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http://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20180613.pdf

Libor Set
1-Month Libor Set 2.24219 +.01213 (97.75781)
3-Month Libor Set 2.38516 +.00516 (97.61484)
6-Month Libor Set 2.59350 -.00188 (97.40650)
1-Year Libor Set 2.91450 +.00262 (97.08550)
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THEY SAID IT

From Bill Sokolis at MNI

FOMC: /PREVIEW: Multiple dealer opinions on today's FOMC annc, .25bps
universally expected, most with an additional hike in December; particular attn
to forwad guidance and addition of 2021 dot in SEP today.

- TD Securities: Set to hike today wi/total of four exp for 2018. "Later dots

will show most support hiking beyond neutral, while median longer-run dot could
drift down to 2.75% thanks to newly-added participants. This risks modifying the
statement language to suggest "policy remains somewhat accommodative.” Risks
should remain balanced, with Chair Powell downplaying some of the downside risks
that have preoccupied markets of late."

- SocGen: Expects FOMC annc 25bps hike today, particular attn to forward
guidance. ""In our view, the dot plot will continue to project another hike in
December, three more next year, one in 2020, and it will add one in 2021. We
anticipate minimal changes to the statement."’

- BofAML.: Fed is set to hike "bringing the Fed funds rate to a range of

2.0-2.25%." On inaugural 2021 dot: BofFAML expects it to "be a bit above 2020.
The long-run dot threatens to move up to 3.0%. Fed communications should support
flatter curve over time, USD expecting hawkish Fed. We think it is likely to
communicate that policy is no longer accommodative by revising or simply
removing that language in the statement."”

- BNP Paribas: ""From "gradual’ to 'nimble™". Rate hike "likely...with few
changes in the statement and near-term forecasts. The press conference should
hint at a December hike."" While "economy continues to hum™ and ""inflation moves
towards the Fed's 2% target...China tariffs pose downside risks to Fed forecasts
for growth and upside risks to inflation in 2019."

- RBC: Fed is set to hike rates today and again in December with additional four
hikes in 2019. RBC doesn't have an "official forecast™ beyond 2019, but can

"easily see the Fed continuing the hiking cycle into 2020 before it (likely)

comes to an end." RBC posits the Fed "expects slightly more than one additional
hike in '20 but our sense is, with several doves seemingly becoming 'centrists'

of late, w/relatively low hurdle to get median up a bit" from 3.4% to 3.6%

possible, allowing Fed to "show rates on hold in 2021 at that level.”

- RBS NatWest: Expect Fed to hike while signaling ""further gradual rate hikes
ahead (including December). More important is what happens with policy once
rates reach the neutral level. Unfortunately, we expect little clarity with

respect to that question at this time.” RBC expects "'risks to the economic
outlook to again be characterized as 'roughly balanced™* while the Fed "'could
acknowledge the potential impact of Hurricane Florence."

- JP Morgan: Expect Fed to hike "with a similar increase in the IOER rate",
followed by three more in 2019 and one in 2020. "For the new 2021 forecast we
look for midpoint of the funds rate target to be about unchanged at 3.375%. The
median longer-run dot, 2.875% in June, we anticipate to be either unchanged or
drift up to 3.0%."

- BNY Melon: Fed hike a **foregone conclusion® on the back of *'strong economic
data'. On dots, the current ""2.375% median (four hikes) for this year has a
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central tendency," while the ""'median 2019 projection calls for three additional
hikes, with one additional hike in 2020 that will bring the funds rate to 3.375%
by the end of the current hiking cycle."

In the latest sign of the growing divide between Washington and its allies, the European
Union's foreign policy chief announced Monday that the bloc was creating a new payment
mechanism to allow countries to transact with Iran while avoiding U.S. sanctions.
https://www.cnbc.com/2018/09/25/eu-russia-and-china-join-forces-to-dodge-iran-sanctions.html
Called the "special purpose vehicle" (SPV), this mechanism would aim to "assist and reassure
economic operators pursuing legitimate business with Iran," according to a joint statement
released by the remaining members of the Iran nuclear deal — France, Britain, Germany, Russia
and China.

"This will mean that EU member states will set up a legal entity to facilitate legitimate financial
transactions with Iran and this will allow European companies to continue to trade with Iran in
accordance with European Union law and could be open to other partners in the world," Federica
Mogherini, the EU's high representative for foreign affairs, told the UN General Assembly on
Tuesday.

The technical details will be worked on by experts in future meetings, she said.

The Office of the United States Trade Representative issued a comprehensive list of
Chinese products that the U.S. plans to target. The list includes everything from vegetables
and seafood to chemical elements and construction materials.
https://www.cnbc.com/2018/09/25/with-trumps-250-billion-in-china-tariffs-heres-what-will-
cost-more.html

Including these latest additions, tariffs will cost the average American family $127 per year,
according to an analysis from Kirill Borusyak, a postdoctoral associate at Princeton University,
and Xavier Jaravel, an economics professor at the London School of Economics. The effect on
you will vary based on what you buy, and the extra amount you'll pay could increase
significantly if you make more substantial purchases.

The intent of a tariff, or a tax placed on imported goods, is to benefit domestic companies by
making their product more affordable than a foreign alternative. If a car manufacturer suddenly
needs to pay a 25 percent tax to import steel, in theory, it will purchase steel from an American
supplier instead, and that will benefit the American economy and job market overall.

China’s state cabinet said on Wednesday the government will cut import tariffs for
products including machinery, electrical equipment and textile products beginning on Nov.
1, as the country braces for an escalating trade war with the United States.
https://www.reuters.com/article/us-china-economy-tariffs/china-announces-fresh-import-tariff-
cuts-amid-brewing-trade-war-idUSKCN1M61EH?il=0

The cuts are expected to lower costs for consumers and companies by about 60 billion yuan this
year, the state cabinet said in a meeting chaired by Premier Li Kegiang, according to the state
radio.

The overall tariff level will be reduced to 7.5 percent in 2018 from 9.8 percent in 2017 as a
result, the state cabinet said.

“China has accelerated the opening up of its capital markets this year to mitigate the
negative impact (of the trade war),” said Hu Yifan, China economist at UBS Wealth
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Management.
https://www.reuters.com/article/us-china-markets-opening/as-trade-war-rumbles-china-steps-up-
opening-of-financial-markets-idUSKCN1M60KFE?il=0

Overseas holdings of China stocks have jumped nearly 50 percent over the past year, but still
account for less than 3 percent of total market capitalization.

However, Wang Xiaojian, Chairman of Shanghai Yaozhi Asset Management Co, expects foreign
bond ownership to double over the next five years. His group plans to launch a bond fund in
Hong Kong to help foreign institutions invest in mainland Chinese debt.

Beijing has also relaxed capital flow rules, and awarded local fund management licenses to
several global managers.

“That’s seen as a very strong signal that the opening of the market is actually going ahead,
regardless of the trade war,” said Stephane Loiseau, Asia Pacific Head of Cash Equities &
Global Execution Services at Societe Generale.

Chinese non-financial corporate debt is rising again as a percentage of gross domestic
product following a year and a half of deleveraging from its mid-2016 record, according to
new data from the Bank for International Settlements.
https://www.bloomberg.com/news/articles/2018-09-26/china-s-deleveraging-is-going-into-
reverse-new-bis-data-show

The ratio jumped to 164.1 percent in the first quarter of 2018 from 160.3 percent in the final
three months of 2017, erasing more than half of the progress Chinese companies had made in
reducing debt loads since the ratio topped out at 166.9 percent in the second quarter of 2016, the
BIS data, published September 23, show.

The releveraging of the Chinese economy this year is being driven both by an acceleration in the
pace of debt accumulation and a slowdown in economic growth, which will cause the debt ratio
to rise.

In 2017, “faster GDP growth allowed the authorities space to operate tight monetary policy. As a
result, debt growth slowed," Freya Beamish and Miguel Chanco, economists at the independent
research firm Pantheon Macroeconomics Ltd, wrote in a report published Wednesday.

"That benign backdrop has now dissolved," they said. "As a result, the authorities are
withdrawing from their tight stance.”

A majority of analysts now expect China’s central bank to inject additional liquidity into the
financial system in the final months of the year to support the economy as the outlook darkens,
according to a Bloomberg survey.

The government is also preparing measures on the fiscal side to boost domestic consumption and
investment in the face of rising external risks, including tax cuts and infrastructure spending,
Chinese officials told reporters Tuesday in Beijing. Lian Weiliang, vice minister of the National
Development and Reform Commission, said "China is fully capable of hedging the impact by
expanding domestic demand."

“The Chinese Government did not approve a request for a U.S. port visit to Hong Kong by
the USS Wasp,” Darragh Paradiso, a spokeswoman for the U.S. Consulate in Hong Kong,
said in an email. “We have a long track record of successful port visits to Hong Kong, and
we expect that will continue.”
https://www.bloomberg.com/news/articles/2018-09-26/china-denies-u-s-warship-a-port-call-
pushing-back-at-trump?srnd=premium
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Beijing’s move came after the U.S. last Thursday penalizedChina’s Equipment Development
Department -- the agency that oversees the country’s defense technology -- and its director Li
Shangfu for allegedly engaging in the purchase of Russian combat aircraft and S-400 surface-to-
air missiles, which it called a violation of American sanctions.

The U.S. president and Canadian prime minister attended the same luncheon at the United
Nations General Assembly in New York on Tuesday, but it was hardly a warm encounter.
The two mingled near each other but didn’t speak before Trump sat down for lunch.
Trudeau then approached Trump, standing behind him without the president appearing to
acknowledge him. Trudeau tapped him on the shoulder and the men shook hands in a brief
exchange. Trump didn’t stand up.
https://www.bloomberg.com/news/articles/2018-09-25/trump-s-un-handshake-with-trudeau-
suggests-lingering-resentment

Later, Trump’s other Nafta partner, Mexico’s Enrique Pena Nieto, came by and the U.S.
president stood to shake his hand. Trump also stood to greet Egyptian President Abdel Fattah El-
Sisi. Trump spoke to both for longer than he did Trudeau.

The UN encounter comes as the countries bear down on a U.S. deadline for a new Nafta pact, but
they remain divided on a handful of core issues. Trump and Trudeau initially had a warm
relationship, before the Group of Seven summitin June where Trump erupted after a Trudeau
press conference.

Turkish President Tayyip Erdogan said a Turkish court, not politicians, will decide the fate
of an American pastor whose detention on terrorism charges has hit relations between
Ankara and Washington.
https://www.reuters.com/article/us-turkey-usa-erdogan-exclusive/exclusive-turkeys-erdogan-
says-court-not-politicians-to-decide-pastors-fate-idUSKCN1M60EP

In an interview with Reuters late on Tuesday while he was in New York for the United Nations
General Assembly meetings, Erdogan said any decision on Brunson would be made by the court.
“This 1s a judiciary matter. Brunson has been detained on terrorism charges ... On Oct. 12 there
will be another hearing and we don’t know what the court will decide and politicians will have
no say on the verdict,” Erdogan said.

If found guilty, Brunson could be jailed for up to 35 years. He denies the charges. “As the
president, I don’t have the right to order his release. Our judiciary is independent. Let’s wait and
see what the court will decide,” Erdogan said.

The United States is pulling some of its anti-aircraft and missile batteries out of the Middle
East, the Wall Street Journal reported on Wednesday, citing U.S. military officials.
https://www.reuters.com/article/us-usa-middle-east-diplomacy/u-s-removing-some-missile-
systems-from-middle-east-wsj-idUSKCN1M617L ?il=0

The Pentagon will pull out four Patriot missile systems from Jordan, Kuwait and Bahrain next
month, the report said, adding that the realignment step marks a shift of focus away from long-
lasting conflicts in the Middle East and Afghanistan to tensions with China, Russia and Iran.
Two Patriot missile systems will be redeployed from Kuwait, and one each from Jordan and
Bahrain, the report said. Patriots are mobile missile systems capable of shooting down missiles
and planes.
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https://www.reuters.com/article/us-turkey-usa-erdogan-exclusive/exclusive-turkeys-erdogan-says-court-not-politicians-to-decide-pastors-fate-idUSKCN1M60EP
https://www.reuters.com/article/us-turkey-usa-erdogan-exclusive/exclusive-turkeys-erdogan-says-court-not-politicians-to-decide-pastors-fate-idUSKCN1M60EP
https://www.reuters.com/article/us-usa-middle-east-diplomacy/u-s-removing-some-missile-systems-from-middle-east-wsj-idUSKCN1M617L?il=0
https://www.reuters.com/article/us-usa-middle-east-diplomacy/u-s-removing-some-missile-systems-from-middle-east-wsj-idUSKCN1M617L?il=0

EQUITIES

The S&P is +7 and the NASDAQ is +20.

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 +0.18%.

In the UK, the 2s/10s swap curve is flatter with yields lower.
BOE Rate +0.50%. (No change).

Next meeting 11/01/18

On the European Continent

The CAC Index closed +0.36%.

The DAX Index closed -0.09%.

On the Continent, the 2s/10s swap curve is flatter with yields lower.
ECB Main Refinancing Operations Rate +0.00% (No change).
Deposit Facility Rate -.40%

Next meeting 10/25/18

Japan:

The TOPIX closed -0.04%.

The NIKKEI closed +0.39%.

In Japan, the 2s/10s swap curve is flatter with yields lower.
BOJ Policy Balance Rate -0.10% (No change).

Next meeting 10/31/18

China:

The Hang Seng closed +1.15%.

The Shanghai Composite closed +0.92%.
PBOC

Deposit Rate: 1.50%

Lending Rate: 4.35%

7-Day Repo Rate: 2.7603%

Reserve Requirement Ratio: 17.00%

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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THE TREND

EDZ8: 97-35.50 is the pivot. Below the pivot, you should be short, above long.
Support is at 97-31.50**.
Resistance is at 97-35.50" and 97-40.00**,

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

Current trend would have you short from 97-36.0 (9/07/18). | have elected to
remain flat.

EDZ8 |97.325 -- iy 1c97.325,97.3301c 28047 x 11323 Prev 97.325

~1' 7:10 Vol 92505 Op 97.320 Hi 97.330 Lo 97,315 penInt 1736649
95 Compare 96} Actions - 97 Edll v Bollinger Bands
fi [09/26/2018] I!Eil ' d (e tsH

Study - Per uj Upper Band X Lower Ba I i B #
I 3D 1M 6M YTD 1¥ 5Y Max Dail},f ¥ = 144 o ol

97.600
97.550
97.500
97.450
M Last Price

High on 03/
Average

Low ol 0671318 , 1 9; i
" . —
‘CLitrTa

97.300

/18 97 5 e 97.397

97.250

YTD (per contract)
2018 +36.5 ticks (+$912.50)
2017 +33.0 ticks (+$825.00)

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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10yr/UXYZ8: 126-24.0 is the pivot point. Above you should be long, below short.
Support is at 125-02.0**
Resistance is at 126-24.0™ and 128-13.5**

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

Current trend has you short from 127-23.0 (9/4/18).

UXYZ78 125-2° Syt 7 125-21+ /125-22 141 = 260 Prew 125-16+

At V.15 Jol 19709 Op 125-17 Hi 125-23+ Lo 125-16+ OpenInt 606773
[ 9% Compare 96} Actlons ~ 07 Edll - Bollinger Bands
03/28/2018 [ 09/26/2018] [!Eil (

Study ESEEEEN - Feri d- Upper Band IEXH
i 30 1M &M ‘I'TD 1¥ 5Y Max Daily ¥ == 14 '

"= 08,/15/28 98-07 03 - 3.085 /3.083
At F:16 Source BGMN

GT1D Gowt 95y Cﬂmpare i Bollinger Bands
52725720 1SRl oo 2/ 2015k - ’ e

4 d llEE uUpper Band

1D 3D 1M &M YID 1¥ S5Y Max Daily W (= Table

YTD (per contract)

(2018) +108.0 futures ticks ($31.25 per tick) or +$3,375.00.
(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.

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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US-SWAPS
IRSB <GO>
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The Option Lab

Trade Log:

2. Bought the TY Week-2 120.00 put (at the money).

Paid 8/64ths ($125) per contract (3/9/2018).

The 120-00.00 strike price on the option equates to a TY yield of ~2.895%.
On March 9, the put was sold at 7/64ths for a $15.63 loss.

1. Bought 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.
On February 2, the put fly was sold at 1.25 ticks for a $31.25 win.

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.

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.



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.
AHE YOY% Index Economic Release Details
1) Security Description | DES »

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

== United States
. e 09/07/2018 07:30 For Aug

17 Survey S Actual 2.9% Prior 2.7% Revised --
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Survey High
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St. Louis Fed Agriculture Finance Monitor 2nd quarter 2018

The results of this quarter's survey reflect agricultural finance conditions in the Eighth Federal
Reserve District during the second quarter of 2018. For the eighteenth consecutive quarter
bankers who responded to the survey on net reported a decline in farm income when
compared with the same period a year ago. Similar to the previous survey, the results of this
survey reflect some expectations of improving levels for farm income for the next quarter. While
a majority of bankers still expect income to decline next quarter when compared with the third
quarter of last year, slightly fewer bankers report that assessment. Bankers reported a similar
assessment and outlook for capital spending. Responses about household spending also indicate
a decline in that category when compared with responses a year ago. Bankers have reported
lower comparative income levels since the fourth quarter of 2013, reaching a low point in the
second quarter of 2016. This period correlates with an extended period of depressed prices for
commodities. Survey responses indicate that the value of quality farm land fell during the second
quarter of 2018 compared with a year ago but that cash rents for that property slightly improved.
In contrast, the value for ranchland or pastureland rose during the second quarter while cash rents
for that property fell. Responses to bank-related activities indicated that loan demand and
available funds increased during the second quarter of 2018 as compared with a year ago. The

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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rate of loan repayment slowed during the second quarter of 2018 on a comparative basis as
reported by a majority of bankers. Both fixed and variable interest rates on all categories of loans
rose during the quarter, relative to the previous quarter. This quarter's survey asked two special
questions. Results of the first question indicate that a significant majority of respondents feel that
the University of Missouri's projections that farm income will fall in 2018 by about 6.5 percent is
about right. The second question asked about the impact lenders expected the new tax law will
have on borrowers: Over 71 percent felt it would be either somewhat positive or significantly
positive, while only 29 percent felt there would be either no effect or a somewhat negative

effect.
https://research.stlouisfed.org/publications/regional/ag-finance/2018/05/10/2018-first-quarter/

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

BAKER HUGHES RIG COUNT

Change Date of Change
Count  from Prior Prior from Last
Count Count Year

Last

Count

21

U.s. Sept 1,053 2 1‘;§f§t +118 22251e$t
2018
21 14 Sept 22 Sept
Canada Sept 197 .29 2015 23 2017'0
2018
i August July August
International 2018 1008 +11 2018 +56 2017

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

EV Outlook 2018

Executive summary:

Sales of new electric cars worldwide surpassed 1 million units in 2017 — a record volume. This
represents a growth in new electric car sales of 54% compared with 2016. Electric cars
accounted for 39% of new car sales in Norway in 2017 — the world’s most advanced market of
electric cars in terms of sales share. 2 Iceland and Sweden, the next two most successful
markets, achieved 11.7% and 6.3% electric car sales share, respectively, in 2017. 3 More than
half of global sales of electric cars were in the People’s Republic of China (hereafter, “China”),
where electric cars had a market share of 2.2% in 2017. Electric cars sold in the Chinese market
more than doubled the amount delivered in the United States, the second-largest electric car

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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