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The Week in Review

/)

Yet another tough week for risky assets with 2
exceptions — Emerging Mkt equities and REITS

The outperformance of EM equities was driven
by a bounce back in the Chinese market (up
2.8% last week|

Conservative (bond heavy) multi-asset class
strategies outperformed riskier (heavier equity)
allocations

YTD lower risk asset allocation strategies have
also outperformed especially if the allocations
involved international equities

Commodities remained volatile and subject to
the direction of oil prices — the trend is
increasingly negative

Within equities, US Midcaps outperformed last
week with Value stocks tfrouncing Growth stocks
by 1.1% over the last 5 days

A 60/40 mix of purely US assets under-performed
last week a global version but remains vastly
ahead YTD
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Major Asset Class Returns
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Asset Allocation Strategy Returns
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Currencies

saamrncmae 5 Day Return - Major Currencies

» The USD appreciated slightly last week

and remains in a significant Up Trend ID RUPEE

AUD

SAF

» The South African Rand continues -
recovering from oversold conditions .

SFRANC
HKD

» The British Pound got pounded due to RUBSS

EURO
CAD

major uncertainty regarding whether

BREXIT will pass Parliament YUAN
MEX PESO
POUND
» Theresa May can’t seem to win even 2.5% 2.0% -1.5% -1.0% -0.5% 00% 05% 10% 15%  2.0%
when she resolves major uncertfainties
(Irish border this week, deal with EU) CURRENCY TECHNICAL STAGE
AUD IMPROVING
ID RUPEE IMPROVING
» The Mexican Peso continuesits CAD DOWN TREND
depreciation versus the USD and is i e ra D
firmly in a Down Trend Stage policy SAF M P ROVING
BR IMPROVING
. . SFRANC DOWN TREND
» In general, FX volatility has increased YUAN DOWN TREND
substantially in the last couple of UsSD UP TREND
mon-l-hs POUND DOWN TREND
JPY DOWN TREND
RUBBLE IMPROVING
MEX PESO DOWN TREND
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Commodities

Commodity indices had a bad

week due fo the continued down

trend in oil prices

Oil prices dropped 7% last week
and are down over 18% over the
last 60 days

On the flipside, grain prices have
lbeen recovering since the
summer with soybeans again up
last week

Lumber prices continue being
extremely volatile and remain in
a Down Trend

Gold and Silver were stable last
week for a change but barring @
real crisis confinue on a down
trend especially in light of higher
short-term interest rates
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sammremcmaue 5 Day Return - Major Commodities

NAT GAS
SOYBEANS
COPPER
WHEAT
GOLD
LUMBER
SILVER

LIVE CATTLE

SUGAR
CORN
COTTON
COFFEE
OIL

-10.0%

10.0%

COMMODITY TECHNICAL STAGE
CORN IMPROVING
WHEAT DETERIORATING
SOYBEANS IMPROVING

LIVE CATTLE BREAK OUT
COFFEE IMPROVING
LUMBER DOWN TREND
SUGAR UP TREND
COTTON DOWN TREND
NAT GAS UP TREND

OIL BREAK DOWN
COPPER IMPROVING
SILVER DOWN TREND
GOLD IMPROVING




Investor Risk Aversion Environment

» Fear from the markets seems to have returned — our index stands
at the very top of the Neutral Zone after a prolonged period of
exuberance

» Investors still seem much more focused on global growth and
capital market fundamentals rather than political uncertainty

» We expect a further rise in our RAIl into the Fear Zone and a
flipping back and forth indicative of a risk on/off market

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

Valuation: Stretched

Growth: Above Average,
could be aft risk

Income: Minimal
Risk Profile: Increasing

Of Note: Value is catching
up to Growth, sector
rotation is starting to take
hold
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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 20.3% 23.6% 17.5% 7.3% 27.5%
CORR TO US STOCKS 1.00 1.00 1.00 1.00 1.00
CORR TO US BONDS -0.47 -0.34 -0.07 -0.04 -0.08
CORR TO COMM 0.10 0.34 0.54 0.73 0.55
CORR TO USD -0.02 -0.02 -0.07 -0.08 0.14
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  IMPROVING DOWN TREND UP TREND UP TREND
IT TECHNICALS BREAK DOWN = BREAK DOWN BREAK DOWN UP TREND UP TREND
RSI 57.1 43.1 30.8 50.1 64.3
UP DAY % (LAST 20) 45% 35% 35% 50% 60%




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

but af risk
» Income: Minimdal US SMALL CAP (IWM)|  LATEST 10 DAYSAGO 20 DAYSAGO 60 DAYSAGO 180 DAYS AGO
20 DAY VOL 24.1% 26.6% 18.9% 12.2% 24.2%
CORR TO US STOCKS 0.92 0.91 0.84 0.77 0.94
: 1o : CORR TO US BONDS -0.57 -0.34 -0.07 -0.24 -0.22
> Risk Profile: Increasin 9 CORR TO COMM 0.21 0.33 0.42 0.35 0.59
CORR TO USD -0.17 -0.01 0.00 0.27 0.14
UP BETA 1.05 1.09 0.87 0.74 0.74
» Of Note: Expect a DOWN BETA 0.94 0.95 0.90 1.12 0.82
. STTECHNICALS | DETERIORATING BREAKOUT ~ DOWNTREND  UP TREND UP TREND
confinued recovery IT TECHNICALS BREAK DOWN  BREAK DOWN  BREAK DOWN  UP TREND UP TREND
versus la rge cap stoc ks RS 57.2 43.0 285 64.4 64.5
UP DAY % (LAST 20) 45% 40% 35% 55% 65%
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International Developed Markets
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» Outlook: Intl Equities (Indexed)

» Short-Term: Positive 120 EAFE SMALL CAP
» Long-Term: Positive

» Valuation: Neutral
» Growth: Below Average

» Income: Superior

» Risk Profile: Increasi ng INTL DEV EQ (EFA) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 16.5% 12.3% 10.0% 9.3% 22.6%
) CORR TO US STOCKS 0.92 0.82 0.64 0.68 0.96
» Of Note: Int'| assets losi Nng CORR TO US BONDS -0.24 -0.04 0.25 0.23 -0.29
groun d to US equ ities CORR TO COMM 0.56 0.44 0.42 0.78 0.62
despite superior CORR TO USD -0.27 -0.58 -0.46 -0.35 -0.14
fundamentals, slowing GOAN BETA o | om | osr | 1| o
growth in Europe is @ ST TECHNICALS DETERIORATING IMPROVING ~ DOWNTREND ~ IMPROVING  BREAK DOWN
concern IT TECHNICALS DOWN TREND ~ DOWN TREND = DOWN TREND ~ DOWN TREND DETERIORATING
RSI 76.9 50.2 211 42.8 57.4
UP DAY % (LAST 20) 55% 40% 30% 45% 55%

/\ GLOBAL FOCUS CAPITAL LLC

INSIGHT THAT MATTERS

8
s



International Emerging Markets

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

» Valuation: Inexpensive
» Growth: Average
» Income: Neutral

» Risk Profile:

ncreasing

» Of Note: frade war fears,
currency depreciation,
Asia recovered nicely last
week and LATAM seems
to have stabilized
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EM Equities (Indexed)

EM

FRONTIER

EM EQ (EEM) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 27.1% 20.9% 14.6% 17.7% 29.7%
CORR TO US STOCKS 0.84 0.77 0.59 0.61 0.89
CORR TO US BONDS -0.01 0.13 0.18 0.19 -0.02
CORR TO COMM 0.48 0.42 0.44 0.75 0.64
CORR TO USD -0.51 -0.67 -0.60 -0.33 -0.11
UP BETA 137 1.49 1.57 131 1.29
DOWN BETA 0.78 0.82 0.79 1.08 0.88
ST TECHNICALS UP TREND BREAK OUT DOWN TREND IMPROVING BREAK DOWN
IT TECHNICALS DOWN TREND DOWN TREND DOWN TREND DOWN TREND DETERIORATING
RSI 715 57.6 28.5 49.8 57.3
UP DAY % (LAST 20) 60% 50% 40% 50% 55%




US Bonds
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» Outlook:
» Short-Term: Neuftral
» Long-Term: Negative

US Bonds (Indexed)

105

» Valuation: Stretched

» Income: Minimal

» Risk Profile: Increasing

US BONDS (AGG) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
» Of Note: Tight spread in 20 DAY VOL 2.3% 2.2% 2.2% 3.6% 2.3%
10-2 ; Y CORR TO US STOCKS 0.01 -0.27 -0.05 -0.69 -0.27
) year nofes got 1ess CORR TO US BONDS 1.00 1.00 1.00 1.00 1.00
tight last week, long CORR TO COMM 033 0.16 0,03 0.26 047
Trecsurles prOVIde mlnlmgl CORR TO USD -0.04 0.15 0.28 -0.09 -0.17
TPRE 1 : UP BETA 0.06 0.05 0.12 -0.10 -0.10
) d |sqs’rer relief, |OW6!’ DOWN BETA -0.08 -0.06 -0.04 -0.01 -0.20

inflationa ry expec’ro tions ST TECHNICALS BREAK OUT  BREAKDOWN DOWNTREND  UPTREND  DOWN TREND

mig ht kee P rates below IT TECHNICALS DOWN TREND DOWN TREND _ DOWN TREND _ IMPROVING _ DOWN TREND
3.5% RSI 64.3 28.6 35.8 69.2 50.0
) UP DAY % (LAST 20) 60% 35% 35% 65% 45%
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International Developed Bonds
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» Outlook: Intl Bonds (Indexed)

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

110

» 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 5.9% 5.8% 5.7% 6.0% 5.4%
» Of Note: Reql ly jU st CORR TO US STOCKS 0.12 0.36 0.25 -0.02 -0.27
CORR TO US BONDS 0.57 -0.02 0.07 -0.24 0.53
curmrency P' ay at the CORR TO COMM 0.34 0.29 0.46 0.34 0.44
moment given super |ow  |coreTous -0.54 -0.90 -0.86 0.37 -0.15
yieldsl no'l' expecﬂng UP BETA 0.09 0.08 0.21 0.04 0.08
S DOWN BETA -0.07 -0.10 -0.14 -0.14 -0.06
USD lo lose significant ST TECHNICALS BREAKOUT ~ DOWNTREND DOWNTREND  IMPROVING UPTREND
ground anytfime soon IT TECHNICALS DOWN TREND _DOWN TREND _DOWN TREND _ DOWN TREND ___UP TREND
RS 58.4 385 46.2 57.2 64.3
UP DAY % (LAST 20) 45% 45% 35% 55% 55%
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International Emerging Bonds
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Outlook:
» Short-Term: Neutral
» Long-Term: Neutral

Valuation: Neutral

Income: Above Average

Risk Profile: Stable

Of Note: Highly affected
by USD and direction of
10 yr US note, attractive
yields, indices are long
duration
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EM Bonds (Indexed)

EM BONDS (EMB) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 6.8% 6.8% 6.6% 7.6% 2.8%
CORR TO US STOCKS 0.66 0.58 0.53 0.24 0.00
CORR TO US BONDS 0.04 0.08 0.47 0.50 0.00
CORR TO COMM 0.62 0.62 0.58 0.15 0.00
CORR TO USD -0.50 -0.20 -0.31 0.34 0.00
UP BETA 0.16 0.20 0.35 0.20 0.10
DOWN BETA 0.07 0.07 0.07 0.12 -0.19
ST TECHNICALS DOWN TREND DOWN TREND DOWN TREND = IMPROVING DOWN TREND
IT TECHNICALS DOWN TREND DOWN TREND DOWN TREND DOWN TREND DOWN TREND
RSI 50.1 42.9 42.9 38.5 43.0
UP DAY % (LAST 20) 50% 50% 45% 35% 40%




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

Valuation: Neutral

Risk Profile:

ncreasing

Of Note: Indices are
dominated by oill,
expect further volatility

due to Saudi Arabia/lran

issues, slowing growth?
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Commodities (Indexed)

DJP

GSCI

COMMODITIES (DJP) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 11.3% 10.2% 12.4% 16.4% 7.5%
CORR TO US STOCKS 0.31 0.27 0.79 0.47 0.03
CORR TO US BONDS -0.09 0.22 -0.06 0.30 0.11
CORR TO COMM 1.00 1.00 1.00 1.00 1.00
CORR TO USD 0.20 -0.18 -0.39 0.05 0.24
UP BETA -0.38 -0.21 0.13 0.55 0.23
DOWN BETA 0.24 0.29 0.44 0.67 -0.02
ST TECHNICALS BREAK OUT DOWN TREND BREAK DOWN DOWN TREND UP TREND
IT TECHNICALS DOWN TREND = DOWN TREND IMPROVING DOWN TREND UP TREND
RSI 43.1 28.5 50.2 50.1 64.3
UP DAY % (LAST 20) 35% 40% 60% 55% 50%




Real Estate

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

» Valuation: Stretfched
» Growth: Slowing

» Income: Average
» Risk Profile: Increasing

» Of Note: Keeps recovering
as correlations to both
stocks and binds have
dropped, increase in
diversification potential
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Reits (Indexed)

(VS INTL

US REITS (VNQ) LATEST 10 DAYS AGO 20 DAYS AGO 60 DAYS AGO 180 DAYS AGO
20 DAY VOL 16.2% 15.3% 10.7% 9.8% 14.6%
CORR TO US STOCKS 0.29 0.30 0.29 0.33 0.14
CORR TO US BONDS 0.37 0.61 0.30 0.37 0.41
CORR TO COMM -0.06 0.01 0.22 0.21 0.16
CORR TO USD 0.09 0.21 -0.13 -0.58 -0.01
UP BETA 0.56 0.64 0.69 0.64 0.26
DOWN BETA 0.25 0.29 0.59 -0.02 1.17
ST TECHNICALS UP TREND DETERIORATING  IMPROVING UP TREND BREAK OUT
IT TECHNICALS UP TREND BREAK DOWN  BREAK DOWN UP TREND DOWN TREND
RSI 57.2 57.4 35.8 43.0 57.5
UP DAY % (LAST 20) 60% 55% 40% 50% 55%




This Coming Week

>

Home bias keeps winning as multi-asset strategies with
international assets have significantly underperformed

The strong USD is partly fo blame but we do notseea
significant reversal anytime soon as US monetary policy is being
normalized

We still foresee one further rate hike in the US in December but
fixed income market conditions have stabilized

Our view is that volatility is here to stay
> Infact we see current asset class volatility as normal

We are also watching out for any strong jump in inflationary
expectations

> Tariffs are inflationary and will be reflected in higher
consumer prices eventfually

EM equities in particular are taking a huge hit both on the asset
side as well as currency — this is furning out to be a lost year for
EM investors

» We still believe that an allocation is warranted

Value dramatically outperformed Growth last week and we
are seeing signs of industry rotation foward value sectors

» The Momentum trade while still ahead YTD is quickly
losing strength

Q3 reporting is semi heavy in the US — looking for
commentary on tariffs, slowing growth and inflationary
pressures

ﬂ Country

11/18/2018 Imports (Yo pan

Volatili( Actuzu Previoun Consensun

DateTime ﬂ Name

11/18/2018 Merchandise Trade Balance Total

11/19/2018 Bank of Japan Governor Kuroda Speech

5
5
o
=3
=
) _—

11/20/2018 Bo] Monetary Policy Statement

11/20/2018 Housing Starts (MoM) United States

E

11/21/2018 All Industry Activity Index (MoM)

11/21/2018 Durable Goods Orders ex Transportation United States

)
o
=
=
=
o

11/21/2018 Existing Home Sales M United States

o

5
o
en
(5
&
I}
[

11/22/2018 Inflation Report Hearings

11/23/2018 Gross Domestic Product (QoQ

11/23/2018 Markit PMI Composite

11/23/2018 Markit Services PMI

11/23/2018 Markit Services PMI United States 2 0 54.8 54.8
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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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