here is our own Sabine Blumel’s interpretation of data, clarifying “partially correct”
statements from Ford: Ford’s statement is only true for the nameplate ‘Golf’ which is the
hatchback version. If you include just the most obvious other body-styles of the VW Golf
that are named differently, VW outsells Ford by 60%. The picture becomes even more
skewed against Ford, if you take into consideration that the Golf underpins other
derivatives at the VW brand (Touran etc.) and other group brands such as the Audi A3,
the Skoda Octavia, the Seat Leon. And let's not forget, one of Ford’s structural
weaknesses is the fact that it's basically just a one-brand OEM.

Production 2011 2012 2013
VW Golf hatchback 624,927 693,277 639,734
VW Golf Plus MAV 88,508 95,161 76,677
VW Jetta/Vento/Bora saloon 749,950 826,215 947,183
VW Golf all body styles 1,463,385 1,614,653 1,663,594
Ford Focus 845,691 920,006 1,071,515

Source: LMCA
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US Earnings Outlook

With 25% of S&P 500 earnings coming out of Europe, and 6% coming from Japan,
we think that most sell side analysts are behind the curve on this. The negative
impact on first quarter earnings by international companies due to strength in the
US$ on a year-over-year basis will be mentioned frequently when first quarter
reports are released during the next three weeks. The US$ Index averaged
approximately 81.0 in the first quarter of 2013, up from approximately 79.0 in the
first quarter last year. At the end of the quarter, the Index was at 83.14 versus
79.00 last year. However, the US$/Yen has fallen by -31.5% since September 2012,
which is in line with our forecasts, and this will weigh significantly on EPS for Q1
and will continue to be a negative surprise for analysts throughout 2013,
particularly, as we anticipate the US$/Yen to be at 1.12 by year end 2013.
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Investors are now expecting earnings to decline by 0.6% for the first quarter, well
below estimates as of the end of 2012 calling for an increase of 2.1%. First
quarter earnings season is the last major fundamental catalyst within the
favorable six months of the year for equity markets, which concludes around May
5th, on average. From the start of May through the month of October,
directionless markets are the average.

The historic move higher by equity markets in the month of April may be in doubt this
year. Technical indicators for the S&P 500 index, Dow Jones industrial average and the
TSX composite index also are flashing a warning sign. Since Nov. 16, the S&P 500
index is up 16.8 per cent, the Dow Jones industrial average has gained 16.9 per cent
and the TSX composite index has advanced 8.4 per cent. Short-term momentum
indicators are overbought, but have yet to show significant signs of peaking.

So, our Q2 Global Strategy Outlook’s advice to clients to “Sell in May and Go
away” strategy seems so far to become more and more reality. Current technical
data and the likely response to first-quarter reports is that North American equity
markets might enter into at least a shallow corrective phase before May 5 of this
year.

Additionally, we are advising to use the current inherent US$ strength, which we
expect to fade, as seasonal tendencies for the US$ are negative from April to
August, and for investors to increase weightings in foreign stocks, particularly in
Japanese and in Eruopean stocks.

Japanese companies see the continued weakening of the Yen as an opportunity
to increase investments abroad, and are buying foreign assets. European
companies are generating more than 50% of their earnings from outside of the
Eurozone, and for the Eurostoxx 600, about 30% of earnings are coming from
emerging markets.

Hence why we see better buying opportunities in Japanese and European stocks.
CGl 2




Creative Global Investments LLC 4/10/2013

Global Macro Commentary

Upcoming events:

e Japan Machine Orders for February will be released at 7:50pm EST. The
market expects a year-over-year decline of 7.5% versus a decline of 12.5%
previous.

e Australia Unemployment Rate for March will be released at 9:30pm EST. The
market expects no change at 5.4%.

*  Weekly Crude Inventories will be released at 10:30am.

*  The FOMC Minutes from the latest meeting will be released at 2:00pm.

e The Treasury Budget for March will be released at 2:00pm. The market
expects -$172.4B versus -$203.5B previous.

Past data review:

Event Actual Forecast Previous
CNY Consumer Price Index (YoY) 2.10% 2.50% 3.20%
CNY Producer Price Index (YoY) -1.90% -1.90% -1.60%
CHF Unemployment Rate s.a. 3.10% 3.10% 3.10%
CHF Unemployment Rate 3.20% 3.30% 3.40%
EUR German Trade Balance (euros) 16.8B 15.0B 13.6B
EUR German Current Account (euros) 16.0B 14.2B 9.7B
EUR German Exports s.a. (MoM) -1.50% -0.30% 1.30%
JPY Machine Tool Orders (YoY) -21.60% -21.50%
EUR German Imports s.a. (MoM) -3.80% -0.10% 3.30%
CHF Consumer Price Index (MoM) 0.20% 0.30% 0.30%
CHF Consumer Price Index (YoY) -0.60% -0.50% -0.30%
CHF CPI — EU Harmonized (MoM) 0.50% 0.30%
CHF CPI — EU Harmonized (YoY) -0.30% 0.10%
CHF Retail Sales (Real) (YoY) 2.40% 2.50% 2.00%
GBP Industrial Production (MoM) 1.00% 0.40% -1.30%
GBP Industrial Production (YoY) -2.20% -2.80% -3.10%
GBP Manufacturing Production (MoM) 0.80% 0.40% -1.90%
GBP Manufacturing Production (YoY) -1.40% -1.40% -3.30%
GBP Visible Trade Balance (Pounds) -A£9416 -A£8600 -A£8168
GBP Trade Balance Non EU (Pounds) -A£4276 -A£3650 -A£3380
GBP Total Trade Balance (Pounds) -A£3642 -A£2800 -A£2494
USD NFIB Small Business Optimism 89.5 89.8 90.8
CAD Housing Starts 184.0K 175.0K 183.2K
CAD Building Permits (MoM) 1.70% 3.00% 1.80%
USD Wholesale Sales (MoM) 1.70% 1.30% -0.80%
USD Wholesale Inventories -0.30% 0.50% 0.80%
GBP NIESR Gross Domestic Product Estimate 0.10% 0.10%
USD JOLTs Job Openings 3925 3740 3611
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Asian Economies China has posted a surprise trade deficit in March as imports rose more-than-

expected on stronger demand for commodities such as copper and oil. The
Chinese trade with the deficit may signal that domestic demand is picking up and China's attempts to
States jumped 10.8% move away from export-led growth were working. Imports surged 14% from a
year-on-year in the first year earlier. Analysts were expecting a 5% increase. Exports only rose by 10%,
quarter but fell 1.9% leading to a US$ 884mn (£577mn) deficit. There was a surplus of US$ 15.3bn in

with Europe "in further FePruary.

evidence of an uneven
recovery in the global
economy

In recent years, China has relied heavily on its exports and investment spending to
maintain a strong pace of growth. However, as economic growth in its key markets such
as the US and Europe has slowed, exports have weakened.

In the longer term, Beijing has said it wants to increase domestic demand and boost
imports to reduce its dependence on exports and achieve more sustainable growth.
March's figure suggests this cycle is coming to a turning point. If domestic demand
turns out to be stronger than expected, it's definitely positive for the economic outlook.

Trade data for China is unpredictable at the beginning of the year because of the Lunar
New Year holiday when many factories shut down. Official export data released by
China sometimes does not match corresponding figures coming from its trading
partners. The 10% headline growth number masks an uncomfortable reality: either the
trade data is unreliable, or if it is reliable, then what are being booked as exports are not
actually exports.

European Economy

US Economy The number of positions waiting to be filled rose by 314,000 to 3.93 MN, the most
since May 2008, from a revised 3.61 MN the prior month, the Labor Department
said today in Washington, that was a three-month high. Some commentary holds
that the above figures show that employers were getting ready to expand hiring
before federal government budget cuts went into effect.

The NFIB's small company confidence gauge retreated by 1.3 points in April, to
89.5.

Wholesale inventories dropped by 0.3% month-on-month in February
(Consensus: 0.5%).

ICSC's weekly retail sales gauge improved by 0.7% week-on-week.

CGl 4
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Given the time of year,
with the average “Sell in
May” date just around
the corner, we are
within the window when
sell signals are typically
realized.

Just as the market
realized last year, (we
had identified the peak
of global markets to
have been April 2" ) it is
increasingly likely that a
“Sell in April” event will
be realized given the

technical Sell signals
that are becoming
ubiquitous.

Global Markets Commentary

Stocks started today's session with decent gains, tracking Asian markets higher after on
the back of optimism regarding central-bank stimulus. Investors were shrugging off
a surprise trade deficit in China in March, as the data showed a strong rebound in
imports. Export growth, however, was weak.

Miners were performing well this morning in London on the back an improved outlook
for domestic demand in China. The sector performed strongly yesterday after data
showed that Chinese inflation had slowed dramatically last month, sparking hopes that
Bank of China will hold off from tightening policy for the time being.

Japanese Prime Minister Shinzo Abe, who took office in December, said yesterday
that "bold monetary easing" would turn persistent deflation into inflation in Japan. The
news comes after last week's move by the Bank of Japan to double monthly bond
purchases to achieve an annual inflation rate of 2.0% within two years. Traders are now
turning their attention to the minutes of the latest Federal Open Market
Committee (FOMC) meeting in the States which will be released later this evening
following the decision to leave stimulus measures unchanged. Last week's gloomy US
jobs report has calmed fears that the Fed will scale back its quantitative easing program
anytime soon.

The MSCI World (ex-USA) is starting to show a double top pattern. Indices around
the globe are overwhelmingly showing bearish setups, the impact of which could
bring upon the long-awaited correction in equity markets.
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Investors are impressed with the direction taken by the newly elected Mexican
government. The Mexican ETF broke to an all-time high.
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US Market Commentary

The chart below keeps track of 12-month reported earnings trend, inflation-adjusted, for
S&P 500 earnings from 1900 until today. As the chart illustrates, there have been
several major declines over the past 113 years, it is the recent financial crisis, which
resulted in the greatest plunge in corporate earnings.

Earnings have historically rebounded sharply following a massive decline (e.g. following
the 1920-21 recession, following the Great Depression, and following the financial
crisis). It is worth noting, however, that inflation-adjusted earnings are currently lower
than where they were 16 months ago.
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The S&P 500 Index managed to return above its 20 day moving average

yesterday.
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$SPX S&P 500 Large Cap Index INDX @ StockCharts.com
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Recent US$ weakness, which we had anticipated as the US$ was extremely
overbought, helped base and precious metal stocks and their related ETFs.
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BHP BHP Billiton Ltd. NYSE @ StockCharts.com
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Rotation from economic sensitive to defensive, higher yielding equities and
sectors continues.
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The benchmark broke a
key intermediate rising
trend line last week,
threatening the almost
five month trend of
higher-highs and higher-

lows. The benchmark
has been
underperforming the

broad equity market since
the year began as the
technology heavy index
fails to attract buyers
during this period, which
is seasonally weak for
tech stocks.

The advance-decline line
for the index is showing a
similar break of trend,
declining from a point of
resistance in the month of
March and  breaking
below the positive trend
line that originated in
November of 2012.

The break of trend of the
advance-decline line
reiterates the struggling
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The NASDAQ Composite is already showing early signs of breaking trend,
leading the market weakness over recent weeks.
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equ|ty market momentum $NAAD Nasdag Advance-Decline Issues INDX ® StockCharts.com
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European Markets Commentary

The last 3 years for European equity indices appears to be a fractal view of the last 15
years. Same pattern, shorter time frame. Having 40% of the large European economies
below the 20-month mva and 20-week mva is not a positive development after we had
started a global bull late last year. Having 80% of these markets below the 20-
weekmva is very bearish for short-term price action. This week matters in terms of the
charts breaking down technically.

6 major markets currently are below the 20-weekmva and Canada testing it on Friday is
troublesome. The new bull market has not held together very well. Maybe it just needs
a pullback to rev up the engines of growth. Even though in the US the financial media
are not covering this European market with any real depth, this past week behaved very
poorly without 'new' news out of the region.

The UK had an outside week this week. That is the weekly bar went above the last
week and moved down to close below the range of the previous week. Usually,
that type of candle action is associated with tops. It can happen in the middle of
the uptrend, but not nearly as often as it appears in tops. It also wiped out the
gains of 8 weeks worth of work to close near the low of the range. While residing
above the horizontal support line and the 20-week mva is hardly disturbing, the
price action this week was.
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The DAX was not only unable to break to the upside after a lower close last week;

it stroked a big week with a 4% range. It also took out the lows of the last 7 weeks
The Dax moved to close jn one weekly bar.
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The MIB has also broken below the 6 months trend line. It is also making lower
highs and lower lows. Not an encouraging sign.

$MIB FTSE MIB (Milan) Index (EOD) INDX. ®StockCharts.com
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The IBEX took out the January lows and moved below the December lows.
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The Athens Index plunged another 46.24 points (5.32%) last week.
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Fixed Income Markets Commentary

US Bonds

Bond yields are already showing evidence of turning lower, breaking below a
Bonds seasonally significant rising trend line that stretched back to July of 2012.
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The intermediate trend
is noted to have
changed, but a
continuation of this
short-term rebound is
reasonable as the
currency corrects an
oversold condition. A
retest of the 50-day
moving average around
1.32 is increasingly
probable as the
currency exits a period
of seasonal weakness
that concluded at the
end of March.

Euro strength has
generally coincided
with US Dollar index
weakness, often seen
as a positive catalyst
for equity and
commodity prices.

The US$ index is
pushing towards its 50-
day average as
seasonal weakness in
the month of April
pressures the currency
lower.

Currencies Commentary

The Euro has realized rather pronounced declines since the start of February, but
recently momentum indicators have diverged from the short-term price action,
indicating that selling pressures were abating.
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The US$ index is showing signs of rolling over from its recent positive trend.
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The chart shows the trend
in the CRB Index (bottom
line) to Brazil (blue
line), Canada (red line),
and Russia (green  line)
iShares since 2009.

All four markets rose
together until the spring of
2011.

The CRB Index peaked
that spring (thanks to a
rising US$), and has
continued to weaken.

Intermediate downtrend
was confirmed on a
break below support at
289.20. The Index
remains below its 20, 50
and 200 day moving
averages.

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

Short-term momentum
indicators continue to
trend down.

Commodities Commentary

Brazil, Canadian, and Russian stock ETFs peaked at the same time and have
continued to weaken along with commodities. Russia's stock market is especially
sensitive to trends in energy, which is its biggest export market. Relative weakness in
the Chinese stock market (which is the world's biggest importer of commodities) has
also hurt demand for commodities and country stocks that produce them.
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The CRB Index fell 8.11 points (2.74%) last week despite weakness in the USS$.
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Copper fell $0.06 per Ib. (1.76%) last week.
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Just about a year ago,
the Nat Gas market was
laboring under
expectations that the
NYMEX futures contract
for natural gas would
remain at around US$ 3
per 1,000 cubic feet (or
million BTUs).

The key to Nat Gas
prices is on the demand
side. Here, several
factors are emerging to
portend higher prices.

We keep our estimates
of about US$ 4.35 come
high summer, absent
any unforeseen
developments, with an
increase to $4.85 to
$5.60 by the end of
2014.

Oil, Gas & Energy Commentary

The pundits were proclaiming that a surplus of shale gas, over production, and historic
storage surpluses translated into long-term discounted pricing. Last year's historically
warm winter over much of the US had not helped the price either. While this year the
weather is more seasonal, there are other factors in the price rise. For the investor this
means there will be plays developing in specific areas that were simply nonexistent six
months ago. We are not seeing Nat Gas to go back up to the US$ 12 - US$ 15 levels
experienced a few years ago. Those days may be gone forever, due to the tangible
impacts of the unconventional gas revolution (shale, tight, coal bed
methane). However, there will still be volatility in this sector as the ongoing balance
between extraction potential and well counts works itself out. But prices of Nat Gas are
likely to move into a manageable pricing dynamic. Natural gas pricing used to be largely
about how cold were winters and hot were summers. Heating needs were the driver
in the first case, electricity generation for air conditioning determining the second.
These still exist, but today there are other determining factors.

The environment in which Nat Gas companies operate has changed dramatically.
Given the known extractable reserves currently available in the US market, it would be
possible to increase overall gas production 20% a year for the near future. Nobody is
about to do that, of course. It would destroy the market and most of the companies
working in it. But that amount of available volume eliminates a concern on the supply
side. In fact, it will serve to moderate and put some downward pressure on pricing
whether or not it is extracted.

We see 5 factors impacting Natural Gas Prices, and each has been enhanced by
the period of reduced prices since lower prices will always encourage greater
energy use. As the reliance increases with the usage levels, so will the
commodity price.

e 1. Broad based industrial use has returned and is higher than at pre-
crisis levels. This is always the last of the main traditional demand areas to
return after a recession (and the most recent as the worst in seventy years).

e 2. Natural gas replacing oil as afeeder stock for petrochemicals,
everything from ingredients used in the production of plastics to fertilizers and
widely used chemicals. This flow is actually increasing quicker than | had
initially anticipated.

e 3. A move to liquefied natural gas (LNG) and compressed natural gas
(CNG) as a vehicle fuel. The transition remains primarily noticeable in higher
end trucks, with the emphasis on passenger vehicles still awaiting cost
reductions. Nonetheless, heavy truck, bus and equipment fleets are moving to
natural gas.

e 4. A move from coal to gas for the production of electricity, a
development occurring most rapidly than even the rather optimistic predictions.
The background is this. The US will retire at least 90 GW of capacity by 2020,
with an additional 20-30 GW likely from the imposition of EPA non-carbon
emission standards (mercury, sulfurous and nitrous oxides). Most of today’s
capacity is fueled by coal. Last year, we estimated that for each 10 GW
transferred, 1 billion cubic feet of natural gas per day would be required. Initial
figures are coming in at 1.2 billion, which implies at half of the transition from
coal to gas actually takes place, it will eat up three times the current volume in
storage. Certainly, increasing production will offset some of that. But the
operators have learned that flooding the market does not help any of them.
That is another lesson taught by the shale gas age.

e 5. US LNG exports to Canada are not likely to begin until late 2014, but
will transform the sector. From providing none of the current global LNG trade,
the US will account for at least 9% within ten years.

The key factor for the US Nat Gas industry and for pricing is going to be balancing
production. LNG exports will act as a primary outlet for excess shale gas
extraction. The greater the exports, the lower the price volatility in the US..
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Natural Gas gained $0.10 per MBtu (2.49%) last week.
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