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Creative Global Investments
Weekly Currencies & Fixed Income strategy update

Global macro & geo-political commentary

Most markets globally responded favorably to Federal Reserve Chairman Jerome
Powell’'s comments on Friday at the Jackson Hole symposium. Equity prices on both
sides of the border moved higher, bond prices rallied, the USD moved lower and the
price of gold moved higher.

A US report on durable goods orders showed a rather weak headline result. The
headline showed that durable goods orders declined by -1.7% in July, missing the
analyst consensus estimate calling for a decline of -0.8%. However, analysts were
encouraged by the 1.4% increase in core capital goods orders, which beat the
consensus estimate that called for a 0.5% rise. Stripping out the seasonal adjustments,
the Value of Manufacturers’ New Orders for Durable Goods Industries actually fell by -
16.9%, worse than the average decline for this time of year of -16.4%.

Orders of durable goods are running 4.1% above average y-t-d, buoyed, in part, by
strength in computers and related products industries. Weakness in commercial aircraft
has been weighing on the aggregate result, running 37.8% below average y-t-d. New
Orders of motor vehicles showed surprising strength in the month, down -17.7% in the
period. The average decline for this time of year is 29.2% as factory shutdowns in this
summer month limit activity. The upbeat factory orders have yet to be met by strong
consumer sales of vehicles, which are trending below average y-t-d. As a result,
inventories are on the rise, climbing by the fastest pace through the first seven months
of the year since 2014. The car industry is becoming vulnerable to price discounting
through the 2H unless consumer sales can catch up with growing supplies.

Seasonally, durable goods orders rebound from the summer slump in August and
September as the last push to complete products for shipping prior to the end of the
year gets underway.
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US economic focus next week is on the next estimate Q2 real GDP. Consensus shows
that annualized growth will slip from the first estimate at 4.1%, but remain a robust 4.0%
rate.

US Weekly Jobless Claims to be released at 8:30 AM EDT on Thursday are expected
to increase to 214,000 from 210,000 last week.

US July Personal Income to be released at 8:30 AM EDT on Thursday is expected to
increase 0.4% versus a gain of 0.4% in June. July Personal Spending is expected to
increase 0.4% versus a gain of 0.4% in June.

July Chicago Purchasing Managers Index to be released at 8:30 AM EDT on Friday is
expected to slip to 62.2 from 65.5 in June.

Canadian Q2 Real GDP to be released at 8:30 AM EDT on Thursday is expected to
grow at a 3.0% rate versus a 1.3% rate in Q1.

The most important news in the EU last week were about Greece, that after 8 years, a
lot of political maneuvering and EUR289bn later, Greece has now exited its bailout
program meaning it can now borrow funds once again on the capital market. For the
Euro, which has been dipping into one-year lows of EUR/USD 1.13, the risk still
remains in Turkey. Indeed one facet for the Euros slide to 1.13 was fears that Italy and
Spain could be overexposed to Turkish debt. Currently, the market isn't sold on the
policies of President Erdogan and finance minister Albayrak with credit agencies S&P
and Moody's both cutting Turkey debt rating deeper into junk status.

Another key piece of news came out of Germany and German Bundesbank President
and ECB member Jens Weidman, who has long be known as an interest rate hawk,
once again reiterated his desire to exit the ultra-loose monetary policy that the ECB is
currently employing and not delay the return to neutral rates. Weidman has also long
been seen as the natural successor to Mario Draghi and the forerunner; however, there
are now reports that Angela Merkel pushing for a German to have the top job at the EU
Commission rather than the ECB (one country can't hold both roles).

Last weeks Brexit negotiations were a key focus of investors, and are still weighing on
the GBP and any more talk of disagreements, breakdown in negotiations or diverging
ideologies will add to the drag on the sterling (even no news whatsoever will be
perceived as negative). According to UK Brexit Minister Dominic Raab securing a Brexit
deal is still the most likely outcome for the UK, however, Dr. Liam Fox's comments are
still ringing in the ears of many. The UK has until October to finalize negotiations, a date
that is getting closer and closer.

Although the global economy seems to hold its pace, we continue seeing politically
related risks, as another side of the trade talks, which could well be that the entire
reshuffling that President Trump is intending might backfire, yet one more time, as the
history of US-imposed trade tariffs has shown.

Weekly Currencies commentary & charts

We still reommend that investors should reevaluate their current holdings in
USD’ s and USD denominated assets. Investors should pay close attention to the
seasonal forces that likely will come into play in the short term.

We are advising investors to invest along the seasonal trends:

e Buy US treasuries (10-Y’s and 30-Y’s)
* Buy EURUSD; Buy EM currencies against the USD
e Buy Commodities (Oil; Gold; Metals; Agri's

Ccal 2
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The USD continued to show short-term momentum signs of rolling over after
entering its seasonal period of weakness at the beginning of July. All long-term
technical and fundamental indicators continue to point south, so we keep our bearish
trend stance and maintain our low-price-target of 82 for 2018 for the USD. Besides, we
see technical evidence and dynamics for the EURUSD looks to recover further higher
following its past 2 weeks’ strength, and see the next upside resistance at 1.1650 level
to be rather light, and a push through there opening the door for more upside towards
the 1.1700 level. Further up, resistance lies at the 1.1750 level where a break will
expose the 1.1800 level. Conversely, support lies at the 1.1600 level where a violation
will aim at the 1.1550 level. A break of here will aim at the 1.1500 level. Below here will
open the door for more weakness towards the 1.1450. All in all, EUR/USD faces further
upside pressure.

$EURUSD Euro to US Dollar (NBD) INDX @ StockCharts.com
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Weekly Fixed Income Commentary & Charts

Whilst bond investors have accepted higher interest rates, and there are
increasing concerns about the US 10-year yields likely moving higher over the
next 2 years, we continue to differ with those general views. Besides compelling
chart technical support, US treasuries are entering their period of seasonal
strength, inversely to US equities, and why we are expecting for the TNX to
retrace towards 2.55% levels.
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As a matter of fact, we argue that Japanese and European balanced fund
managers likely will increase exposure towards US long bonds, due to the
extremely high spreads over the indigenous comparable bond yields. Hence, why
we see the next 2 months 10-Y US Treasuries prices to increase and implicitly
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Investors Sentiment Indicators

According to the latest sentix Investors' survey, investors seemingly are questioning
the embedded strength of USD, and inversely seeing increasingly value in US-Long
Bonds and commodities
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The Strategic bias is surprisingly tipping over to many markets. In the special analysis
we examine how investors are currently positioning themselves in equities. In the
currency field, on the other hand, the Euro is making new friends at the strategic level.
Also to Brent the basic conviction increases.
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* US bonds still offer opportunities, as the EM crisis is not over yet, at
least not for the shares.

* Commodities: Positive Sentiment for Oil, particularly for Brent &
Gold rises

* FX: In general, the Euro is currently gaining strength again, also
against the USD. The Strategic Bias is increasing and therefore on the
short term a new attack in the direction of 1.14/1.15 looks unlikely.
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The professionals have extended their duration to the highest level of the year.
Although this is not an extreme positioning, excess quotas have rarely been observed
in recent years and have usually acted as a short-term brake on rising prices.
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Currencies weekly charts
US Dollar Index trades at 95.06

$USD US Dollar Index - Cash Settle (EOD) ICE ® StockCharts.com
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EUR USD trades at 1.162
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USD CHF trades at 0.983

SUSDOME 1S Cofiar 3o ames £ ras (8O0 IND X ® $102 bC barr ™
2Q0spT0E Chse O 0Me MIgh O O8T Lew O0KT Laes 008 Chy 0003 (033 -

MALOOH (Daikes 0900 100,

& i

D)

AL B YN

Intermediate trend is T ??05’0"#4'!‘
Negative. $USDCHF |
broke through the 50-

day MVA. y > s Y .. Lo
L aao

. 00ns

Short-term  momentum 0.080

indicators are Negative. ‘ e
~ o ; 3.0
-2 - 09000
aqgwm
L3 w D Asr 0 10 0 Mey) o2y Nbee 1t W MO Y 20 Amgd 10 0
‘lf 1(1" 7 s o

,‘-“,,_\ e
o WRlls S et - e 3 L 2 NP o PR, S OO, o~y
- S B - ~ o o |
=t = 835>

L)

—NGCOL Y2 2% %) 0,002). 0 d00B ‘ nowe
I~y O e

\ o DIIm
o y O e
= S o Daze

\_'_:.—— N, -~ h‘“——ﬁ (v (mtn
% W‘a e —— Y

a ©> ©w o= Aps o " 2% May 7 21 O e 11 IR 2w Mé © - Ow Ay 13 om

USD GBP trades at 0.778

SUSDGEP U5 Colar 305 man Bouryt Sherrg (8000 pao » ® S0 b v e "
2Q0sp 3010 ORss O I8 Mg O T8I Lew OTITH Liaes 0 7I8 €y 0000 (028N -
: H MAIOG0E (Gaik) D270 Q.rwo
Intermediate trend is A0 B ) QeET wk 0.78m
A LRI

Positive. $USDGBP e Lo [ Hidozecy
found intermediate w _ B
support at 0.775. $USD f dﬂ* Qo0

GBP remains above the
50-day MVA.

a.ram

BN

O )

.70
a.rim

Short-term  momentum "‘g",r.: 3 a—— : i
indicators are Negative. Eﬁwl&‘gﬁy 43
o

S W W D Asr 0 0 0 Mey? MY N 1 W% v N 20 Angd 10 0
MOCICae) € 70

-~
o> /__-""—““Mw\ -_,- - =t A § . _A\—- “.~.
—NGCDLYZ D5 %) O00as " - Dorre
?"\. "% ey o /‘\ BTeK
. — Ay o oaan
W S e — “‘ ‘.'f,\,’.ﬂ'
- s L3
* 12 2 e Aps o " 2% May 7 W 21 Oa des 1 Im Sm M O - O Aagr 2 a
USD JPY trades at 111.17
SUSHEYY US Dot 99 Jceneas Yen (BOO) a0 » S vl rart "
200sp 3018 CApmi 11100 Shgie 11105 Low 111 10 C3aan 141 17 Ciag OO (0078 -
MO (Onle) L2227 ThT ]
=R L 88
. . Ay SN e "n:s
Intermediate trend is &L 120

Positive. $USDJIPY diin

brok t of th e T i q iy 'IP-.-»U""
roke ou (0] e 4 on
channel. pd : J'LJPJ ]ﬂllﬂg v(‘ Agga

$USD JPY closed above T‘r -S:
the 50'day MVA _l'abﬁ pae & wre

| Jﬁfw o5
Short-term  momentum  ff .]| ces

indicators are Positive.

*en
e
Mar w2 Ase O w2 May ) WLt N Jem v W% e O v 22 Amge 0 0
MNOCICL4) 50 0
*d
iy 0
PR SR p— M PN S . L R . o~ s
S — e
= =
o

\ -_.’“__“/\ %
: . =
| =

M ©° ©“ »m Ape o m 23 May > W 21 Om s in 2= AMd o - oOx Aagr 3 n

CGl 8



Creative Global Investments 8/27/2018

Intermediate trend is
Negative. $AUD USD
remains below the 50-
day MVA.

Short-term  momentum
indicators are Neutral.

Intermediate trend is
Negative. $NZD USD
seems to have
bottomed. Price

remains below the 50-
day MVA.

Short-term  momentum
indicators are Positive.

Intermediate trend is
Neutral. $USDCAD
closed below the 50-day
MVA. $USD CAD is
pressuring the support.

Short-term  momentum
indicators are Neutral.

AUD USD trades at 0.732
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Intermediate trend is
Negative. $USDMXN is
struggling to close
above the 19.15
resistance. SUSDMXN is
below the 200-day MVA.

Short-term  momentum
indicators are Neutral.

Intermediate trend is
Positive. $EUR GBP
reached a new high.

Short-term  momentum
indicators are Positive
and Overbought.

USD MXN trades at 18.90
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Euro weekly chérts

EUR GBP trades at 0.9047

$EURGBP Euro to British Pound (NBD) INDX
24 Aug-2013
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Intermediate trend is
Positive. $EUR JPY
looks to be moving
towards the  upper
trendline. $EUR JPY

remains above 50-day
MVA.

Short-term  momentum
indicators are Positive.

Intermediate trend is
Negative. $EUR CHF is
pulling back towards
the support. $EUR CHF
is below the 50-day
MVA.

Short-term  momentum
indicators are Positive.

EUR JPY trades at 129.22
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JPY weekly charts
AUD JPY trades at 81.43
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Intermediate trend is
Neutral. $XJV failed to
break above 200-day
MVA.

Short-term  momentum
indicators are rolling
over.

Intermediate trend is
Positive. $USDBRL

broke out of the range
to a new high.

$USBRL is above the
50-day MVA.

Short-term  momentum
indicators are Positive
and Overbought.

JPY trades at 89.90

$XJY Japanese Yen - Philadelphia INDX
24-Aug-2018
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EM currencies weekly charts

USD BRL trades at 4.10
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24-Aug-2018
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USD ZAR trades at 14.25
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Fixed Income weekly charts
$TNX trades at 28.26
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$UST2Y trades at 2.63
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$TYX trades at 29.75
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UK 10-year trades at 1.278
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Intermediate trend is
Negative.

Price failed to break the
200-day MVA.

Price remains below the
200-day MVA.

Short-term  momentum
indicators are Negative.

Intermediate trend is
Positive.

Price is attacking the
yearly high.

Price is above the 200-
day MVA.

Short-term  momentum
indicators are Positive.

France 10-year trades at 0.689
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Spain 10-year trades at 1.426
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Greece 10-year trades at 4.205
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Intermediate trend is
Neutral.

Price is steadily moving
along the lower

trendline.

Price remains below the
200-day MVA.
Short-term are Mixed.

Intermediate trend is
Neutral.

Price remains inside a
Coil.

Price remains below the
200-day MVA.

Short-term  momentum
indicators are Mixed.

Norway 10-year trades at 1.762
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Intermediate trend is
Neutral

Price has pulled back

towards the 3.7
resistance.

Price is below the 200-
day MVA.

Short-term  momentum
indicators are Positive.

Intermediate trend is
Positive.

Price is forming a flag
after a breakout.

Price is above the 200-
day MVA.

Short-term  momentum

indicators are Negative.

China 10-year trades at 3.638

CEhines 10 Yeer, Chineg, Bhasyhs CHIAYTsMN, ©

MA L2000, ohksaw, O

|
"Uul,lt o
ll-"L.ﬂa1 AL‘
||u_r r’“u
S Y
s g

Mor May I

Japan 10-year trades at 0.098

MA (200, Claohs, O)

000D

Mar oy r

CGl 20



Creative Global Investments 8/27/2018
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research report is/are detailed on the front page.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in
the research report accurately reflect the research analyst's personal view about the financial instruments and
issuers covered by the research report. Each responsible research analyst further certifies that no part of the
compensation of the research analyst was, is or will be, directly or indirectly, related to the specific
recommendations expressed in the research report.

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
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subject to the rules and business guidelines of the relevant regulators in all other jurisdictions where it
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Compliance Department.

CGlI'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
specific corporate finance or debt capital transactions. Financial models and/or methodology used in this
research report, calculations and presentations in this research report are based on standard econometric
tools and methodology as well as publicly available statistics for each individual security, issuer and/or
country. Documentation can be obtained from the authors on request.

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.

Commaodities’, 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
untrue or misleading, no representation is made as to its accuracy or completeness and CGl, its affiliates and
subsidiaries accept no liability whatsoever for any direct or consequential loss, including without limitation any
loss of profits, arising from reliance on this research report.
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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
purpose without CGlI's prior written consent.

This research report is not intended for, and may not be redistributed to, retail customers in the UK or the US.

CGil is not subject to US rules with regard to the preparation of research reports and the independence of
research analysts. In addition, the research analysts of CGl who have prepared this research report are not
registered or qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements
of a non-US jurisdiction.
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