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Creative Global Investments
Morning market commentary & weekly charts

Global Macro Commentary
Generally, more downbeat data

US Q3 GDP growth slowed sharply, as we were anticipating, with growth slowing to
1.5% in the three months to September, down from 3.9% in Q2.

Additionally, US personal spending rose by a mere 0.1% m-o-m in September
compared with a 0.4% increase in August and with analysts' expectations for a 0.2%
gain. Spending on durable goods and services rose 0.6% and 0.3% respectively, while
purchases of non-durable goods such as gas declined 0.3%.

Elsewhere, the University of Michigan’s index monitoring consumer sentiment slipped
to 90.0 from 92.1 in September, falling short of the 92.5 reading analysts had expected.

Meanwhile, the Chicago PMI, surged back into positive territory in October, rising to a
level of 56.2 from 48.7 in September, the highest level since January 2015.

In Asia, the Caixin China manufacturing purchasing managers' index rose to 48.3 in
October from 47.2 in the previous month. Although this was a slight tick higher and
better than analysts' expectations for a nudge up to 47.5, it remained in contracting
territory, below 50. China's official manufacturing PMI, which was released on Sunday,
missed expectations at 49.8, unchanged from the previous month and also below the
50 threshold that separates contraction from expansion

Over in Europe, the Eurozone’s manufacturing PMI rose unexpectedly last month, data
showed on Monday. The Eurozone’s manufacturing PMI rose to 52.3, from 52.0 in the
preceding month. Germany’s manufacturing PMI rose unexpectedly last month, data
showed on Monday. Analysts had expected the Eurozone’s manufacturing PMI to
remain unchanged at 52.0 last month.

Global Currency Commentary

As we have been writing since September of 2014, the temporary strong US$ will be a
detrimental problem for the Federal Reserve in a low-growth, low-inflation environment,
which unfortunately describes current economic conditions. The pressure on the US
economy increased in the past week with the US$ climbing to its highest level versus
the Euro and YEN in 2 months. Many major US corporations blamed their lost revenue
on the greenback’s rise and it is likely that millions of US$’s in revenue was stripped
away by the currency’s latest gains.

Over 65% of S&P 500 companies that reported earnings through October 25 mentioned
the strong US$ or currency-related woes in their conference calls including big names
such as FedEx, UPS, Coca Cola, Caterpillar, Deere, GM, Ford, Boeing, Cummins, etc.
We estimate that a +10% rise in the US$ has a significant residual impact on growth,
and that for a prolonged period than what is currently “baked into the cake” of corporate
revenues and earnings for Us companies. As we have been commenting for the past 12
months, the US economy will be feeling the drag of the US$ 15% rise over the past
year for at least another 4 — 6 quarters to come from here out.

IMPORTANT DISCLAIMER: As a company purely focused on research, CGI 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
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The Federal Reserve does not want a stronger US$, as the macro economic climate of
the US cannot support a sustained stronger currency. If the FED were prepared to raise
interest rates to slow a booming economy, US$ strength would be the result of such
FED action, and inflation would be declining due to the rising imports. However US
CPlI already at zero, with commodities’ prices and particularly Oil under $50 a barrel
and the inherent energy sector misses in earnings along with slower job growth tells us
that the US economy is far from stopping its recent slowdown.

The Euro rebounded against the US$ last week, following more US macro slowing. In
the early European session we learned that German business confidence increased in
October but that along with Friday’s stronger Eurozone PMI report failed to lend support
to the Euro. The ECB sealed EUR/USD’s fate when they signaled plans to ease and
now we view any rally in the currency pair as a dead-cat bounce that should be sold.
German businesses likely will show that economic conditions will improve in the next
few months.

The direction of the US$ seems tied in with swings in the level of bond market
confidence. The arrows flag important peaks and troughs in the US$ ETF, the UUP and
show that more often than not are associated with reversals in the IEF/HYG
relationship. This shows that the dollar's safe haven status, or not, is a major driving
force behind its ups and downs. Also, these swings in sentiment can be gauged from
the bond market as preferences move from low-quality junk to high-quality treasuries.
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Global Equities Commentary

October was driven by superior performance in a number of economically sensitive
areas, including Technology and Materials, while defensive sectors of Staples and
Utilities fell out of favor as investors rotated away from the lower beta bets. Comparing
the S&P 500 Consumer Discretionary sector with the S&P 500 Consumer Staples
sector, the ratio between the two hit the highest level since 2001 on Friday,
emphasizing the risk-on trend that has persisted over the past six years.

Generally, this risk-on trend is conducive to higher equity prices. Bonds, the ultimate
risk averse trade, remain close to all-time highs and a shift in this asset class towards
investments further out along the risk spectrum would have the power to provide the
fuel to equity markets for some time to come.

Of course, the dependency on the Fed cannot be denied. The Fed will get its next clue
as to the strength of the economy when the monthly employment report is released this
Friday.
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However, from a chart technical perspective, Short term rising wedge pattern for the
S&P 500 Index threatens a retracement of recent gains.
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For the S&P 500 Index, November has averaged a gain of 1.2% in this second to last
month of the calendar year and the frequency of positive results since 1965 is
66%. Returns have ranged from a high of 10.2% realized in 1980 to a low of —11.4%
realized in 1973. Gains in November tend to be realized in the first and last weeks of
the month as fund inflows and year-end holidays drive broad market returns. Looking
at the sectors, Materials, Industrials, Consumer Discretionary, and Technology have
posted the best returns over the past 20 years, each averaging a gain of over
2.5%. Meanwhile, Financials and Utilities have been the weakest, averaging returns of
0.8% and 0.0%, respectively, and showing positive results only 60% of the time. The
market has reached the time of year when cyclicals tend to dominate market
performance, promoting risk taking amongst investment managers.

Monthly Averages for the S&P 500 Index:
Monthly Averages over past 50 years:
Jan Feb. Mar. Apr. May June July Aug Sep. Oct. Nov. Dec.
%Retum  11% 00% 11% 16% 02% 00% 03% 01% -05% 09% 12% 15%
GainFrequency 60%  54% 66%  70%  54% 52% 44% 58% 46% 60% 66% @ 72%

MaxRetun 132% 71% 97% 94% 92% 54% 88% 116% 88% 163% 102% 112%

1967 1985 2000 2009 1950 1999 1989 1962 2010 1974 1980 1991
MinRetun .86% -11.0% -102% -90% -82% -86% -79% -146% -119% -218% -114% -6.0%
2009 2009 1980 1970 2010 2008 2002 1958 1974 1987 1973 2002
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Weekly Investment Conclusion

The easy money in equity markets and economic sensitive sectors has been made
already for the current intermediate up cycle. Q3 reports will have an influence on
equity markets again this week. Earnings released to date have been mixed. Beyond
the earnings report season, seasonal influences are positive for most equity markets
and primary sectors. We advise investors to accumulate seasonally attractive equities
and economic sensitive sectors on weakness.

Economic data this week focuses on the October employment report on Friday.
Consensus is that the report will improve significantly from the exceptionally
disappointing in September. Other economic data is expected to be mixed. PMI reports
from China and Europe are expected to show a slight improvement over previous
reports.

Earnings reports continue to influence individual stock performance. To date, 340 S&P
500 companies have reported Q3 results: 76% reported higher than consensus
earnings and 47% reported higher than consensus revenues. On a blended basis, Q3
y-0-y results show a -2.2% decline in earnings and a -2.9% decline in revenues. 39
companies have issued negative Q4 guidance and 17 companies have issued positive
guidance. Consensus for Q4 earnings is a y-o-y decline of -2.4%. This week another
105 S&P 500 companies and 2 Dow Jones Industrial companies will report Q3 results.

Short and intermediate technical indicators for most equity market and primary sectors
are trending higher and are overbought. However, technical signs of a peak have yet to
surface. Technical action by individual S&P 500 stocks was exceptionally bullish last
week. 59 stocks broke resistance and 19 stocks broke support.

Seasonal influences for most equity markets in the world as well as economically
sensitive primary sectors have just turned positive for the seasonally strong Christmas
season. Tax loss selling pressures become a focus between now and mid-December
(particularly in Canadian energy, precious metal and base metal sectors).

The Dow Jones Industrial Average and S&P 500 Index remain above the 200-day
moving averages, but face significant resistance just above current levels. The
implication is that broadly based US equity indices can move higher between now and
year-end, but gains might be smaller and harder to record than the past five weeks.
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We continue to see better alpha opportunltles in EM and developed markets
equities outside of the US, as the already embedded strength of the US$ will
continue to be an increasing headwind for US companies’ future revenues and
earnings. For non-US companies, just the opposite continues to be increasingly
true, and the currency advantages will continue to translate into higher and more
competitive revenues and implicitly earnings.

Plus, we have a hard time seeing foreign investors adding at this stage to US
equities, now with diminished purchasing power resulting from a weaker foreign
currency against the US$.
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US equity markets commentary & weekly charts
The VIX added 0.61 (4.22%) last week.
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Percent of S&P 500 stocks trading above their 50-day moving average increased
last week to 78.40% from 76.20%.
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Percent of S&P 500 stocks trading above their 200 day moving average increased
last week to 51.00% from 47.40%.
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Bullish Percent Index for S&P 500 stocks increased last week to 69.40% from

The Index continues to

trend higher and is
intermediate
overbought, however,

signs of a peak have yet
to appear.

Intermediate trend

remains up.

Strength relative to the
S&P 500 Index remains
positive. The Average
remains above its 20-
day moving average.

Short-term momentum
indicators are trending

up.

The Index continues to

trend higher and is
intermediate
overbought, however,

signs of a peak have yet
to appear.

62.60% and remained above its 20-day moving average.

$BPSPX S&P S00 Bullish Percent Index IND><
ZO0-0Oct-2015
L FEPSPX (Dailv) 69.40,

—MA(ZD) Ssa.as FS.a0
il .

soluirme undeF
F0.00
=2Z2.20
MNow Dec 2015 Feb rAar ~pr [ Jun Jul ~uag Sep Oct

The Dow Jones Industrial Average added 16.84 points (0.10%) last week.
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Bullish Percent Index for Dow Jones Industrial Average increased last
90.00% from 83.33% and remains above its 20-day moving average.
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The Dow Jones Transportation Average dropped 167 51 points (2. 02%) last week.
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Bullish Percent Index for NASDAQ Composite stock increased last week to
47.85% from 45.48% and remained above its 20-day moving average.

$BP COMP Q hMNasdag Composite Bullish Percent Index IND>< @ StockCTharts.com
ZO-Oct-2015 Op a7 =29 Hi 947 92 Lo a7 =5 Cl a7 25 Chg -0.05 -0.109%) -

The Index continues to EERESTIIES OIS ET ease =173 ez

woldme undeF

trend higher. se.1x 5717

— 33.22
MNow Dec 2015 Feb rAar ~pr riay Jun Jul ~ug Sep Oct

The NASDAQ Composite Index gained 21.89 points (0.44%) last week.
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The Russell 2000 Index slipped 4.20 points (0.36%) last week.
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The S&P Energy Index dipped 2.74 points (0.54%) last week.
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Intermediate trend

remains neutral.

Strength relative to the
S&P 500 Index changed
to negative from
neutral.

The Index moved below
its 20-day moving
average.

Short-term momentum
indicators are mixed.

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

The Index fell below its
20-day moving average.

Short-term momentum
indicators are trending
down. Strength relative
to gold is neutral.

The Philadelphia Oil Services Index dropped 2.23 points (1.24%) last week.
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LatAm equity markets commentary & weekly charts

The Bovespa lost 1,740 points last week.
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The Mexican Bolsa lost 1,447 points last week.
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Canadian equity markets commentary & weekly charts

Bullish Percent Index for TSX Composite Index was unchanged last week at
51.82%. and remained above its 20-day moving average.

$BPTSE TSxX Composite Bullish Percent Index TSE @ StockCharts.com
So-Octz201S Op 52.2= Hi 5263 Lo 51.22 Cl151.22 Chg -0.51 -1.533%) ~
- L FEPTSE (Daily) S1.=2 F=.=3= 5
The Index continues to —rasC20) 97 &S
rolume undeF 7o
trend higher. ss
so
Sz.0a5-
sSZ.6F S50
a5
ao
- =5
=1.9= =0
=5
=20
1e.60 1=
Now Dec 2015 Feb rar ~pr rAaw Jun Jul ~ug Sep Oct

The TSX Composite Index dropped 424.49 points (3.04%) Iast week
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The Index fell below its
20-day moving average
on Friday.

Short-term momentum
indicators are trending
down.

Percent of TSX stocks trading above their 50 day moving average dropped last
week to 55.87% from 72.87%.
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Percent of TSX stocks trading above their 200-day moving average fell last week
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Intermediate trend

remains neutral.

Strength relative to the
S&P 500 Index remains
neutral. The Average
broke below its 20- day
moving average.

Short-term momentum
indicators are trending
down.

Intermediate trend

remains neutral.

Strength relative to the
S&P 500 Index remains
neutral. The Average
remains above its 20-
day moving average.

Short-term momentum
indicators are trending

up.

Asian equity markets commentary & weekly charts
The SENSEX lost 389 points last week.
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The Nikkei Average added 257.80 points (1.37%) last week.
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The Shanghai Composite Index dropped 29.87 points (0.88%) last week.

arts com
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The Australia All Ords Composite Index dropped 99.50 points (1.85%) last week.
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Intermediate trend

remains positive.

Strength relative to the
S&P 500 Index remains
positive. The Average
broke above its 20- and
50-day moving
averages.

Short-term momentum
indicators are trending

up.

Intermediate trend

remains positive.

Strength relative to the
S&P 500 Index remains
positive. The Average
broke above its 20-, 50-
and 200-day moving
averages.

Short-term momentum
indicators are trending
up.

European Equity markets commentary & weekly charts
The DAX 30 added 89 points last week.
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The CAC 40 added 12 points last week.
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Intermediate trend
remains positive.

Strength relative to the
S&P 500 Index remains
positive. The Average
broke above its 20- and
50-day moving
averages.

Short-term momentum
indicators are mixed

Intermediate trend
remains positive.

Strength relative to the
S&P 500 Index remains
positive. The Average
broke above its 20- and
50-day moving
averages.

Short-term momentum
indicators are trending

up.

The AEX 25 added 2 points last week.
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The IBEX 35 lost 112 points last week.
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The FTSE 100 lost 59 points last week.

$FTSE London Financial Times Index LSE ® StockCharts.com
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Fixed Income markets commentary & weekly charts
EURO Bonds
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US Bonds

Intermediate trend
changed to up from
down on a move above
2.138%.

Yield moved above its
20-day moving average.

Short-term momentum
indicators are trending

up.

Intermediate trend

remains up.

Units fell below their 20-
day moving average.

The yield on 10 year Treasuries increased 6.8 basis points (3.26%) last week.
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The long term Treasury ETF slipped $0.42 (0.34%) last week.
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Intermediate trend
remains down. The
Euro remains below its
20-day moving average.

Short-term momentum
indicators are trending
down and are oversold.

Signs of a bottom are
clear.

Intermediate trend
remains up. The Index
remains above its 20-
day moving average.

Short term momentum
indicators are trending
up and are overbought,
but showing early signs
of rolling over

Currencies commentary & weekly charts
The Euro added 0.64 (0.84%) last week.
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The US$ Index slipped 0.19 (0.20%) last week.
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The Japanese Yen added 1.90 (0.98%) last week.
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The Canadian Dollar added US 0.54 cents (0.66%) last week.
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Commodities commentary & weekly charts
The CRB Index added 1.90 points (0.98%) last week.
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Lumber dropped 8.90 (3.41%) last week.
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The Grain ETN added $0.49 (1.51%) last week.
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The Agriculture ETF dropped $1.23 (2.47%) last week.
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Gold & precious metals commentary & weekly charts
Gold dropped $21.10 per ounce (1.81%) last week.
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S0 O ctk-Z015 Closme 1131 70 VWolurme 1100 Clhyg -3 80 -0 S35y -
n‘\.-..l-,; 115170

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

Gold moved below its =00

—

20-day moving average. 200 ‘.;‘Pqim; ) soar.re AT03-50 o T
TR0 i ~ _ 2 2 - =l be=s=n=s
Sh rtt t ors 30 1070
. O. -term momen !‘Im et ey Jan Jul Souag Sep oot
indicators are trending F, T SR LY
down.
A r=iC1a4) 42749 co
o
R e 22 = /\/‘\M—‘\ s0
~— ’\/\Ww -
10
10
10
=0
Silver dropped $0.30 per ounce (1.90%) last week.
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Platinum dropped $15.20 per ounce (1.52%) last week.

$PLAT Platinum - Spot Price (EOD) CME @ StockCharts.com
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Palladium dropped $17.35 per ounce (2.50%) last week.
. $PALL Palladium - Spot Price (EOD) CME @ StockCharts.com
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Oil, gas & energy commentary & weekly charts
Crude Oil gained $1.79 per barrel (4.01%) last week.
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Natural Gas added $0.02 per MBtu (0.87%) last week.
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Gasoline gained $0.06 per gallon (4.62%) last week.

$GASO Gasoline Unleaded - Spot Price (EOD) CME @ StockChartscom
30-0ct-2015 Close 1.26 Volume 49 2K Chg +0.02 (+1.21%) -
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