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Libor Set
1-Month Libor Set 1.89063 +.01313 (98.10937)
3-Month Libor Set 2.32461 +.00377 (98.67539)
6-Month Libor Set 2.46000 +.00012 (97.54000)
1-Year Libor Set 2.68094 +.01094 (97.31906)

THEY SAID IT

The release of the list by US Trade Rep Lighthizer leads into a 60 day period when the
public can provide feedback and the government can hold hearings on the tariffs. Just to
be clear, the 25% tariffs spoken of, will come on top of any existing levies.
https://www.bloomberg.com/news/articles/2018-04-03/u-s-china-tariff-list-takes-aim-at-
technologies-beijing-covets

1. What is a trade war?

The dictionary says it’s “an economic conflict in which countries impose import restrictions on
each other in order to harm each other’s trade.” Trump’s tariffs and the threatened retaliation
from other countries meet this definition, but so do centuries of protectionist skirmishes by
numerous countries in countless sectors. The recent escalation is stoking fears that Trump has set
off a full-blown trade war by singling China out for retaliation for intellectual property theft. The
quid-pro-quo actions by the U.S. and China over steel tariffs, Trump’s invocation of national
security to justify some of his moves -- which could open a Pandora’s Box of similar claims by
other nations -- and Trump’s threat to further punish the EU if it imposes counter-duties also add
to the trade-war atmospherics.

2. What happened in previous trade wars?

One of the most notorious examples is the Smoot-Hawley Act passed by Congress in 1930

and often blamed for deepening the Great Depression. The law hiked U.S. tariffs by an average
of 20 percent, initially to protect American farmers but then broadened as other industries
lobbied for protections. As demand collapsed, countries scrambled to maintain their gold
reserves by devaluing their currencies or imposing even more trade barriers. Global trade fell off
a cliff.

3. Who wins in trade wars?

No one, if history is any guide. When President George W. Bush raised steel tariffs in 2002, U.S.
gross domestic product declined by $30.4 million, according to the U.S. International Trade
Commission. The U.S. lost about 200,000 jobs, about 13,000 of which were in raw steel-making,
by one estimate. A report by the pro-free trade Peterson Institute for International

Economics estimated that Bush’s tariffs cost about $400,000 for every steel-industry job

saved. The World Trade Organization also ruled that the Bush tariffs were illegal.

4. What has Trump done so far?

He’s imposing tariffs on $50 billion of products imported from China in retaliation for what he
calls decades of intellectual property theft. He imposed tariffs of 25 percent and 10 percent,
respectively, on steel and aluminum imports, which prompted China to say it could hit back with
tariffs of its own. While he temporarily exempted allies, including the European Union, from the
metals tariffs, he expects them to grant concessions to the U.S. to maintain the exemption.

5. Why did Trump invite this fight?

In a March 2 Twitter post, he declared trade wars “good, and easy to win.” His focus remains
reducing the U.S. trade deficit, which shows the country imports hundreds of billions of dollars
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more than it exports. Stepping back from trade deals like the North American Free Trade
Agreement and the Trans-Pacific Partnership also appeals to Trump’s base of voters

in America’s Rust Belt. But talk of a trade war is alarming to many U.S. business leaders, who
largely support existing trade deals, and the securities markets, which fear lower profits and
slower economic growth if the U.S. turns protectionist and other countries retaliate.

6. Who has retaliated?

China hit $3 billion of U.S. wine, fruit, pork, steel pipe and other exports with tariffs on April 2.
Many of the 128 products on the list originate from states that favored Trump in the 2016
presidential election. After the U.S. announced details of its tariffs on $50 billion of Chinese
imports, China said it would retaliate against U.S. products “equivalent in scale and degree to the
U.S. measures.” On April 4, it announced tariffs against U.S. soybeans, chemicals and aircraft.
An even bigger worry for the U.S. is that China, the U.S.’s biggest creditor, will scale

back purchases of Treasuries in retaliation. China’s ambassador to the U.S. doesn’t rule out the
option. Other countries haven’t retaliated for the steel and aluminum tariffs, which took effect
March 23, largely because Trump temporarily exempted many of them. Still, the EU is unhappy
and warned it will respond with its own 25 percent tariffs on $3.5 billion of American goods.
Like China, the EU says it will focus particularly on products from states that are part of
Trump’s political base, including iconic U.S. brands of motorcycles, blue jeans and bourbon
whiskey. In turn, Trump warned that he would impose a 25 percent penalty on European car
imports if the EU carried out its threat.

7. When does the WTO get involved?

The U.S. took the first step on March 23, filing a "request for consultations™ with China at the
WTO on technology licensing. China also notified the WTO how it could respond to the steel
tariffs with levies of its own, later adding later that it will challenge the legality of the broader
tariffs, which it said were a “gross violation” and put the WTO in “unprecedented danger.” But
retaliatory actions that unfold quickly can test the WTO’s somewhat ponderous deliberative
process. The arbiter of international trade disputes was born in 1995 out of a set of agreements
struck by countries trying to reduce trade barriers. If a government’s complaint about another
nation’s trade barriers is seen as grounded, the WTO recommends acceptable retaliation. In the
case of steel, Trump is invoking a seldom-used clause of a 1962 U.S. law that gives him the
authority to curb imports if they undermine national security. Under WTO rules, countries can
take trade actions to protect “essential security interests.” Other nations could challenge the
validity of the U.S. use of that clause. They also could copy the U.S. move by citing national
security to block imports themselves.

8. Could tariffs backfire on the U.S.?

Yes. Take steel tariffs. Many more people are employed in industries, such as auto
manufacturing, that buy steel to make products, than in steel-making itself. Some consumers may
also have to pay higher prices. Trade tensions could boost inflation more than desired by Federal
Reserve policy makers, who might feel the need to raise rates more aggressively than planned.
On the other hand, if the tariffs result in job losses and the economy slows, the Fed might want to
ease the pace of rate hikes.

9. Are tariffs the only weapon in trade wars?

No, there are many others. Clamping down on Chinese investments in the U.S., which Trump is
already doing, is one example. Talking down, or manipulating lower, one’s currency is another.
Countries through the years have used other means to keep foreign goods out and protect
homegrown companies, a practice known as mercantilism. Trump accuses China of using
government subsidies to prop up its domestic industries. Some practices are overt, such as
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quotas, and others covert, such as unusual product specifications, lengthy inspections of goods at
entry ports and intricate licensing requirements.
https://www.bloomberg.com/news/articles/2018-04-02/trump-wanted-a-trade-war-here-s-what-
one-looks-like-quicktake

Apple Inc. is planning to use its own chips in Mac computers beginning as early as 2020,
replacing processors from Intel Corp., according to people familiar with the plans.
https://www.bloomberg.com/news/articles/2018-04-02/apple-is-said-to-plan-move-from-intel-to-
own-mac-chips-from-2020

The initiative, code named Kalamata, is still in the early developmental stages, but comes as part
of a larger strategy to make all of Apple’s devices -- including Macs, iPhones, and iPads -- work
more similarly and seamlessly together, said the people, who asked not to be identified
discussing private information. The project, which executives have approved, will likely result in
a multi-step transition.

The shift would be a blow to Intel, whose partnership helped revive Apple’s Mac success and
linked the chipmaker to one of the leading brands in electronics. Apple provides Intel with about
5 percent of its annual revenue, according to Bloomberg supply chain analysis.

While the transition to Apple chips in hardware is planned to begin as early as 2020, the changes
to the software side will begin even before that. Apple’s iPhones and iPads with custom chips
use the i0S operating system, while Mac computers with Intel chips run on a different system
called macOS. Apple has slowly been integrating user-facing features over the past several years,
and more recently starting sharing lower-level features like a new file management system.

New limits on carried interest profits don’t apply to regulated futures contracts or
contracts to trade foreign currencies. For managers who rely heavily on those strategies, a
chunk of their assets can continue to be taxed at a much lower rate, even if they don’t hold
them for three years as the law requires.
https://www.bloomberg.com/news/articles/2018-04-04/these-hedge-fund-trades-can-escape-new-
carried-interest-limits

Under the old tax regime, hedge funds and private equity managers had to hold their investments
for one year to get the long-term capital gains rate of 20 percent. Otherwise, they had to pay
individual income tax rates, which now top out at 37 percent. But those holding the futures or
foreign currency contracts didn’t have to meet any time period -- they could elect to have 60
percent of the trade qualify for the long-term rate. And despite the new tax law, they’ll still be
able to do so, according to half a dozen tax experts.

"*Some nations have looked the other way in the face of these threats. Russia brazenly, and
implausibly denies its actions, and we have failed to impose sufficient costs,” McMaster
said in an address at an Atlantic Council event to mark the 100th anniversary of the
independence of Latvia, Lithuania and Estonia.
https://www.bloomberg.com/news/articles/2018-04-04/mcmaster-denounces-putin-and-his-
pernicious-form-of-aggression

One act of that aggression, he said, was the recent nerve agent attack on a former Russian spy
and his daughter in England. He called it "an attempted murder that endangered the lives of over
130 people, including many children.” The incident prompted the expulsion of Russian
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diplomats by Britain, the U.S. and other countries.

National Security Adviser H.R. McMaster, in his final days in office, condemned Russian
President Vladimir Putin in a speech on Tuesday night.

He urged the world’s democracies and their institutions to resist the Kremlin’s "pernicious form
of aggression that combines political, economic, informational, and cyber assaults against
sovereign nations."

Deutsche Bank AG needs to scale back its U.S. operations and focus on serving European
companies to unlock capital and improve returns, according to analysts at JPMorgan
Chase & Co.
https://www.bloomberg.com/news/articles/2018-04-04/deutsche-bank-should-scale-back-u-s-
business-jpmorgan-says

The U.S. business “consumes material balance sheet resources” while suffering from
“persistently low profitability,” Kian Abouhossein and Amit Ranjan wrote in a note to clients on
Wednesday. The alternative would be to do nothing and hope for a better environment, which
would leave the bank at risk of a “confidence issue” should markets go the other way, they said.
It’s “time to change strategic direction,” the analysts wrote. The U.S. business is “in need of
shrinkage.”

""We've seen an incredible shift in the way people use industrial real estate,” Adam Mullen,
senior managing director of CBRE's industrial and logistics team, told CNBC. "'It's gone
from an out-of-the-way asset to a strategic weapon."

Thus, ""when folks use industrial real estate as a strategic weapon, they need more space, ...
taller space and more modernized space,” he said. Demand is skyrocketing for newer
properties, while supply of younger buildings is still nascent. Industry experts say there's
much more construction to come.

https://www.cnbc.com/id/105102927

The average age of a U.S. warehouse is 34 years, according to a survey by real estate services
firm CBRE. And that likely won't cut it for a retail industry that's moving increasingly toward e-
commerce and fulfilling online orders for customers in the blink of an eye.

In surveying facilities across 56 markets throughout the country, CBRE found most warehouses
built before about 2005 lack modern upgrades: Ceilings are low, flooring is uneven and space is
tight.

"This is indeed one of the risks in our scenario, but most likely after the program ends,"” Yvan
Mamalet, senior euro economist at Societe Generale, told CNBC. "This is indeed one of the
risks in our scenario, but most likely after the program ends," Yvan Mamalet, senior

This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commaodities herein named. The
factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is
not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading
futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not
indicative of future results.

© Copyright 2017. The Fixed Income Group at R.J. O’Brien. All rights reserved.


https://www.bloomberg.com/quote/DBK:GY
https://www.bloomberg.com/news/articles/2018-04-04/deutsche-bank-should-scale-back-u-s-business-jpmorgan-says
https://www.bloomberg.com/news/articles/2018-04-04/deutsche-bank-should-scale-back-u-s-business-jpmorgan-says
https://www.cnbc.com/id/105102927

euro economist at Societe Generale, told CNBC.

Figure 2: Oldest and Newest Warehouse Markets by Inventory Age

Dldest Markets MNewest Markers
Weighted Weighted
Inventory (MSF /| Avg. Age Inventory (MSF /| Avg. Age
Market # Buildings Years Market # Building ears
Morthern New Jersey 3505/ 5208 57 Inlond Empire 454.6 /5,154 0
Pittsburgh 1432 71,927 56 Las Vegas 93.8 /2,664 23
Boston 2267 f4.322 44 Phoenix 2007 5118 26
Philadelphia 2240/1,835 44 Salt Lake City 98.2 /1,969 ]
Cleveland 1324 /1,894 44 Mashwville 98.6/ 1,130 20
Central New Jersey 3692 /3,926 43 Indianapolis 1757 /N3 29
Detroit 1803 /3524 42 Atlanna 4250 /4,210 9
Lowisville 1411 /1,985 42 Greenville 1773 /1,095 N
Dakland 154.7 / 3,580 41 P& I-78/81 Corridor  337.0 /1,556 N
Memphis 1905/ 1,761 40 Dallas/Ft. Warth 608.7 /8,325 K] |
Los Angeles 4953710181 39 Seartle 1908 73,611 32
5t. Louis 17217 2,636 a9 Columbus 178.3 /1,452 33
Orange County 146.2 /4,162 39 Charlotte 21006 /3,452 33
Kansas City 1902/2412 k1] Sacramento 117.3 /3,502 34
Baltimore 152772016 a8 Cincinnati 1943 f 2,675 34
Denver 1497 /2,744 36 Houstan 3000 f 6,729 34
Chicago 7264/ 7,042 as LS. Average 2082 /168,326 34

Source: CBRE Research, O1 2018.

The Syria summit brings together two powers which have been President Bashar al-
Assad's most forceful supporters, Iran and Russia, with one of his strongest opponents,
Turkey.
https://www.cnbc.com/2018/04/04/russia-iran-and-turkey-struggle-to-find-common-ground-on-
syria.html

Cooperation between the rival camps raised hopes of stabilising Syria after seven years of
conflict in which 500,000 people have been killed and half the population displaced.

Syria's army and Iran-backed militias, with Russian air power, have crushed insurgents near
Damascus in eastern Ghouta - one of the four mooted “de-escalation zones".

Turkey, which sharply criticised the Ghouta offensive, waged its own military operation to drive
Kurdish YPG fighters from the northwestern Syrian region of Afrin. It has pledged to take the
town of Tel Rifaat and push further east, angering Iran.

"Whatever the intentions are, Turkey's moves in Syria, whether in Afrin, Tel Rifaat or any other
part of Syria, should be halted as soon as possible," a senior Iranian official said.

Iran has been Assad's most supportive ally throughout the conflict. Iran-backed militias first
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helped his army stem rebel advances and, following Russia's entry into the war in 2015, turn the
tide decisively in Assad's favor.

A Turkish official said Ankara will ask Moscow to press Assad to grant more humanitarian
access in Ghouta, and to rein in air strikes on rebel-held areas. "We expect ... Russia to control
the regime more," the official told reporters this week.

"This is indeed one of the risks in our scenario, but most likely after the program ends,""
Yvan Mamalet, senior euro economist at Societe Generale, told CNBC.
https://www.cnbc.com/2018/04/04/a-new-election-in-greece-could-actually-deliver-a-big-boost-
to-markets.html

Markets are not preparing for an election in Greece this year, but this is a risk that cannot be
ruled out.

The mandate of Prime Minister Alexis Tsipras ends in September of 2019. But with key austerity
reforms starting in January, and a bailout program expected to end this summer, some analysts
fear the government will call a new general election earlier than expected.

"The reality is that Greece has a very high debt level," he told CNBC, adding that as a result the
next government will always have little room to increase spending. Greece's public debt is about
180 percent of its growth domestic product.
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EQUITIES

The S&P is -46 and the NASDAQ is -132.

Particulars for companies to make money (low interest rates, growth and some
wage inflation) remain in place.

| am dollar cost averaging into a mix of equities.

Currently 70% Equities, 20% Bonds and 10% Money Markets.

Earnings:

www.moneycentral.msn.com/investor/market/earncalendar

On Bloomberg type in ACDR <GO>

UK/EUROPE

In the UK the FTSE closed -0.81%.

In the UK, the swap curve is flatter with yields lower.
BOE Rate +0.50%. (No change)

Next meeting 05/10/18

On the European Continent

The CAC Index closed -1.08%.

The DAX Index closed -1.63%.

On the Continent, the swap curve is flatter with yields lower.
ECB Main Refinancing Operations Rate +0.00% (No change)
Deposit Facility Rate -.40%

Next meeting 04/26/18

ASIA

Japan:

The TOPIX closed +0.14%.

The NIKKEI closed +0.13%.

In Japan, the swap curve is flatter with yields lower.
BOJ Policy Balance Rate -0.10% (No change)
Next meeting 04/27/18

China:

The Hang Seng closed -2.19%.

The Shanghai Composite closed -0.18%.
PBOC

Deposit Rate: 1.50%

Lending Rate: 4.35%

7-Day Repo Rate: 2.7603%

Reserve Requirement Ratio: 17.00%
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THE TREND

EDMS: 97-70.0 is the pivot. Below the pivot, you should be short, above long.
Support is at 97-65.0**,
Resistance is at 97-70.0" and 97-75.0**.

APivot Point is a simple 20-day moving average.
** 2-STD Deviations from the pivot point.

| remain flat until a clearer trend emerges.

EDM8 |97.685 -- .. 1c97.685,97.690ic  3268x5101 Prev 97.685
At 5:55 Vol 62464 Op 97.685 Hi 97.690 Lo 97.680 enlnt 1750207

EDME COME Comndty [EREEI]E]E 96 Actions - 97 Edit - Bollinger Bands
100472017 [N 047042018 f=lllLast Price [ # M Key
Sh [ E n and , %

Eollinger v

30 1M [&M | ¥YTD

M Last Price
High on 10/04/17

98.200
98.000

97.800

97.749

97.685
\ 7071

97.600

YTD (per contract)
2018 +34.5 ticks (+$862.50)
2017 +33.0 ticks (+$825.00)
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10yr/TYMS8: 120-16.5 is the pivot point. Above you should be long, below short.
Support is at 119-24.0**
Resistance is at 120-16.5™ and 121-09.0**

Pivot Point is a simple 20-day moving average.
** 2-STD Deviations from the pivot point

| remain flat in TY.

TYHME8 121-03 + 08 T 1ic121-03 ,121-03+ 4895 x 3309 Prew 120-27
AL 5:57 Vol 462551 Op 120-29 Hi 121-05 Lo 120-27+ OpenInt 3441602
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YTD (per contract)

(2018) +52.0 futures ticks ($31.25 per tick) or +$1.625.00.
(2017) +93.0 futures ticks ($31.25 per tick) or +$2,906.25.
(2016) +377.5 futures ticks ($31.25 per tick) or +$11,796.88.
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The Option Lab

Trade Log:

2. Long the TY Week-2 120.00 put (at the money) from 8/64ths (3/9/2018).

1/64t = $15.625

8/64ths = $125 per contract purchased.

120-00.00 strike price on the option equates to a TY yield of ~2.895%.

TY Week-2 in March expire today (3/9/18). Sold option back out at 7/64ths for a $15.63
loss.

1. Long the Short Feb. 97.75/97.625/97.50 put fly. Paid 2.0 ticks ($50) per contract
(12/07/17).

Short Feb. has an underlying contract of EDH9 but expires Feb. 16, 2018.

The put fly was sold on 2/7/18 for a 1.25 tick ($31.25) winner.

Option Book 2018 YTD realized: +$15.62 per contract.
Option Book 2017 YTD realized: -$228.13 per contract.
Option Book 2016 YTD realized: +%$43.75 per contract.
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The Fundamentals

LABOR

Bureau of Labor and Statistics

http://www.bls.gov/news.release/

CPI, ECI, Employment situation PPI, CPI, Productivity and Costs, Real Earnings and US
import/exports.

Average Hourly Earnings y/y Department of Labor Department.
US Average Hourly Earnings All Employee... Bureau of Labor Statistics

AHE YOY% Index Economic Release Details

1) Security Description | DES »

Release Name US Average Hourly Earnings All Employees Total Private Yearly Percent Change SA

Country/Region &8 United States

11) Release Time 04/06/2018 07:30 For Mar

12 Survey  -- Actual  -- Prior 2.6% Revised --

1 Line Chart | GP »

Track Annotate Zoom W Actual
) Lates
SL /

Survey Low

St. Louis Fed Agriculture Finance Monitor 4th quarter 2017

A majority of agricultural bankers in the Eighth Federal Reserve District reported that farm
income declined during the fourth quarter of 2017 compared with a year earlier. This finding is
consistent with the past several surveys. Although bankers were modestly more optimistic about
the near-term prospects for farm income, they still expect income in the first quarter of 2018 to
fall below year-earlier levels.

Actual and expected farm household spending and capital expenditures also remain below year-
earlier levels. Quality farmland and ranch and pastureland values posted solid increases in the
fourth quarter from a year earlier. Quality farmland values rose 5 percent in the fourth quarter,
while ranchland and pastureland values surged nearly 15 percent. Cash rents for both land
categories also increased in the fourth quarter from a year earlier.

Compared with three months earlier, a slightly larger percentage of bankers reported that the
demand for bank loans increased in the fourth quarter relative to a year earlier. Some further
strengthening in loan demand is expected in the first quarter of 2018. Proportionately more
bankers reported an erosion in loan repayment rates between the third and fourth quarters of
2017. Except for interest rates on loans secured by farm real estate, rates on most fixed- and
variable-rate loan products were little changed in the fourth quarter compared with the previous
quarter.
https://research.stlouisfed.org/publications/regional/ag-finance/2018/02/08/2017-fourth-quarter/
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How do Farm Incomes Compare to the average population
https://www.ers.usda.gov/faqs/#Q4

Charge-off Delinquency Rates on Loans and Leases at Commercial Banks
https://www.federalreserve.gov/releases/chargeoff/delallsa.htm

ENERGY
Baker Hughes Rig Count

Change Date of
Last Count Count frqm Las'E
Prior Year's
Count Count
29 March A 31 March
u.S. 2018 993 -2 March +169 2017
2018
29 March 23 31 March
Canada 134 -27 March -21
2018 2017
2018
: January February
International ~ February 2018 979 +19 2018 +38 2017

http://phx.corporate-ir.net/phoenix.zhtml?c=79687 &p=irol-rigcountsoverview

What is U.S. electricity generation by energy source?

In 2016, about 4.08 trillion kilowatt hours (kWh) of electricity were generated at utility-scale
facilities in the United States.? About 65% of this electricity generation was from fossil fuels
(coal, natural gas, petroleum, and other gases), about 20% was from nuclear energy, and about
15% was from renewable energy sources. The U.S. Energy Information Administration (EIA)
estimates that an additional 19 billion kWh (or about 0.02 trillion kWh) of electricity generation
was from small-scale solar photovoltaic systems in 2016.3

Major energy sources and percent shares of U.S. electricity generation at utility-scale
facilities in 20161

Natural gas = 33.8%

Coal = 30.4%

Nuclear =19.7%

Renewables (total) = 14.9%

Hydropower = 6.5%

wind = 5.6%

Biomass = 1.5%

Solar = 0.9%

Geothermal = 0.4%
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Petroleum = 0.6%

Other gases = 0.3%

Other nonrenewable sources = 0.3%

Pumped storage hydroelectricity = -0.2%*
https://www.eia.gov/tools/faqs/faq.php?id=427 &t=3

Renewable Fuels Association http://www.ethanolrfa.org/

TRANSPORTS

Association of American Railroads Rail Traffic Report.

For this week, total U.S. weekly rail traffic was 526,521 carloads and intermodal units, up 1.4
percent compared with the same week last year.

Total carloads for the week ending March 24 were 265,756 carloads, up 2.5 percent compared
with the same week in 2017, while U.S. weekly intermodal volume was 260,765 containers and
trailers, up 0.3 percent compared to 2017.

Six of the 10 carload commaodity groups posted an increase compared with the same week in
2017. They included coal, up 7,979 carloads, to 87,348; chemicals, up 1,756 carloads, to 33,788;
and nonmetallic minerals, up 667 carloads, to 35,776. Commodity groups that posted decreases
compared with the same week in 2017 included motor vehicles and parts, down 1,717 carloads,
to 16,675; miscellaneous carloads, down 1,504 carloads, to 9,417; and petroleum and petroleum
products, down 697 carloads, to 9,8809.

For the first 12 weeks of 2018, U.S. railroads reported cumulative volume of 3,030,729 carloads,
down 0.5 percent from the same point last year; and 3,227,100 intermodal units, up 5.7 percent
from last year. Total combined U.S. traffic for the first 12 weeks of 2018 was 6,257,829 carloads
and intermodal units, an increase of 2.6 percent compared to last year.

North American rail volume for the week ending March 24, 2018, on 12 reporting U.S.,
Canadian and Mexican railroads totaled 369,719 carloads, up 2.5 percent compared with the
same week last year, and 347,774 intermodal units, up 2.3 percent compared with last year. Total
combined weekly rail traffic in North America was 717,493 carloads and intermodal units, up
2.4 percent. North American rail volume for the first 12 weeks of 2018 was 8,429,626 carloads
and intermodal units, up 2.4 percent compared with 2017.

Canadian railroads reported 82,618 carloads for the week, up 3 percent, and 70,986 intermodal
units, up 13.5 percent compared with the same week in 2017. For the first 12 weeks of 2018,
Canadian railroads reported cumulative rail traffic volume of 1,712,693 carloads, containers and
trailers, up 2.4 percent.

Mexican railroads reported 21,345 carloads for the week, down 0.03 percent compared with the
same week last year, and 16,023 intermodal units, down 8.3 percent. Cumulative volume on
Mexican railroads for the first 12 weeks of 2018 was 459,104 carloads and intermodal containers
and trailers, down 0.8 percent from the same point last year.
https://www.aar.org/news/rail-traffic-for-the-week-ending-march-24-2018/
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Monthly Rail Traffic Charts

MONTHLY RAIL TRAFFIC DATA SHARE [

Average Weekly Rail Carloads Country
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Trailer Truck Demand

(Bloomberg Intelligence) — 04/02/18Truckstop.com Market Demand Index, Average Rates
(Bloomberg Intelligence) --Relative North American spot-trucking demand rose 5.9%
sequentially to a new high of 60.4 in the week ended March 30, based on Truckstop.com's
Market Demand Index. Capacity tightened for a seventh straight week as the 8.4% decline in
available trucks outpaced the 3% drop in available loads. Average spot rates, excluding fuel
surcharges, rose for the eighth consecutive week (1.9%). As of April 1, drivers can be placed out
of service for failing to adhere to electronic logging device rules, which could compound rate
pressures.

Companies Impacted: USA Truck, Knight-Swift, Werner, J.B. Hunt, Schneider, Marten and
other public carriers operate mostly in the contract market with varying spot exposure. Spot can
be a leading indicator of contractual pricing. Some carriers are raising spot exposure to take
advantage of higher rates.

To contact the analyst for this research:

Lee A Klaskow at Iklaskowl@bloomberg.net
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GDP

U.S. Department of Commerce, Bureau of economic analysis
http://www.bea.gov/newsreleases/national/gdp/gdpnewsrelease.htm

GDP, Personal Income, Outlays, Consumer Spending, Corporate Profits and Fixed Assets
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Real GDP: Percent change from preceding quarter

-1
-2
2014 2015 2016 2017
U.S. Bureau of Economic Analysis Seasonally adjusted at annual rates

GDP-1Q is running at *2.77% as of 4/02/18 v. *2.56% on 3/29/18
*simple average of the three regionals.

Atlanta Fed GDPNow...Latest forecast Q1 2018: 2.8% —April 2, 2018

The GDPNow model estimate for real GDP growth (seasonally adjusted annual rate) in the first
quarter of 2018 is 2.8 percent on April 2, up from 2.4 percent on March 29. The nowcasts of
first-quarter real consumer spending growth and first-quarter real private fixed-investment
growth increased from 1.3 percent and 3.9 percent, respectively, to 1.6 percent and 5.6 percent,
respectively, after this morning's construction spending release from the U.S. Census Bureau
and this morning’s Manufacturing ISM Report On Business from the Institute for Supply
Management. The model's estimate of the dynamic factor for March—normalized to have mean 0
and standard deviation 1 and used to forecast the yet-to-be released monthly GDP source data—
increased from 0.48 to 1.54 after the ISM report this morning.

The next GDPNow update is Thursday, April 5. Please see the "Release Dates" tab below for a
full list of upcoming releases.

https://www.frbatlanta.org/cqer/research/gdpnow.aspx

New York Fed Nowcast...Q1 2018: 2.7%...March 30, 2018

The New York Fed Staff Nowcast stands at 2.7% for 2018:Q1 and 2.9% for 2018:Q2.

News from this week’s data releases decreased the nowcast for 2018:Q1 by 0.2 percentage point
and decreased the nowcast for 2018:Q2 by 0.1 percentage point.

A negative surprise from personal consumption expenditures accounted for most of the decrease.
https://www.newyorkfed.org/research/policy/nowcast

St. Louis Fed Real GDP Nowcast... Q1 2017: 2.80%...April 2, 2018
https://fred.stlouisfed.org/seriess GDPNOW

This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commaodities herein named. The
factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is
not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading
futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not
indicative of future results.
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Mew Orders
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Orders

Mew Export
Orders

Imports

Series
Index

Mar

593

G1.9

1.0

57.3

60.6

555

420

781

59.8

58.7

59.7

OVERALL ECONOMY

Manufacturing Sector

MANUFACTURING AT A GLANCE

Series
Index

Feb

60.8

642

2.0

59.7

G1.1

5.7

437

742

59.8

62.8

605

MARCH 2018

Percentage
Paoint Change

-1.5

-2.3

-1.0

-1.2

-1.7

+3.9

0.0

Direction
Growing
Growing
Growing
Growing

Slowing

Growing

Too Low

Increasing

Growing

Growing

Growing
Growing

Growing

Average for 12 months - 58.2

High - 560.8
Low - 553

Rate of
Change

Slower

Slower

Slower

Slower

Slower

Slower

Faster

Faster

Same

Slower

Slower

Slower

Slower

Trend*®
(Months)

19

27

19

18

18

18

25

14

25

14

107

19

https://www.instituteforsupplymanagement.org/ISMReport/MfgROB.cfm?SSO=1
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US Census Bureau (Manufacturers’' Shipments,
http://www.census.gov/manufacturing/m3/

Our Nation in numbers

TheConstitution gives us four missions..
1. Establish Justice and Ensure Domestic Tranquility.

2. Provide for the Common Defense.

3. Promote the General welfare.

4. Secure the Blessings of Liberty to Ourselves and Our Posterity.

www.usafacts.org

US Foreign Assistance
http://foreignassistance.gov/

CBOT Non-Commercial Net Total — Futures Only
http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html
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© Copyright 2017. The Fixed Income Group at R.J. O’Brien. All rights reserved.


http://www.census.gov/manufacturing/m3/
http://www.usafacts.org/
http://foreignassistance.gov/
http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html

The Fixed Income Group at R.J. O’Brien

John Coleman
312-373-5190
800-367-3349
© 312-515-3067
johncoleman@bloomberg.net

Rob Powell
312-373-5197
800-367-3349

© 312-560-7112
robpowell@bloomberg.net

Jeff Bauman
312-286-0491
jeffbau@bloomberg.net

Rich Goldblatt
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312-373-5439
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Brian Rachwalski
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800-367-3349

© 312-515-3066
brachwalski@bloomberg.net

Dan Sobolewski
312-373-5191
800-367-3349

© 312-505-6364
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312-373-5452

800-367-3650
evollman@bloomberg.net
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312-373-4847

800-367-3349
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312-373-4958
800-367-3349
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DISCLAIMER

This material has been prepared by a sales or trading employee or agent of R.J. O'Brien and
is, or is in the nature of, a solicitation. This material is not a research report prepared by R..
O'Brien’s Research Department. By accepting this communication, you agree that you are an
experienced user of the futures markets, capable of making independent trading decisions, and
agree that you are not, and will not, rely solely on this communication in making trading

decisions.

DISTRIBUTION IN SOME JURISDICTIONS MAY BE PROHIBITED OR RESTRICTED BY
LAWY, PERSONS IN POSSESSION OF THIS COMMUNICATION INDIRECTLY SHOULD INFORNM
THEMSELWVES ABOUT AND OBSERVE ANY SUCH PROHIBITION OR RESTRICTIOMS. TO THE
EXTENT THAT YOU HAWE RECEIVED THIS COMMUNICATION INDIRECTLY AND SOLICITATIONS
ARE PROHIBITED IN  YOUR JURISDICTION WITHOUT REGISTRATIONMN, THE MARKET
COMMENTARY IN THIS COMMUNICATION SHOULD NOT BE CONSIDERED A SOLICITATION.

The risk of loss in trading futures and/or options is substantial and each investor and/or trader
must consider whether this is a suitable investment. Past performance, whether actual or
indicated by simulated historical tests of strategies, is not indicative of future results. Trading
advice is based on information taken from trades and statistical services and other sources that
R.J. O'Brien believes are reliable. We do not guarantee that such information is accurate or
complete and it should not be relied upon as such. Trading advice reflects our good faith
judgment at a specific time and is subject to change without notice. There is no guarantee that

the advice we give will result in profitable trades.

This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commaodities herein named. The
factual information of this report has been obtained from sources believed to be reliable, but is not necessarily all-inclusive and is
not guaranteed as to the accuracy, and is not to be construed as representation by R.J O'Brien & Associates. The risk of trading
futures and options can be substantial. Each investor must consider whether this is a suitable investment. Past performance is not

indicative of future results.
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