Creative Global Investments
Morning market commentary & weekly charts

Monday, May 16th, 2016

Carlo R. Besenius
Chief Executive Officer
cbesenius@cg-inv.com

Creative Global
Investments LLC

115 East 57th Street 11th
Floor New York, NY 10022
Tel: 212 939 7256

Mob: 917 301 3734

Creative Global
Investments/Europe

5, op der Heed

L-1709 Senningerberg
Luxembourg/Europe

Tel: +(352) 2625 8640
Mob: +(352) 691 106 969

Objectivity

Integrity

Creativity

Global Macro Commentary

In Asia, China's industrial output rose 6% y-o-y in April (vs. economist’ consensus of
6.6% increase), compared with 6.8% growth a month earlier, the National Bureau of
Statistics said on Saturday. Retails sales in China grew 10.1% in April y-0-y, following a
10.5% y-o-y rise in March, missing forecasts for a 10.6% gain. Fixed-asset investment
in urban areas climbed 10.5% y-o-y in the January-to-April period, compared with an
annual increase of 10.7% for Q1 of 2016. It compared to estimates for an 11.0% rise.
The drop in retail sales seemingly has reversed in the last couple of months from over
11% in Q4 of 2015. While there was a bit of a pickup in March this now looks like it was
simply a Chinese New Year inspired spike.

In Europe, Germany’s gross domestic product grew at a quarterly rate of 0.7% in Qf1,
which translates into an annualized rate of 2.7% and is more than double the rate of
0.3% recorded in Q4 of 2015. Germany’s pickup contrasts with slowdowns in the US
and the UK. Both Japan and Canada have yet to release Q1 GDP numbers, but we are
not expecting any big upside surprises, and that would make Germany the fastest-
growing out of the seven leading industrialized economies. So far for so many Anglo-
Saxon economists “lecturing” Germany how to run public and private policy. Public
spending rose from Q4 as the government faces rising costs related to the record influx
of migrants. A buoyant labor market and low energy prices, meanwhile, continued to
fuel household demand. Net trade however weighed slightly on GDP growth in Q1, as
imports rose more strongly than exports.

In the UK, last week the BoE said Britain risked slower growth, higher inflation and even
recession if voters backed leaving the EU in a referendum on June 23, prompting
criticism that the BoE was biased and itself destabilizing markets. Carney, in a BBC
television interview on Sunday, said he had "absolutely not" overstepped the mark and
that he would be failing the public if he did not flag dangers in advance.

In the US, retail sales for April showed continued concern of the US consumer slowing
following some very disappointing earnings reports released by retailers over the past
week. Although the headline print indicated that retail sales jumped by 1.3%, beating
estimates calling for an increase of 0.9%, however, by stripping out seasonal
adjustments, total retail trade actually declined by -2.3%, worse than the average
change for April of —1.6%. Y-t-d, the trend has ticked marginally below the seasonal
average. The biggest drag on total retail sales remains automobile sales, which are
lagging the average trend, as well as lagging the trend set last year.
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The biggest difficulty for retailers as of present is clearing out bloated inventory levels,
most often by way of discounting. In another report released on Friday, it was indicated
that retailers are sitting on inventories that have grown above average through Q1, the
result of which is likely to keep margins low, impacting profitability. This is going to
become a broader theme of how well businesses can control inventories, which, relative
to sales, remain well above the 10-year average. The report on business inventories
and sales highlights the strain on sales below the retail level. Total business sales
increased by a non-adjusted 12.8% in March, which was slightly above the average
gain for the third month of the year of 12.7%.

However, the y-t-d change is down by -2.1% versus the norm through Q1, the result of
a lag amongst manufacturers and wholesalers who are limited in their ability to sell
though to their retail counterparts. Manufacturers and wholesalers are aggressively
trying to limit their inventory growth now that their inventory-to-sales ratios are at the
highest levels since the great recession.

So while the consumer is showing its willingness to purchase discounted merchandise,
there is work to be done amongst businesses to bring inventories back inline with sales
in order to avoid further margin compression.
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On balance, we clearly see insufficient US macro support for the Federal Reserve
to raise the Federal funds rate in the upcoming June meeting.
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Currencies Commentary

We see the $USD still weakening technically (makmg lower highs & lower lows).
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Seasonally, direction of the $USD in the month of March is generally mixed, showing a
falrly equal tendency for gains and losses.
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Fixed Income Commentary

As we had forecasted in our 2016 Global Investment Strategy, US rates are still
declining. The “Fed sensitive 2-year note” has fallen back to the lower area of its 2013-
16-trend channel. If it violates the red trend line that would turn the tentative decline in
the short-term KST into a decisive one, and seems the most likely outcome since the
intermediate and long-term KSTs are already in “sell mode”.
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The 30-year yield seems on the verge of completing a head and shoulders formation,
with the short-term KST rolling over, but not quite bearish. This $UST30Y vyield chart is
further away from a breakdown than its 2-year counterpart.
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The ratio between the 2-and 30-year yields is still above key support, however most
likely suggesting the probability of a downside break. The convergence of the two trend
lines emphasizes the significance of that support. A declining curve would imply a
weakening economy, which our macro data supports. Should this spread violate the two
green trend lines, it would just be another sign for a recession in the makings.
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The short-term technicals for the 10-year note are negative. We see yield drop to 1,5%.

STNX caoe 10 veor U froosay Yiek) 1IN0 © thochl harts com

T Mep 048 Oprewns 1731 Mg 1T A% Law T 08 Chase 1708 Chy 082 (2 08 -
- T I.D.") ir.

—SANNE) 1Y P

AL 2006
—_ALT) L0 >
Vb rebel

Jan Ml Axg Sap Ort Mow Dac 2VS Ten M
MESl(34) 9090

-MATO(12,26,.9) 0. 209, U222, ~U.233

(2.5
Ln

4.0

Jal Jal Asg Nep Oal Noe Dec DS Fe0 Mal Ape Mup Jen Jl Aug Sep DG Hew Des 2096 e M Mg Ny

CcaGl 4



Creative Global Investments 5/16/2016

Longer term, we still see 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. As long as foreign
yields keep falling, US treasury yields will continue to follow them lower. We have been
on record for 24 months, we see the 10-Year Treasuries yield drop to 1.40% in the
coming 4 months, once that the $TNX will enter its period of seasonal strength
starting in May and lasting until October.
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Commodities Commentary

We see the current commodities’ counter trend last a bit longer.
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Particularly with Oil, as the following chart shows $WTI being in the midst of its
period of strength from mid-February until September.
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Analysts were expecting the volume of crude oil in storage in the US to increase by
about 700,000 barrels last week. Then the American Petroleum Institute released its
unofficial estimate, according to which inventories had grown some 3.4 MN barrels
Unsurprisingly, this unexpected build-up pushed oil prices down. Until the EIA released
its much more accurate numbers, which showed almost exactly the opposite: a
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drawdown of crude in US storage by some 3.4 MN barrels.

That was the first decrease in US stockpiles since March, and a big one at that. So it's
no wonder that oil prices reached new six-month highs. Now, this oil price roller coaster
will continue for some time, especially with oil supply disruptions hitting Libya,
Venezuela, Canada, and Nigeria. But behind the volatility, remember this - oil is still
trading within a range, and as you saw on Tuesday, that range is moving up.

And best of all, that range is exactly where we need it to be to make some nice profits
on the US oil patch.

The recent rising Oil prices have lifted the SPDR Energy Sector ETF out of a downward
sloping trend channel it was confined to since the beginning in 2014. We see the short
term (3-6 months) $XLE having upside potential towards $80.
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Gold also continues to build upside momentum. While investors may want to take on an
allocation in Gold given the uptick in equity market volatility, they may want to refrain
from becoming overly anxious in accumulating positions with around two months to go
until the period of seasonal strength begins. Weakness/consolidation in the price of the
commodity over the weeks ahead would provide an ideal setup to the period of
seasonal strength that runs between July and October.
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Coming off its secondary period of strength between mid-December and late-February,
the price of gold has grinded marginally higher since March, remaining supported by its
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50-day moving average. Momentum indicators are negatively diverging from price,
unwilling to confirm the recent 52-week high in the price of the metal. Between mid-May
to early July, the price of the yellow metal shows a slightly negative bias, pulling back
from the highs of the year as it nears the quarterly futures expiration date in June. This
is typically the result of the contango amongst commodity futures, forcing the futures
price to converge with the spot price in the weeks prior to the expiration event.

As highlighted earlier in the year, the technical profile of Gold has changed, breaking
out from a declining wedge pattern that kept the price constrained to a pattern to lower-
lows and lower-highs; a positive long and intermediate-term trend is emerging.
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Equities Commentary

Equities globally, but also in the US remain in a bear market and we believe recent
gains are going to reverse sooner rather than later.

Bets are rising on that time arriving in June with the employment improving and inflation
rising. The Fed, however, has plenty of company in terms of central banks continuing
the easy money regime that has dominated markets since the financial crisis. Again,
we are not seeing sufficient macro evidence, sufficient political incline, and
sufficient market technical evidence, not only in equities, but surely in bonds and
currencies, for the Federal reserve to step in now, in June and step up on the Fed
funds rate.

Last Friday investors were unloading risk given the overhanging resistance at the
recent highs for many equity benchmarks. Concerning signals sent from a number of
retail companies took their toll on consumer discretionary stocks throughout the week,
jump-starting the period of seasonal weakness for this sector of the market.

The S&P 500 Index closed below its 50-day moving average, reaching towards
CGl 7
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horizontal support at 2040. The head-and-shoulders topping pattern on the chart of the
$SPX will likely get broken at the aforementioned 2040 level of support. Calculated
short-term downside target on a break of the neckline is towards 1980, which would
represent a -3.3% decline below present levels. Renewed downside momentum has
emerged following the early week bounce from the rising 50-day moving average.
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We do not see a real chance for the Federal Reserve to raise rates, not from a
macro-support aspect, and surely not from a political aspect, as the political
picture in the US |s muddy surrounding the presidential race, but also given the
fact that June 23™ presents a big challenge for UK referendum voters and for
Europe in general.

Weekly Investment Conclusion

As we have written over the past 4 weeks, we see increasing technical developments to
say that history is repeating as US equity indices during US Presidential election years
historically have moved lower from mid-April to near the end of May followed by a
recovery lasting until the end of August.

Global equities have passed their peak of annual seasonal strength on May 11th,
we are advising investors to aggressively sell Chinese, Japanese, US and EU
equities immediately, as many macro-economic, geo-political and political risks
will likely rise over the next 2 — 4 months into the summer.

The latest sentix survey provides a view of investors’ current convictions on European
CGl 8
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sectors versus the market. A couple of themes emerge. For one thing, sentiment
towards commodity-plays such as Basic Resources and Energy continues to improve,
albeit investors have become more cautious on Oil's medium-term prospects. For
another, pessimism is still the dominant theme on Financials, with sentiment readings
on Insurance hitting a 12-month low and readings on Banks versus the market firmly
entrenched at the low-end of their historic range. This provides a stark contrast to the
investor optimism that is evident on the Real Estate sector, with sentiment readings
nearing their 2012 highs. Investor sentiment is poles apart on Banks and Real Estate.
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Economic focus this week is on the FOMC meeting minutes to be released on
Wednesday. Is the Fed leaning toward an increase in the Fed Fund rate in June?
Other economic news is expected to confirm slowing growth in the US.

For US equities, Q1 reports by S&P 500 companies are starting to wind down: 91%
have reported to date. Another 21 S&P 500 companies and 3 Dow Jones Industrial
Average companies (Home Depot, Cisco, Wal-Mart) are scheduled to release results
this week.71% reported higher than consensus earnings. 53% reported higher than
consensus sales. Blended earnings fell -7.1% y-o-y.

Analysts’ consensus expectations remain cautious about Q2 earnings prospects after
58 S&P 500 companies issued negative guidance and only 25 companies issued
positive guidance. Consensus for Q2 is a -4.6% y-o-y decline in earnings and a -1.3%
y-0-y decline in sales.

For Q3, S&P 500 companies are expected to report a y-0-y 1.4% gain in earnings and
7.5% gain in Q4. Q3 Sales are expected to increase by 1.8% and by 4.6% in Q4.

Technical deterioration last week at a time when equity markets are overbought
suggests a cautious strategy for equity ownership in markets, sectors and commodities
at a time when seasonal influences normally change from Positive to at least Negative.
Technical action by S&P 500 stocks last week was mixed: 26 stocks broke resistance
and 18 broke support. Weakness was particularly notable in the Transportation and
Retail Merchandiser sectors. Medium term technical indicators continue to trend down
from intermediate overbought levels. Short-term momentum indicators for many equity
markets and sectors turned lower on Friday.

Seasonal influences for many equity markets and sectors have a history of changing to
Negative from Positive at this time of year. US equity index trends during a US
Presidential election year are following the historic pattern: Weakness by the Dow
Jones Industrial Average from mid-April to late May frequently occurs followed by a
recovery into June.
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Appropriate action is recommended for investors employing seasonal strategies that
are at or near the end of their optimal period of investment. Selected subsectors with
favorable seasonality at this time of year continue to perform well include:

* Medical supplies

* Beverage and food/drug distribution
¢ REITs

e Electric utilities

* Waste management
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US equity markets weekly charts
The VIX Index added 0.33 (2.24%) last week.

Wlx \fcnlault-. ciecc - e Baetbeocioiooy (PN Do & ScockT hart= <<

O e e B e T h e e o s i e s Se i
. ‘.J 3v:;- (Da-ly‘) —TS.0=3 —
Intermediate trend oo toe =
remains down. The = e ==

Index remained above ! 3__,” —
its 20-day moving *u ze =3 ﬁsg, =

average. ; i l Ja/ P~ i ==
= = =<l e e s

L’j:r D S ua Sep Oct (Nx-_.rl Cec Zo1s Feb rtar Ap':_ sr\:.:v E=

The $SPX fell 10.53 points last week, with the entire decline occurrlng on Friday.
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Percent of S&P 500 stocks trading above their 50-day moving average last week
to 51.80% from 63.00%.
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Percent of S&P 500 stocks trading above their 200-day moving average dropped
last week to 64.00% from 66.60%.
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Bullish Percent Index for S&P 500 stocks fell last week to 71.00% from 71.60%.
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The Dow Jones Industrial Average dropped 205.31 points (1 16%) last week.
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Bullish Percent Index for Dow Jones Industrial Average stocks slipped last week
to 86.67% from 90.00% and remained below its 20-day moving average.
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Bullish Percent Index for NASDAQ Composite stocks dropped last week to
49.63% from 50.63% and remained below its 20-day moving average.
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The NASDAQ Composite Index slipped 18.47 points (0. 39%) last week.
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The Russell 2000 Index dropped 12.28 points (1.10%) last week.
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The S&P Energy Index slipped 2.44 points (0.50%) last week.

e e T W L -

e e e ST T T e s - e e mee
. —— - - - - —
Intermediate trend =-Tls = RS = -
- - el - — - w -
remains up. Strength _ = ~ = e i

relative to the S&P 500 1“} - ‘i-.-.uf“ -

Index slipped to Neutral Ak TS T Jm == e -
from Positive. M =

-- -
The Index remained . —
. . - e - - - e
below its 20-day moving el - S e S
average. L ~ X HMEFES — T e e e
1B — r— = - — ~ -~
Short-term momentum e, P T e < --
. . . i P g — = G g — — —— i — -
indicators are mixed. —T= L SRR & T ¥ < >
- - - - — y—
e —— — — - — ey, N e -
T e s ——— e T
= S = =
o - — — - - - ——— -

The Philadelphia Oil Services Index dropped 10.76 points (6 37%) last week.
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Intermediate trend

remains upwards.

Short-term momentum
indicators are rolling
over, the $BVSP has
risk towards the 200-
day MVA around 51,000.

Intermediate trend

remains positive.

Short-term momentum
indicators are
overbought, the $MXX
has risks to correct
towards the 50-day MVA
around 45,420.

Latam Equity markets weekly charts
The BOVESPA gained 1,452 points last week.
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The Mexican Bolsa gained 161 points last week.
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Canadian equity markets weekly charts
Bullish Percent Index for TSX stocks slipped last week to 73.22% from 74.48%.
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The TSX Composite Index added 47.11 points (0.34%) last week.
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Percent of TSX stocks trading above their 50-day moving average increased last
week to 64.96% from 63.52%.
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Percent of TSX stocks trading above their 200-day moving average increased last
week to 69.23% from 65.67%.
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Asian equity markets weekly charts

The SENSEX gained 3 points last week.
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changed to negative.
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Emerging Market iShares dropped $0.56 (1.71%) last week.
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Intermediate trend is
negative. Strength
relative to the S&P 500
Index remains positive.
The Average dropped
below its 20-and 50-day
moving averages.

Short-term momentum
indicators are negative.
We see the $DAX
having risks towards
9,500 in the coming 2
months.

Intermediate trend
remains negative. The
Average dropped below
its 20-, 50, -and 200-day
moving averages.

Short-term momentum
indicators are trending
down.

We see the $CAC facing
risks towards the 4,000
levels.

Intermediate trend
changed to positive.
Strength relative to the
S&P 500 Index remains
negative. The Average
dropped below its 20-
and 50- and 200-day
moving averages.

Short-term momentum
indicators are negative.

European Equity markets weekly charts
The DAX 30 dropped 123 points last week.
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Intermediate trend
changed to positive.
Strength relative to the
S&P 500 Index remains
positive. The Average
dropped back below its
20-and 50-day moving
averages.

Short-term momentum
indicators are trending
down.

Intermediate trend
remains neutral. The
Average broke below its
20-and 50-and 200-day
moving averages.

Short-term momentum
indicators are negative.

Intermediate trend
remains up. Strength
relative to the S&P 500
Index changed to
Negative from Neutral.

Units remain below
their 20-day moving
average. Short-term
momentum indicators
are mixed.

The IBEX 35 gained 44 points last week.
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The FTSE dropped 20 points last week.
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Europe iShares dropped $0.39 (1.00%) last week.
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Fixed Income markets commentary & weekly charts
International Bonds
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US Bonds

Yield on 10 year Treasuries dropped 7.4 basis points (4.16%) last week.
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The long term Treasury ETF added $1.83 (1.40%) last week.
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Currencies weekly charts
The Euro dropped 0.96 (0.84%) last week.
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The US$ index added 0.74 (0.79%) last week.
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The Japanese Yen dropped 1.30 (1.39%) last week.
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The Canadian Dollar slipped US 0.19 cents (0.23%) last week.
v'c......-r.u--..:n S B A RS SR P S AR e
Intermediate trend .
remains up. The C$ — —-
remained below its 20- = r—— = _ g
H .-.L = - ——— s 7 T
day moving average. AP — —_—— — ;‘:‘,b" e
b & - - S xr . — —
- ¥ u = ™~ -
Short-term momentum g B - fat - m
indicators are trending - 3’ N
- -
down. e -
- S — - —y — -~ -— - . - -

S TS > -
Rl . .- -y
- — -
-~“e " - \---- -
e _,F-o__ ——— e R - =
Ty g
—— TS TR P> T . AT oo /‘A - -
- = - - o~
= —_ -
S — — i— '_;'A‘\—' w_** - = ‘\ < >
— g - - - =
-— -~ = &
S e '
- S — Pu. =.s - % e S o L . T~ - ..



Creative Global Investments 5/16/2016

Intermediate trend
remains up. Strength
relative to the S&P 500

Index remained
Positive.

The Index remained
above its 20-day

moving average. Short-
term momentum
indicators are trending
down.

Intermediate trend
changed to Down from
Neutral on a move
below $2.067 per |Ib.
Strength relative to the
S&P 500 Index changed
to Negative from
Neutral.

Copper remained below

its  20-day moving
average. Short-term
momentum indicators

are trending down.

Intermediate trend
remains up. Strength
relative to the S&P 500
Index remained
Positive. Lumber
remains above its 20-
day MA. Momentum:
Up.

Intermediate trend
remains up. Strength
relative to the S&P 500
Index remained
Positive. Units
recovered above its 20-
day moving average.
Short-term momentum
indicators are trending

up.

Commodities weekly charts
The CRB Index added 2.64 points (1.47%) last week.
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Copper dropped 0.076 per Ib (3 55%) last week.
° — - - E— - - . W = - — — - - - —
oyt == = = . T
5_-§-:_ = —= ‘_ ~' = __ J
- . S — - ~ C _.’ B ." -
i - B - - : -
=== .l '\’!:" 1-"_.—5. 'l_!-"- = -1'_ _.l
:: Sl ‘t - -
P A
S == N
e T e —
— 5 _ .\‘. _'-' —C .‘- P .
o _ —— — e T
— > 3 = ,
—— _’-._:—.---\3:- ;_‘,._‘M o — _4-*
T -

Lumber added $15.80 (5 20%) last week

SLUMBER Lumbecr (EOD) CraE
AT M= TOI1S
3 ELUMBER
—raiso) 295

@ Sto<k
Closc S19.70 Wolurme 223 Chg

(C=ilvl) I12. 70

a3

=:S.0C

ﬂ I’as 10 ]'HIH

_—
zec .20 I = e
o . in l o -
R PP d—— —
rn[“{l kﬁ}’rr:‘é{ff'l/ﬁl =o
1 232,50
2816 Teb rdar R AT

— SLUMBER
— A Z0) O 134

:FSPH O.1Sc

De=c 2916 Feb Lot E e L Pl
The Grain ETN added $1.05 (3.25%) last week.
JI G Frotgh Smbrg Sroins NYSE @ StockT harts com
AT- A 20 1S Closc 23 o= Wolume 1255 91K Chg +C .06 (0. 103y -

T3 33 (C=ivl I3 32 == S
rIv:I-L S() 31 SS P33.67

=== “H-'ﬂ;;@

~. o =
p;t]— i{l—f 1'\\ 1;’“ - 12170
H}[ h 1 b N A
SO ] . S ) e
= Il ]\].ri ' \_fri
2O =29.70
- Soas =z f:‘:f v D=

— IS ISP 0.0163
— o203 o.c1Se

2016

‘I,I (AR NN

ol 'L'fil/

N

il

A

YT

Charts com
= O CO.T 1y -
331. 20~



Creative Global Investments 5/16/2016

The Agriculture ETF added $0.25 (0 53%) last week.
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Gold & Precmus Metals weekly charts
Gold dropped $19 70 per ounce (1 52%) last week.
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Silver dropped $0.40 per ounce (2. 28%) last week.
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Intermediate trend
remains up. Relative
strength: Positive.

$PLAT trades above its
20-day MA. Momentum
is trending lower.

Intermediate trend
remains up. Strength
relative to the S&P 500
changed to Neutral.
$PALL dropped below
its 20-day moving
average.

Short-term momentum
is trending down.

Intermediate trend
remains up. Strength
relative to the S&P 500
Index remained
Positive. SWTIC
remained above its 20-
day moving average.

Short-term momentum
indicators are trending

up.

Intermediate trend
remains up. Strength
relative to the S&P 500
Index changed to
Positive from Neutral.
$GASO moved back
above its 20-day
moving average.

Short-term momentum
indicators are trending

up.

Platinum dropped $31.10 per ounce (2.87%) last week.
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Palladium dropped $14.10 per ounce (2.32%) last week.
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Oil, gas & energy weekly charts
Crude Oil gained $2.37 per barrel (5.31%) last week.
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Gasoline added $0.10 per gallon (6. 67%) last week.
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Natural Gas slipped $0.01 per MBtu (0.48%) last week.
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