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The Week in Review

» President Trump wasn't the only

/)

one having a bad week - is this
a Fake Correctione

Cash is king once again -
nothing worked last week

US assets lost less if that is any
consolation

International equities lost the
most value last week

A 60/40 mix of purely US assets
out-performed a global version

Lower risk multi-asset strategies
out-performed last week and
are ahead in the last month
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Multi-Asset Class Strategy Performance
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Currencies

5 Day Return - Major Currencies
» The USD was range bound
last week but continues in a
technical Up Trend phase

» Within EM currencies the

pattern was mixed vex
» The Rand continued AUD
depreciating while the .
Brazilion Real regained -

some ground versus the USD

. . . . CURRENCY TECHNICAL STAGE

»  Within the major currencies, AUD___ DOWN IREND

the yen outperformed CAD DOWN TREND
EURO IMPROVING

HKD DOWN TREND

ope SAF DOWN TREND

» The Yuan has stabilized after  [sr DOWN TREND
a period of depreciation buf  [SERaNC BREAK OI'L

. . . . YUAN DOWN TREND

remains volatile within the USD UP TREND

bk 1~ " POUND DOWN TREND
official” range e BAEOR)

RUBBLE DOWN TREND

MEX PESO DOWN TREND
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Commodities

Grains are getting
whipsawed by tfrade war
on/off issues

» Corn and soybeans continue
being most at risk but
regained some ground last
week while Wheat continues
deteriorating

» Oilis also getting whipsawed
by political tensions — down
over 3% last week after
several up weeks

» Gold and Silver lost more
ground last week and the
trend is down especially as ST
interest rates keep climbing
higher
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sammremcmaue 5 Day Return - Major Commodities

SUGAR
CORN
LUMBER
SOYBEANS
LIVE CATTLE
COFFEE
GOLD
COTTON
SILVER
COPPER
NAT GAS
OlL
WHEAT

-5.0% -4.0%

1.0% 20% 3.0% 4.0% 5.0%

COMMODITY TECHNICAL STAGE
CORN IMPROVING
WHEAT DETERIORATING
SOYBEANS DOWN TREND
LIVE CATTLE IMPROVING
COFFEE DOWN TREND
LUMBER DOWN TREND
SUGAR DOWN TREND
COTTON BREAK DOWN
NAT GAS BREAK DOWN
OIL DETERIORATING
COPPER DOWN TREND
SILVER DOWN TREND
GOLD DOWN TREND




Investor Risk Aversion Environment

» All fear from the markets seems to be gone even after all the
shenanigans in Washington, Iran and North Korea

» We continue pegged to the Exuberant Zone

» We have been expecting more of a risk on/off type of investor
sentiment this year but so far we have had relative calm

Risk Aversion Index - Last 12 Months
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US Large Cap Equities
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» Outlook:
» Short-Term: Neutral

/)

» Long-Term: Neutral

Valuation: Stretched
Growth: Above Average

Income: Minimal
Risk Profile: Increasing

Of Note: Value should
start catching up to
Growth if inferest rates
don’'t jump up, for now
Mo is winning
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US Large Cap Equities (Indexed)

CORE

VALUE

GROWTH

US LARGE CAP (SPY) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 7.2% 7.3% 6.7% 9.4% 6.4%
CORR TO US STOCKS 1.00 1.00 1.00 1.00 1.00
CORR TO US BONDS -0.26 -0.04 0.20 -0.51 -0.39
CORR TO COMM 0.83 0.73 0.52 0.43 -0.19
CORR TO USD -0.38 -0.18 0.21 0.13 0.05
UP BETA 1.00 1.00 1.00 1.00 1.00
DOWN BETA 1.00 1.00 1.00 1.00 1.00
ST TECHNICALS DETERIORATING  UP TREND UP TREND UP TREND UP TREND
IT TECHNICALS UP TREND UP TREND UP TREND UP TREND UP TREND
RSI 50.1 50.1 57.2 57.4 57.2
UP DAY % (LAST 20) 50% 50% 55% 55% 55%




US Small Cap Equities
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» Outlook: US Small Cap Equities (Indexed)

» Short-Term: Positive
» Long-Term: Positive

130 CORE VALUE GROWTH

» Valuation: Neutral

» Growth: Above Average

» Income: Minimal

US SMALL CAP (IWM)|  LATEST 10DAYSAGO 20 DAYSAGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 9.2% 12.2% 10.7% 9.2% 12.3%
» Risk Profile: Increasin g CORR TO US STOCKS 0.78 0.77 0.54 0.75 0.69
CORR TO US BONDS -0.08 024 -0.01 -0.38 -0.16
CORR TO COMM 0.81 0.35 0.20 0.25 0.06
" CORR TO USD 0.25 0.04 0.02 0.02 0.11
» Of Note: Benefitting from  [Greem 0.53 0.74 0.79 0.86 132
strong USD, Growth is DOWN BETA 151 115 111 0.99 142
. STTECHNICALS | DETERIORATING UPTREND  BREAK OUT  UPTREND  BREAK OUT
vastly outperforming IT TECHNICALS UP TREND UP TREND UP TREND UP TREND UP TREND
Value RS 57.2 64.4 57.4 64.5 43.0
UP DAY % (LAST 20) 55% 55% 55% 70% 50%
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International Developed Markets
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» Outlook: Intl Equities (Indexed)

» Short-Term: Neutral
» Long-Term: Positive

130 EAFE SMALL CAP

» Valuation: Neutral

» Growth: Below Average

» Income: Superior

INTL DEV EQ (EFA) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
» Risk Profile: Increasin g 20 DAY VOL 11.2% 9.3% 12.2% 6.8% 7.4%
CORR TO US STOCKS 0.60 0.68 0.81 0.76 0.69
CORR TO US BONDS -0.32 0.23 0.10 0.57 0.04
. ) . CORR TO COMM 0.67 0.78 0.69 0.41 0.08
» Of Note: Inf’l CISSGTS' losing CORR TO USD -0.05 -0.11 0.09 0.30 -0.14
ground to US equities UP BETA 101 0.96 1.07 0.72 0.56
d es pl'l'e SU p e rl or DOWN BETA 1.13 1.28 1.15 0.66 0.89
fundamentals ST TECHNICALS BREAKDOWN  IMPROVING ~ BREAKDOWN  IMPROVING  BREAK DOWN
IT TECHNICALS DOWN TREND DOWN TREND DOWN TREND _ UP TREND UP TREND
RSI 43.1 42.8 463 50.1 50.1
UP DAY % (LAST 20) 40% 45% 50% 50% 55%
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International Emerging Markets

» Outlook: Sem—— EM Equities (Indexed)
» Short-Term: Neutral 120 i~ e ——
» Long-Term: Positive

» Valuation: Inexpensive
» Growth: Above Average

» Income: Neutral

» Risk Profile: Increasing
EM EQ (EEM) LATEST 10 DAYS AGO 20 DAYS AGO __ 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 19.8% 17.7% 18.8% 15.8% 14.4%
» Of Note: China’s Weig At in  |coRRTOUS sTocKs 0.63 0.61 0.79 0.62 0.66
: : : CORR TO US BONDS -0.19 0.19 0.01 0.52 -0.01
EM index is a huge issue CORR TO COMM 0.70 0.75 0.63 0.40 0.34
>30%) , frade war fears, CORR TO USD 0.06 0.11 0.16 0.27 -0.29
currency depreciation, UP BETA 1.45 131 1.55 1.10 1.34
wedq ke N | N g commo d I'I'y DOWN BETA 1.38 1.41 1.13 0.89 0.80
: : : ST TECHNICALS BREAKDOWN  IMPROVING  BREAK DOWN BREAK DOWN DOWN TREND
prices, slight recovery in IT TECHNICALS DOWN TREND ~ DOWN TREND DOWN TREND  DOWN TREND DETERIORATING
LATAM RSI 57.5 49.8 43.1 38.7 50.1
UP DAY % (LAST 20) 55% 50% 45% 40% 50%
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US Bonds

» Outlook:
» Short-Term: Neutral
» Long-Term: Negative

» Valuation: Stretched

» Income: Minimal|

» Risk Profile:

ncreasing

» Of Note: Tight spread in
10-2 yr notes, real yields
negative or close to
zero, long treasuries
provide minimal
“disaster” relief
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US Bonds (Indexed)

US BONDS (AGG) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 2.2% 3.6% 4.1% 2.5% 2.1%
CORR TO US STOCKS -0.09 -0.69 -0.42 -0.20 -0.45
CORR TO US BONDS 1.00 1.00 1.00 1.00 1.00
CORR TO COMM 0.20 -0.26 -0.16 0.05 0.45
CORR TO USD -0.19 -0.05 0.10 0.07 0.03
UP BETA 0.10 -0.10 -0.06 0.02 -0.05
DOWN BETA -0.17 -0.17 -0.12 -0.05 -0.11
ST TECHNICALS DOWN TREND UP TREND IMPROVING BREAK DOWN DOWN TREND
IT TECHNICALS DOWN TREND = IMPROVING IMPROVING DOWN TREND = BREAK DOWN
RSI 35.8 69.2 61.6 429 429
UP DAY % (LAST 20) 50% 65% 50% 45% 40%




International Developed Bonds
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» Outlook: Intl Bonds (Indexed)

» Short-Term: Negative
» Long-Term: Negative

105

» Valuation: Stretched

» Income: Minimal|

» Risk Profile: Increasing
INTL BONDS (IGOV)|  LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 6.3% 6.0% 6.1% 6.3% 5.7%
» Of Note: Reql |y jU st O CORR TO US STOCKS -0.06 -0.02 0.44 -0.11 -0.24
CORR TO US BONDS 0.01 -0.24 0.22 0.19 0.47
curmrency P' ay at the CORR TO COMM 0.29 0.34 0.28 0.13 0.07
moment given super |ow  |coreTous -0.17 -0.10 0.18 0.32 0.16
yields, not expec’ring UP BETA 0.14 0.04 0.22 0.22 -0.28
L DOWN BETA -0.05 0.13 0.20 -0.02 -0.11
USD lo lose signi ficant ST TECHNICALS BREAKDOWN  IMPROVING DOWNTREND ~ UPTREND  DOWN TREND
ground anytime soon IT TECHNICALS DOWN TREND  DOWN TREND ~ DOWN TREND  BREAK DOWN  UP TREND
RS 57.2 57.2 46.2 57.2 30.8
UP DAY % (LAST 20) 55% 55% 40% 55% 40%
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International Emerging Bonds
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» Ovutlook: EM Bonds (Indexed)

» Short-Term: Negative

105

» Long-Term: Positive

» Valuation: Neutral

» Income: Above Average

» Risk Profile: Stable EM BONDS (EMB) LATEST 10DAYSAGO 20DAYSAGO 60 DAYSAGO 180 DAYS AGO
20 DAY VOL 5.3% 7.6% 7.0% 5.0% 4.6%
CORRTO US STOCKS|  -0.07 0.24 0.52 0.70 0.00
) CORR TO US BONDS 034 0.50 0.66 0.42 0.00
» Of Note: Highly affected  |corrrocomm 0.18 0.15 0.19 0.23 0.00
by USD and direction of  |comrtouso 0.03 031 0.42 0.04 0.00
) UP BETA 0.67 0.20 0.28 0.18 0.16
10 yr US note, aftractive  |pownsera 0.12 0.19 0.12 0.22 0.28
vields ST TECHNICALS DOWNTREND  IMPROVING  DOWNTREND DOWNTREND  UP TREND
IT TECHNICALS DOWNTREND DOWNTREND DOWNTREND DOWNTREND  UPTREND
RSl 429 385 30.9 28.7 64.3
UP DAY % (LAST 20) 45% 35% 25% 40% 65%
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Commodities

» Outlook:
» Short-Term: Neuftral
» Long-Term: Positive

» Valuation: Neutral

» Risk Profile:

ncreasing

» Of Note: Big difference in
performance between
GSCI and Bloomberg
indices, precious metals
are imploding with no end
in sight in the face of
higher interest rates,
inflation seems a non-issue
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Commodities

DJP

(Indexed)

GSCI

COMMODITIES (DJP) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 15.3% 16.4% 12.8% 10.3% 8.4%
CORR TO US STOCKS 0.45 0.47 0.34 0.30 0.08
CORR TO US BONDS 0.29 0.30 -0.02 -0.08 0.31
CORR TO COMM 1.00 1.00 1.00 1.00 1.00
CORR TO USD -0.33 0.00 0.31 0.06 -0.09

UP BETA 0.79 0.55 0.48 0.13 -0.13
DOWN BETA 1.08 0.93 0.83 0.18 0.45

ST TECHNICALS DOWN TREND DOWN TREND DETERIORATING IMPROVING IMPROVING
IT TECHNICALS DOWN TREND DOWN TREND = DOWN TREND UP TREND DETERIORATING
RSI 50.2 50.1 57.3 46.0 57.1

UP DAY % (LAST 20) 50% 55% 50% 60% 50%




Real Estate

» Outlook:
» Short-Term: Neuftral
» Long-Term: Positive

» Valuation: Stretched
» Growth: Slowing

» Income: Average
» Risk Profile: Increasing

» Of Note: Big recovery in
the last few months,
correlation fo rates going
down, good defensive
capabillities (0.25 corr to
US stocks)
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Reits (Indexed)

INTL

US REITS (VNQ) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 10.6% 9.8% 11.2% 12.7% 8.0%
CORR TO US STOCKS 0.25 0.33 0.48 0.40 0.05
CORR TO US BONDS 0.47 0.37 -0.17 0.40 0.46
CORR TO COMM 0.22 0.21 0.11 0.15 0.26
CORR TO USD -0.29 0.08 0.09 -0.02 -0.13
UP BETA 0.12 0.64 0.74 0.23 0.38
DOWN BETA -0.27 -0.22 0.01 0.61 0.52
ST TECHNICALS BREAK DOWN UP TREND UP TREND DETERIORATING DOWN TREND
IT TECHNICALS UP TREND UP TREND UP TREND IMPROVING  DETERIORATING
RSI 50.2 43.0 50.0 61.6 57.3
UP DAY % (LAST 20) 55% 50% 40% 60% 55%




This Coming Week

| 2 Is cash the new KIﬂgg 9/10/2018 Consumer Price Index (Yo

» Bonds and stocks are over-valued but growth sfill holding
up which is positive for stocks but for how long?

»  We still prefer risky assets but are lowering risk at the 9/10/2018 Tndustrial Production (MoM)
portfolio level.

9/10/2018 Consumer Price Index (MoM)

9/10/2018 Gross Domestic Product oM United Kingdom

> Are political issues in Washington of any concern to markets? Y N — United States

9/11/2018 ILO Unemployment Rate (3M) United Kingdom

| 2 The strong USD keeps crushing investors in international assets | |
but should be losing some momentum.

9/11/2018 Average Earnings excluding Bonus (3Mo/Yr) United Kingdom

b Infemafional equifies keep losing ground 1o US siacks despite
superior fundamentals — becoming the contrarian play of 2018 —
9/12/2018 Fed's Bullard speech United States | 2 0 | 0 | 0 |

»  EM equities in particular are aking @ huge hit both on fhe asset —_

side as well as currency

/12/2018 Foreign investment in Japan stoc! b
>  China has a lot to do with this given its weight in the I

MSCl index (30%)

9/13/2018 BoE Asset Purchase Facilit) United Kingdom

9/13/2018 Monetary Policy Summar; United Kingdom

| T
ﬁE

> Growth is outperforming Value YTD but things may be turning
around especially if interest rates remain range bound

9/13/2018 Bank of England Minutes United Kingdom

»  Global Tech has performed well this year but short-term it is in a e S _J“““‘K‘“ E : £ . :
e e oTe Dad fiews Io gome or buy the dip?
We are hOldlng STeOdy, not buylng more. 9/13/2018 Initial Jobless Claims United States 2 0 203 211 |

9/13/2018 Consumer Price Index (YoY) United States

> Gold and Silver are losing their luster — not providing downside | |
hedge and very driven by frends in short-term rates 9/13/2018 Consumer Price Index (MoM) United States

9/13/2018 FOMC Member Bostic speech United States

| 2 What will make investors price risk more in line with history?2
» A growthscare in the US, maybe? A real inflation scare?

Waiinaforlmoeachment?
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Contact & Subscription Information

Eric J. Weigel eweigel@gf-cap.com

Website: hitps://gf-cap.com

Publications - Sian Up Here

Weekly Asset Allocation Review - Free

Weekly Equity Themes Review - Free

The Equity Observer (Monthly) - Subscription Required

The Asset Allocation Advisor (Monthly) - Subscription Required

Disclaimer: NOTHING HEREIN SHALL BE CONSTRUED AS INVESTMENT ADVICE, A RECOMMENDATION OR
SOLICITATION TO BUY OR SELL ANY SECURITY.

PAST PERFORMANCE DOES NOT PREDICT OR GUARANTEE FUTURE SIMILAR RESULTS.
SEEK THE ADVICE OF AN INVESTMENT MANAGER, LAWYER AND ACCOUNTANT BEFORE YOU INVEST.
DON'T RELY ON ANYTHING HEREIN. DO YOUR OWN HOMEWORK.

THIS IS FOR INFORMATIONAL PURPOSES ONLY AND DOES NOT CONSIDER THE INVESTMENT NEEDS OR SUITABILITY
OF ANY INDIVIDUAL.

THERE IS NO PROMISE TO CORRECT ANY ERRORS OR OMISSIONS OR NOTIFY THE READER OF ANY SUCH ERRORS
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