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They Said it:

THE WORLD IS SMOLDERING. How many more must die before we force a negotiated
settlement? Where is leadership?

Russia Boosts China Trade to Counter Western Sanctions
https://www.wsj.com/articles/russia-ramps-up-china-trade-to-counter-western-sanctions-11675079584
Moscow boosted imports of technologies critical to its war in Ukraine including semiconductors and
microchips from China, the report by the D.C.-based nongovernmental organization Free Russia
Foundation said. China’s increased purchases of Russian exports, driven by energy sales, more than
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offset the declines from major Western trading partners including the U.S., U.K. and some European
Union countries.

“As the U.S., EU, the U.K. have all scaled back operations with Russia, China has emerged, by a wide
margin, to be Russia’s most important trade partner,” the report says.

Biden Administration Considers Cutting Off Huawei From U.S. Suppliers
https://www.wsj.com/articles/biden-administration-considers-cutting-off-huawei-from-u-s-suppliers-
11675129479?mod=hp_lead pos6

The Biden administration is considering entirely cutting off Chinese telecommunications giant Huawei
Technologies Co. from U.S. suppliers over national-security concerns by tightening export

controls targeting the firm, according to people familiar with the matter.

The move—should the administration move forward—would mark the latest salvo in the high-stakes
clash between the world’s two largest economies as U.S. policy makers seek to counter China’s
industrial policy they say threatens Western interests.

Eurozone’s Economy Outpaced China and U.S. in 2022
https://www.wsj.com/articles/eurozones-economy-outpaced-china-and-u-s-in-2022-
11675161027?mod=hp_lead pos3

The eurozone economy grew faster than China and the U.S. last year, underlining how the fading Covid-
19 pandemic continues to scramble traditional patterns of global growth.

Figures released by the European Union’s statistics agency Tuesday showed the currency- area’s
economy grew at an annualized rate of 0.5% as higher energy costs weighed on household spending.
This translated into 3.5% growth in gross domestic product for 2022 as a whole, a faster rate than seen
in either China or the U.S.

This is unusual. For decades, the big three engines of the global economy have had a pretty stable
ranking: China grew fastest, followed by the U.S. and then the eurozone. This all changed last year
because of the staggered manner in which major economies reopened in the wake of the pandemic.

Fed Points Toward a Pause in May Once Hikes Have Time to Sink In
https://www.bloomberg.com/news/articles/2023-01-31/fed-points-toward-a-pause-in-may-once-hikes-
have-time-to-sink-in?srnd=premium&sref=k5DuN3at

Federal Reserve officials are on track to consider pausing interest rate hikes following their March
meeting if more evidence of cooling inflation rolls in.

That’s based on a timeline sketched out by one of the Fed’s most closely watched hawks, Governor
Christopher Waller, who was an early advocate of the Fed’s front-loading rate-hike strategy last year.
Policymakers are widely expected to raise rates by a quarter percentage point at the conclusion of a two-
day gathering Wednesday, to a range of 4.5% to 4.75%, slowing from December’s 50-basis-point
increase after four straight 75-basis-point moves.

Ex-Citi Analyst Who Exposed Libor Takes Aim at Its Successor
https://www.bloomberg.com/news/articles/2023-01-31/ex-citi-analyst-who-exposed-libor-takes-aim-at-
its-successor?srnd=premium&sref=k5DuN3at

Peng says guidelines designed to limit who can use derivatives tied to the Secured Overnight Financing
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Rate are inadvertently heaping risk onto banks’ balance sheets, echoing warnings from TD Securities
and JPMorgan Chase & Co. Left unchecked, he says, it could pose a significant risk to the smooth
functioning of financial markets.

“Banks and issuers are just starting to come to grips with this — we are at beginning of a reckoning,”
said Peng, chief investment officer of Advocate Capital Management. In 2008, as the former head of
Citigroup Inc.’s US rates strategy team, he was among the first to suggest that Libor was understating
borrowing costs, helping spark investigations that revealed rampant manipulation and ultimately
contributed to the benchmark’s demise.

Exxon smashes Western oil majors’ earnings record with $56 billion profit for 2022
https://www.cnbc.com/2023/01/31/exxon-smashes-western-oil-majors-earnings-record-with-56-billion-
profit-for-2022.html

Exxon Mobil posted a $56 billion profit for 2022, the company said on Tuesday, taking home about $6.3
million per hour last year, and setting not only a company record but a historic high for the Western oil
industry.

Oil majors are expected to break their own annual records on high prices and soaring demand, pushing
their combined take to near $200 billion. The scale has renewed criticism of the oil industry and sparked
calls for more countries to levy windfall profit taxes on the companies.
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Select STIR Rates

Date Change
SOFR RATES 1/31/23 | Current
1 Month 4.5436 0.0086
3 Month 4.67092 0.00689
6 Month 4.83202 0.01588
12 Month 4.87379 0.0286
LIBOR 1/31/23 Settle
1 Month 4.57429 0.00872
3 Month 4.81357 0.00000
6 Month 5.10043 0.00886
12 Month 5.33757 0.01157
BSBY INDEX 1/31/23 Settle
1 Month 4.50719 0.00441
3 Month 4.73708 0.01062
6 Month 5.00573 0.00846
12 Month 5.21867 -0.00577
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THE STIR CURVE: Distributed by The Fixed Income Group at RJ O'Brien

Making the change from LIBOR to a new reference rate is not an insignificant exercise. it will take planning and changes to processes and systems. Sonia and SOFR appear likely to

offer a few options for users: compounded, setting in armears (currently used in 0I5 markets) or a term rate setting in advance like LBOR. You have questions, we have answers.

0-2 YEAR SOFR CURVE EXPANDED VIEW

5.00%

4.80%

4.60%

4.40%

4.20%

4.00%

imo 3mo

bmo

Imo

12mo

18mo

USD Term Zero Coupon Rate Curves:

5 LIBOR/FedFunds/Treas/SOFR
4.5
4
15
3
25
2

2y Iy dy Sy Iy 1y 15y

24mo LIBOR_Zero OI5_Zero

¥ Futures indicative prices supplied for analytics purposes only. Rates are not intended as a real-time offer to buy or sell.

Wy 30y

TreasZero =ssmS0OFR

Term SOFR from 1-day Returns
4.54360% | 4.67002% 4.83202% | 4.88383% 1.87379% 4,67961% 4.40622% 4.03734%
100391255 | 1.011677294 | 1.024234253 | 1.03703573 | 1.049414836 |1.071104001) 1.083470682 1.122914657
1mo imo Gmo 9mo 12mo 18mo 24mo 36mo
1/28/2023 | 1/28/2023 | 1/28/2023 | 1/28/2023 | 1/28/2023 | 1/28/2023 1/28/2023 1/28/2023
2/27/2023 | 4/27/2023 | 7/27/2023 | 10/27/2023 | 1/27/2024 | 7/27/2024 1/27/2025 1/27/2026
3l 50 181 273 365 547 731 1096

173172023 6:32 cf

For more information on the Libor replacement, contact:

Rocco Chierici:
Corrine Baynes:

312-373-5439
800-367-3349

SVP Fixed Income Group at RI0
VP Fixed Income Group at RIO

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.

See our full disclaimer at www.rjobrien.com. Copyright © 2022 RIO FIG
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Getting Granular

The Fed watches 1-month bills v. 1-month bills 6-months forward.
Below is a chart of 1-month SOFR v. 1-month SOFR 6-months forward,
a proxy in futures.
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Federal Reserve economists said, watching forward rates relative to those on
current Treasury bills has served traders well in the past.

When the short term forward spread inverts, it indicates easier Fed policy in the
near future.
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US-SWAP curve
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Treasury 2s/10s
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THE TREND

EDH3: ~94.96 is the pivot point

Above the pivot you should be long, below short.
Resistance is at 95.04**

Support is at 94.96” and 94.83**

pivot Point is a 20-day moving average. ** 2-STD Deviations from the pivot point
Position in EDH3 has you long from 96.965 (3/12/23).
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Ultra 10-year Note (UXYH3): 121-06 is the pivot point.
Above the pivot you should be long, below short.
Resistance is at 123-04**

Support is at 121-06” and 119-06*

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

Current position had you long UXYH3 from 120-03 1/6/23
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The S&P is -7 and the NASDAQ is -41.

Earnings:
www.moneycentral.msn.com/investor/market/earncalendar
On Bloomberg type in ACDR <GO>

UK

In the UK the FTSE closed -0.67%.
BOE Rate 3.50% (.50% increase).
Next meeting 02/02/23

EU:

The CAC Index closed -0.41%.

The DAX Index closed -0.47%.

ECB Main Refinancing Operations Rate 2.50% (+0.50% increase).
Deposit Facility Rate 2.00%.

Next meeting 02/02/23
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Japan:

The TOPIX closed -0.36%.

The NIKKEI closed -0.39%.

BOJ Policy Balance Rate -0.10% (No Change).
Next meeting 12/20/22

China:

The Hang Seng closed -1.03%.

The Shanghai Composite closed -0.42%.
PBOC

Deposit Rate: 1.50%

1 Year Prime Rate: 3.65%

7-Day Repo Rate: 1.7323%

Reserve Requirement Ratio: 11.25%

Muni IG Curve

The S&P Municipal Bond Index and its sub-indices are market value-weighted and based on
bonds that are tax-exempt but may be subject to alternative minimum tax (AMT). Data are
available for 12/02/2009 through 09/20/2021.
https://emma.msrb.org/ToolsAndResources/MBISYieldCurve?daily=False

Historical Index Data

a*
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S&P Municipal Bond General Obligation Index
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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.
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Bureau of Labor Statistics
https://www.bls.gov/web/empsit/cesnaicsrev.htm
Nonfarm Payroll Employment: Revisions between over-the-month estimates, 1979-present

KC Federal Reserve Agricultural Finance Update
DECEMBER 2, 2022
Farm Debt Climbs but Financial Stress Remains Limited
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Farm real estate debt continued to climb and led to a notable increase in agricultural loan
balances at commercial banks. The pace of farm loan growth increased further in the third
quarter and was faster among agricultural banks than those with less concentrated agricultural
lending portfolios. Despite the increases in loan balances, farm finances remained strong and
delinquency rates on agricultural loans reached an all-time low. As interest rates edged higher,
increases in both agricultural and non-agricultural lending also supported earnings for farm
lenders.

The outlook for the agricultural economy through the end of 2022 was generally positive, but
some pressures remained looking ahead to next year. Profit opportunities for most producers
across the sector remained favorable and continued to support farm finances. Agricultural credit
conditions also remained strong, but improvement has been more measured in recent months
alongside the pressures associated with uncertainty about commaodity prices, intense drought and
higher expenses. Despite some notable risks, farm finances remained bolstered by strong
incomes in recent years and sharp growth in farm real estate values.

https://www.kansascityfed.org/agriculture/agfinance-updates/farm-debt-climbs-but-financial-
stress-remains-limited/

How do Farm Incomes Compare to the average population
https://www.ers.usda.gov/fags/#Q1

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

Baker Hughes Rig Count Overview and Summary Count
https://bakerhughesrigcount.gcs-web.com/rig-count-overview?c=79687&p=irol-
rigcountsoverview

What is U.S. electricity generation by energy source?
https://www.eia.gov/electricity/monthly/epm table grapher.php?t=epmt eslb

Biofuels International
https://biofuels-news.com/home/

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

How Many Electric Vehicles are on the Road in America
https://usafacts.org/articles/how-many-electric-cars-in-united-states/
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How do Fuel Cell Electric Vehicles Work Using Hydrogen
https://afdc.enerqy.gov/vehicles/how-do-fuel-cell-electric-cars-work

Trucking 1/27/23
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Rail Traffic

For this week, total U.S. weekly rail traffic was 467,485 carloads and intermodal units, down 2.1
percent compared with the same week last year.

Total carloads for the week ending January 21 were 230,545 carloads, up 3.3 percent compared
with the same week in 2022, while U.S. weekly intermodal volume was 236,940 containers and
trailers, down 6.7 percent compared to 2022.

Five of the 10 carload commodity groups posted an increase compared with the same week in
2022. They included nonmetallic minerals, up 5,895 carloads, to 31,264; coal, up 2,454 carloads,
to 68,675; and motor vehicles and parts, up 2,321 carloads, to 13,166. Commaodity groups that
posted decreases compared with the same week in 2022 included chemicals, down 2,891
carloads, to 31,038; grain, down 1,262 carloads, to 22,015; and forest products, down 799
carloads, to 9,065.

For the first three weeks of 2023, U.S. railroads reported cumulative volume of 687,678
carloads, up 3.0 percent from the same point last year; and 682,296 intermodal units, down 8.4
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percent from last year. Total combined U.S. traffic for the first three weeks of 2023 was
1,369,974 carloads and intermodal units, a decrease of 3.0 percent compared to last year.

North American rail volume for the week ending January 21, 2023, on 12 reporting U.S.,
Canadian and Mexican railroads totaled 336,113 carloads, up 6.8 percent compared with the
same week last year, and 309,502 intermodal units, down 6.7 percent compared with last year.
Total combined weekly rail traffic in North America was 645,615 carloads and intermodal units,
down 0.1 percent. North American rail volume for the first three weeks of 2023 was 1,893,180
carloads and intermodal units, down 0.5 percent compared with 2022.

Canadian railroads reported 82,940 carloads for the week, up 20.2 percent, and 56,839
intermodal units, down 7.9 percent compared with the same week in 2022. For the first three
weeks of 2023, Canadian railroads reported cumulative rail traffic volume of 413,325 carloads,
containers and trailers, up 8.7 percent.

Mexican railroads reported 22,628 carloads for the week, up 0.7 percent compared with the same
week last year, and 15,723 intermodal units, down 1.1 percent. Cumulative volume on Mexican
railroads for the first three weeks of 2023 was 109,881 carloads and intermodal containers and
trailers, up 0.3 percent from the same point last year.

https://www.aar.org/news/rail-traffic-for-the-week-ending-january-21-2023/

United States™* | Total Cars & Intermodal
Originated Rail Traffic
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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

Gross Domestic Product, Third Quarter 2022 (Advance Estimate)

Real gross domestic product (GDP) increased at an annual rate of 2.6 percent in the third quarter of 2022 (table 1), according to the "advance” estimate
released by the Bureau of Economic Analysis. In the second quarter, real GDP decreased 0.6 percent.

The GDP estimate released today is based on source data that are incomplete or subject to further revision by the source agency (refer to "Source Data for
the Advance Estimate” on page 3). The "second” estimate for the third quarter, based on more complete data, will be released on Movember 30, 2022.

Real GDP: Percent change from preceding quarter
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U.S. Bureau of Economic Analysis Seasonally adjusted annual rates

As of 1/10/23 GDP 1Q 2023 is forecast at *+0.685%

*An average of the Atlanta and St. Louis GDP Nowcasts
Latest estimate: 0.77 percent — January 27, 2023

The initial GDPNow model estimate for real GDP growth (seasonally adjusted annual rate) in the first
quarter of 2023 is 0.7 percent on January 27. The initial estimate of fourth-quarter real GDP growth
released by the US Bureau of Economic Analysis on January 26 was 2.9 percent, 0.6 percentage points
below the final GDPNow model nowcast released on January 20. Beginning with this update, we are
including some technical adjustments to GDPNow, and we document those adjustments here. (You can
also read about the adjustments under the Related Resources tab, in the link named Modifications to
GDPNow Model Forecast.)

The next GDPNow update is Wednesday, February 1. Please see the "Release Dates" tab below for a
list of upcoming releases.

https://www.atlantafed.org/cger/research/gdpnow

St. Louis Fed: Real GDP Nowcast 1Q 2023 +0.67 as of 1/27/23.
https://fred.stlouisfed.org/seriesst GDPNOW
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MANUFACTURING AT A GLANCE

December 2022
Series Index Series Index Percentage Point Trend*
Index Dec Nov Change Direction Rate of Change (Months)
Manufacturing PMI® 48.4 49.0 -0.6 Contracting Faster 2
New Orders 45.2 47.2 -2.0 Contracting Faster 4
Production 48.5 51.5 -3.0 Contracting  From Growing 1
Employment 51.4 48.4 +3.0 Growing From 1
Contracting

Supplier Deliveries 45,1 47.2 -2.1 Faster Faster 3
Inventories 51.8 50.9 +0.9 Growing Faster 17
Customers’ 48.2 48.7 0.5 Too Low Faster 75
Inventories
Prices 394 43.0 -3.6 Decreasing Faster 3
Backlog of Orders 41.4 40.0 +1.4 Contracting Slower 3
New Export Orders 46.2 48.4 -2.2 Contracting Faster 5
Imports 45.1 46.6 -1.5 Contracting Faster 2

OWVERALL ECONOMY Contracting  From Growing 1

Manufacturing Sector Contracting Faster 2

Manufacturing ISH’ Repori On Business data is seasonally adjusted for the New Orders, Production, Employment and Inventories indexes.
“Number of months moving in current direction.

THE LAST 12 MONTHS
Month Manufacturing PMI® Month Manufacturing PMI®
Dec 2022 48.4 Jun 2022 53.0
Nov 2022 49.0 May 2022 56.1
Oct 2022 50.2 Apr 2022 55.4
Sep 2022 50.9 Mar 2022 57.1
Aug 2022 52.8 Feb 2022 58.6
Jul 2022 52.8 Jan 2022 57.6

Average for 12 months - 53.5
High - 58.6
Low - 48.4
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-report-on-

business/pmi/december/
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US Census Bureau (Manufacturers’ Shipments, Inventories and Orders).

http://www.census.gov/manufacturing/m3

Ranking of Countries by Military might.
www.military.com

Our Nation in numbers

The Constitution 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/

How much aid do we give around the world?
https://explorer.usaid.gov

CBOT Non-Commercial Net Total — Futures Only
http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html

How Natural Resources have performed over the last 10 years
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https://www.usfunds.com/interactive/the-periodic-table-of-commodity-returns-
2021/#. XDjAAIXKiUk

This information is not to be construed as an offer to sell or a solicitation or an offer to buy the commodities herein named. The
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 2022

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


http://www.census.gov/manufacturing/m3/
http://www.military.com/
http://www.usafacts.org/
http://foreignassistance.gov/
https://explorer.usaid.gov/
http://www.cmegroup.com/trading/interest-rates/cftc-tff/main.html
https://www.usfunds.com/interactive/the-periodic-table-of-commodity-returns-2021/#.XDjAAlxKiUk
https://www.usfunds.com/interactive/the-periodic-table-of-commodity-returns-2021/#.XDjAAlxKiUk

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_1.
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 sclely on this communication in making trading

decisions.

DISTRIBUTION I~ SOME JURISDICTIONS MAY BE PROHIBITED OR RESTRICTED BY
LAWY. PERSOMS IMN POSSESSION OF THIS COMMUNICATION INDIRECTLY SHOULD INFORM
THEMSELWES ABOUT AND OBSERWE ANY SUCH PROHIBITION OR RESTRICTIONS. TO THE
EXTENT THAT YOU HAVE RECEIVED THIS COMMUNICATION INDIRECTLY AND SOLICITATIONS
ARE PROHIBITED L1y YOUR JURISDICTIOMN WITHOUT REGISTRATIOMN, THE MARKET
COMMENTARY IN THIS COMMUMNICATION SHOULD NOT BE CONSIDERED A SOLICITATION.

The risk of loss in trading futures and/or cptions 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
adwvice is based on information taken from trades and statistical services and other sources that
R.). O'Brien beliewves are reliable. We do not guarantee that such information is accurate or
complete and it should not be relied upon as such. Trading adwvice reflects our good faith
judgment at a specific time and is subject to change without notice. There is no guarantee that

the advice we giwve will result in profitable trades.

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