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Summary of Breeden’s Stocks, Bonds, and Consumers
Leading Indicators (SBCLIO) in June, 2018

Growth in 2017 and the first half of 2018 has been solid (and often above trend) in most
advanced economies, as forecasted by prior letters’ positive SBCLI readings.
Unemployment rates are at very low levels in the USA, Germany, the UK, and Japan, with
the USA’s 3.8% the lowest in almost 50 years. Given this strength, the Federal Reserve has
increased Tbill rates to 2.0%. The ECB has just stated that it will eliminate bond purchases
(QE) by yearend 2018, though they plan to keep rates at zero at least until summer 2019.

However, stock and bond markets and consumers are increasingly concerned, and SBCLI
readings in 2018-H1 have fallen significantly. While SBCLI from the last 4 quarters of data
is still positive in the USA, indicating above-trend growth at present, the latest (2-quarter)
SBCLI readings are significantly in negative territory in the USA for the first time in 7 years.
President Trump’s trade wars with China and the world are causing growing concerns for
future below-trend growth.

In the first half of 2018, negative SBCLI readings in the USA , Germany, France and Japan
have been caused by stock prices having topped out, term structure slopes becoming
increasingly flat (long rates less above short rates than normal), and consumer spending
that, while solid, is not so high relative to record levels of wealth. Italy’s divided
government and anti-Euro sentiment causes concerns in the Eurozone, as does Chancellor
Merkel’s weakened support in Germany, given fallout from massive immigration.

Emerging markets have been hit even harder as USA interest rates have increased, with
stock prices in Brazil, Mexico, Russia, Turkey, China and Indonesia down sharply. Sovereign
credit spreads in emerging markets and Italy have increased sharply, confirming concerns
(except in China, now a safe haven?).



Last 4 Quarters Real GDP Growth (90).
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USA Canada Brazil Mexico |France Germany lItaly Spain United Kingdom Russia Turkey Japan Australia S. Korea China* India Indonesia
2006-Q4 2.4 1.5 4.8 3.3 2.6 4.9 2.6 4.1 0.9 8.5 5.8 1.5 3.1 4.7 12.8 9.8 5.9
2007-Q4 1.9 2.2 6.6 2.5 2.2 23 -0.1 3.6 3.1 8.8 5.0 0.9 3.7 6.5 139 9.0 5.7
2008-Q4 -2.8 0.1 1.0 -0.8 -1.8 -1.7 -35 -1.3 4.1 -1.7 -6.2 -3.7 1.6 -1.6 7.3 04 5.7
2009-Q4 -0.2 -1.8 5.3 -1.8 -0.9 -3.0 -26 -29 -1.4 -2.9 2.9 -1.5 2.6 49 11.6 13.2 5.5
2010-Q4 2.7 3.6 5.7 3.9 2.3 4.5 2.2 0.5 2.0 4.7 9.8 3.2 2.8 6.1 9.9 10.5 6.4
2011-Q4 1.7 3.1 2.6 3.9 1.6 24 -11 -18 1.3 3.3 10.0 0.2 3.3 2.9 8.7 3.8 5.9
2012-Q4 1.3 0.7 2.6 3.0 0.1 0.2 -28 -35 1.5 1.7 4.3 0.3 3.0 2.1 8.0 5.0 5.8
2013-Q4 2.7 3.6 2.6 1.2 1.1 1.6 -0.8 -0.2 2.6 2.3 6.8 2.8 2.4 3.5 76 6.0 5.5
2014-Q4 2.7 2.5 -0.1 3.4 0.9 1.9 0.2 2.2 3.3 0.2 5.7 -0.3 2.2 2.8 71 7.5 5.0
2015-Q4 2.0 0.3 -5.5 2.8 1.0 1.3 1.2 3.8 2.1 2.7 7.1 1.2 2.7 3.2 6.8 9.4 5.1
2016-Q4 1.8 2.0 -2.4 3.3 1.2 1.9 1.0 3.0 2.0 0.5 3.9 1.5 2.5 2.6 6.8 6.0 4.9
2017-Q4 2.6 3.0 2.2 1.6 2.8 2.9 1.6 3.1 1.4 0.9 7.1 2.0 2.4 2.8 6.8 7.7 5.2
2018-Q1 2.8 2.3 1.6 2.3 2.2 2.3 1.4 3.0 1.2 1.2 9.4 1.1 3.0 2.8 6.8 7.7 5.1

Trend Real GDP Growth (%). Last 8 Years.
Douglas T. Breeden, Duke University and Amundi Pioneer Consultant 6/18/2018 7:52

USA Canada Brazil Mexico |France Germany ltaly Spain United Kingdom Russia Turkey Japan Australia S. Korea China* India Indonesia
2006-Q4 2.9 3.1 3.2 2.5 2.2 1.7 1.7 3.9 2.8 7.6 5.1 1.3 3.3 6.1 116 7.2 5.4
2007-Q4 2.5 2.7 3.8 2.3 2.0 1.6 1.3 3.7 2.7 7.2 5.8 1.5 3.3 52 130 7.2 5.3
2008-Q4 1.8 2.2 3.4 1.8 1.4 1.1 0.4 2.9 1.9 6.0 4.3 0.6 3.3 43 114 7.1 5.1
2009-Q4 1.7 1.8 4.1 1.8 1.1 0.6 0.1 2.1 1.4 5.1 5.9 0.6 3.1 42 11.0 8.0 5.5
2010-Q4 1.8 1.8 4.2 2.1 1.3 1.1 0.2 1.8 1.3 5.0 5.6 0.9 3.0 4.1 9.6 8.9 5.8
2011-Q4 1.5 2.0 4.4 2.4 1.3 1.5 0.1 1.2 1.0 4.4 6.0 0.6 2.9 40 10.1 8.3 5.9
2012-Q4 1.3 1.6 4.0 2.3 1.0 1.5 -04 0.4 1.0 3.9 5.5 0.6 2.9 3.9 88 7.8 5.7
2013-Q4 1.2 1.6 4.0 2.0 0.9 1.5 -0.7 -0.2 0.8 3.2 5.1 0.6 2.8 3.7 81 7.3 5.8
2014-Q4 1.3 1.8 3.4 2.0 0.7 1.1 -1.0 -0.4 1.1 2.2 5.2 0.4 2.7 3.4 7.6 7.0 57
2015-Q4 1.3 1.5 1.9 2.1 0.5 1.0 -09 -04 0.9 0.8 5.4 0.4 2.6 3.0 7.2 7.0 5.6
2016-Q4 1.9 1.8 1.4 2.6 0.9 1.4 -0.3 0.1 1.7 1.0 6.6 1.1 2.7 3.5 69 7.7 5.5
2017-Q4 2.2 2.4 1.0 2.9 1.4 2.1 0.2 0.9 2.0 1.4 7.1 1.4 2.7 3.3 6.8 7.0 5.5
2018-Q1 2.2 2.2 0.8 2.9 1.3 2.0 0.2 0.9 2.0 1.3 7.4 1.3 2.7 3.1 68 7.1 5.4
*Note: Trend growth for China uses only the last 3 years.

Last 4 Quarters Real GDP Growth Deviation from 8-Yr Trend (%)
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USA Canada Brazil Mexico |France Germany ltaly Spain United Kingdom Russia Turkey Japan Australia S. Korea China* India Indonesia
2006-Q4 -0.5 -1.6 1.6 0.8 0.3 3.2 0.9 0.3 -1.9 0.8 0.7 0.2 -0.2 -1.4 1.2 26 0.5
2007-Q4 -0.6 -0.5 2.9 0.2 0.1 0.7 -14 -01 0.4 1.6 -0.8 -0.6 0.5 1.3 09 18 0.4
2008-Q4 -4.6 2.1 24 -25 -3.1 -28 -39 4.2 -6.0 -7.7 -10.5 -4.3 -1.7 -59 -40 -6.7 0.6
2009-Q4 -2.0 -3.6 1.2 -3.6 -2.1 -3.6 -2.7 -50 -2.8 -8.1 -2.9 2.1 -0.5 0.7 0.6 5.2 0.0
2010-Q4 0.9 1.8 1.5 1.8 1.0 3.4 1.9 -1.3 0.7 -0.2 4.2 2.4 -0.2 2.0 0.3 1.6 0.7
2011-Q4 0.2 1.1 -1.8 1.5 0.3 1.0 -12 -3.0 03 -1.2 4.0 -0.4 0.3 -1.0 -14 -45 0.0
2012-Q4 0.0 -0.9 -1.4 0.7 -0.9 -1.3 -24 -38 05 -22 -1.2 -0.2 0.0 -1.8 -09 -28 0.1
2013-Q4 1.4 1.9 -1.4 -0.9 0.2 0.1 -0.1 0.0 1.8 -1.0 1.6 2.2 -0.4 -0.2 -05 -13 -0.3
2014-Q4 1.4 0.8 -3.5 1.4 0.2 0.8 1.2 2.6 22 -20 0.5 -0.7 -0.5 -0.7 -04 05 -0.7
2015-Q4 0.7 -1.2 -7.4 0.7 0.5 0.3 2.0 4.2 1.2 -3.5 1.7 0.8 0.1 0.2 -04 23 -0.5
2016-Q4 0.0 0.2 -3.8 0.7 0.3 0.4 1.4 2.8 0.3 -05 2.7 0.4 -0.2 -1.0 -0.1 -1.7 -0.6
2017-Q4 0.4 0.6 1.2 -1.3 1.5 0.8 1.4 2.2 -06 -04 0.0 0.5 -0.3 -0.5 0.0 0.7 -0.3
2018-Q1 0.6 0.1 0.7 -0.6 0.9 0.2 1.2 2.1 -0.8 0.0 2.0 -0.2 0.3 -0.3 0.0 0.6 -0.4

*Note: Trend growth for China uses only the last 3 years.




Unemployment rates in major economies such as the USA,

Canada, Germany, Japan and the UK, are at very low levels,

substantially off their peaks. Central banks are reducing stimulus
and normalizing rates, or should be. Need to build dry powder in
good times to have flexibility to stimulate in bad times.

Global Unemployment Rates

Douglas T. Breeden, Duke University
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USA Canada Brazil Mexico| France Germany Italy Spain UK Rusia Turkey | Japan Australia S Korea China India Indonesia

2006-Q4 44 61 00 38 83 101 65 83 55 68 88 40 45 34 41 00 00
2007-Q4 48 59 00 371 74 85 64 86 52 59 94| 38 43 32 40 00 00
2008-Q4 69 66 00 45 77 76 69 138 64 72 114 41 44 33 41 00 00
2009-Q4 99 85 00 535 95 81 82 188 738 81 123 52 56 36 43 00 00
2010-Q4 95 77 00 535 92 74 83 202 79 69 104/ 50 51 35 41 00 00
2011-Q4 86 74 00 501 93 68 91 226 84 63 85 45 52 32 41 00 00
2012-Q4 78 73 73 51 101 68 114 259 78 51 86 42 54 31 41 00 00
2013-Q4 69 71 69 471 101 68 123 268 72 55 91 39 58 31 40 00 00
2014-Q4 57 67 69 45 105 66 127 237 58 52 104 35 62 36 41 00 00
2015-Q4 50 71 95 431102 63 116 209 51 57 103 33 58 35 41 00 00
2016-Q4 47 69 126 36| 100 60 118 187 438 54 118/ 31 57 36 40 00 00
2017-Q4 41 60 120 34 91 58 111 166 42 49 101 27 55 37 40 00 00
2018-Apr’May| 38 58 127 32| 88 56 110 161 41 49 99 25 55 40 40 00 00

4




Country By Country SBCLI Scores Monthly
From 2004 to June 2018

Do note that positive SBCLI predicts positive deviations of
next 4 quarters GDP growth from long-term (10-year)
trends. On average in developed markets, a 1 point SBCLI
difference is 0.5% more or less real GDP growth. Negative
SBCLI signals indicate below-trend growth.

SBCLI also predicts changes in unemployment rates. A1
point higher SBCLI portends about an 0.3% drop in the
unemployment rate in the following 6 months.



Stock market, bond market and consumer spending component
readings of SBCLI for 17 largest economies show significant drops
due to stock price falls, wider EM credit spreads at June 15 2018.

Summary of Components of Breeden's Stocks, Bonds, Consumers Leading Indexes for 17 TDES

Douglas T. Breeden, Duke University and Amundi Pioneer Consultant 8 Yr Trend

SBCLI Weights 6/19/2018 708 GDP RIGDP | Implied

Stock Market Z-Scores (x1) |Bond Market Z-Scores Consumer Z-Scores Total SBCLI(20Q) Last2Q | Last4Q |Sensitivity| Trend* |GDP Growth

S B C| Dec2016 Dec-2017 Jun-2018  Dec-2016 Dec-2017 Jun-2018 | Dec-2016 Dec-2017 Jun-2018| Dec-2016 Dec-2017 Jun-2018| Jun-2018|to SBCLIP| 8 Yr, Pct | Forecast
United States | 2 1 1 0.6 0.9 0.2 04 04 -04 1.7 0.4 0.4 3.2 1.8 -04 0.7 0.50 22| 2.6
Canada 2 11 1.1 0.6 03 02 06 -0.7 0.4 1.3 1.2 2.3 1.8 -0.2 08 041 22| 2.6
Brazil* 2 11 1.1 1.2 -0.6 0.2 0.8 01 -26 04 03 -02 2.9 -1.3 08 1.03 14 22
Mexico 2 11 05  -11 -0.7 01 -01 -0.5 0.5 04 04 04 -18 -1.5 1.7 042 29 22
France 2 11 0.9 0.0 01 03 04 -0.3 15 00 -01 30 -04 -04 0.4 0.36 13 12
Germany 2 11 0.8 0.1 03 05 04 -04 0.7 00 -01 18 02 -1.2 0.7 0.66 201 16
Italy 2 11 05 0.4 03 -04 03 -1.0 14 0.6 05 1.9 1.1 -1.2 0.0 053 02 0.2
Spain 2 11 04 -0.6 05 01 01 0.1 1.6 0.6 0.8 25 0.7 -0.2 04 091 09 05
United Kingdof 2 1 1 12 03 0.1 0.2 0.0 0.0 09 -02 0.0 35 08 0.1 -0.5] 0.46 201 18
Russia 2 11 0.9 1.1 02 04 0.0 01 -09 0.3 0.3 0.6 2.6 0.7 1.6 162 1.3 40
Turkey 2 11 0.4 0.2 -1.7 01 -08 -1.1 -0.4 05 121 -12 0.2 -5.6 2.7 0.76 74 54
Japan 2 11 14 0.9 01 -12  -12 -1.2 00 -03 -03 1.6 0.4 -1.7 0.7 0.34 13 11
Australia 2 11 0.4 05 0.1 0.9 0.7 0.7 0.2 0.1 0.2 1.9 1.8 0.8 1.3] 029 27 31
SouthKorea | 2 1 1 0.0 0.3 077 05 01 03 -03 -04 -01f -07 0.1 -1.3 -0.6] 0.07 31 31
China* 121 0.4 0.1 0.7 0.2 0.1 0.5 06 -04 -03 13 01 0.0 0.0 0.72 6.8] 6.8
India 2 11 0.2 0.4 05 0.1 0.8 11 00 -03 02 -02 14 2.0 17 034 71 7.6
Indonesia 2 11 0.3 0.4 -0.6 0.5 1.0 13 03 06 -05 0.9 1.3 -04 04 040 54/ 56
Averages 0.5 0.3 -0.4 0.0 0.0 -0.1 0.3 0.1 0.0 1.3 0.7 -0.7 0.0 0.8 30 30

*China trend is 3 years, Brazil 10 years, and 8 years for other countries.




After 4 years of strong readings, SBCLI has fallen significantly in the USA and in
several countries in the first half of 2018. Stocks topping out, flatter term structure,
and reduced strength of consumer spending (relative to wealth) caused USA SBCLI
to drop to negative. President Trump’s aggressive trade war moves cause concerns.

Stocks, Bonds, Consumers Leading Indicator (SBCLI©). United States
Positive forecasts above-trend growth, negative forecasts below trend growth.
Monthly January 2004 - June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLIO). Brazil

Positive forecasts above-trend growth, negative forecasts below trend growth. Brazilian stocks have fallen
e e = sharply and its sovereign
credit spread has widened,
leading its SBCLI back into
S 2o negative territory.
President Temer’s needed
22 structural reforms are quite
< unpopular. Unemployment
has started to rise again.
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Stocks, Bonds, Consumers Leading Indicator (SBCLIO). Canada

Positive forecasts above-trend growth, negative forecasts below trend growth.

Monthly January 2004 - June 15, 2018. Ca na d a has d one
relatively well in the past

A 2 years and recently,

N with consumer spending
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USA trade spat concerns.
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Brexit worries continue
Stocks, Bonds, Consumers Leading Indicator (SBCLIO). United Kingdom to Welgh on U K

Positive forecasts above-trend growth, negative forecasts below trend growth.
Monthly January 2004 - June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLIO). Germany
Positive forecasts above-trend growth, negative forecasts below trend growth. G e rm a ny h a S Ve ry IOW
Monthly January 2004 - June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLI©). Italy .
Positive forecasts above-trend growth, negative forecasts below trend growth. Ita Iy h a d bee n d 0' ng

Monthly January 2004 - June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLIO). Russia In Russia, stock prices are
D B A Monthly Jamuary 5004 - June 15, 2048, T oo now 13% off their
January high, after large
gains. Credit spreads had
narrowed, but recently
widened, given Trump’s
trade tariffs and US 2016
election investigations.
Consumer signals are

positive, so Russia SBCLI

il

R - is positive for growth.
- ECLI MA 4Q ——sBCLI (2Q)
Stocks, Bonds, Consumers Leading Indicator (SBCLI©). Turkey
Positive forecasts abn:\;er;:::::Jairr:::hz,;oef_a::r:ef?;e’cza;:s&belowtrendgrowth. Turkey has plunged In the
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Stocks, Bonds, Consumers Leading Indicator (SBCLI©). Japan Japa n’s SBCLI IS Sllghtly

Positive forecasts above-trend growth, negative forecasts below trend growth.

Monthly January 2004 - June 15, 2018. . negatlve’ but |S decept|ve
I\ __ The stock market signal has
shrunk from strong positive
\ / __ toneutral, and consumers
_ _ |||” \/ _ continue to be cautious. The
¢ RY 1 T A L o
| N __negative signal is primarily
i \'[\ due to poor policies by the
Bank of Japan, which is

4.0

5
W

' | -4.0

“ holding down long-term
: § 0§ § £ £ & & ¢t & i § & ¥ ¢z " rates, despite super-low
—— — st o unemployment of 2.5%.
Stocks, Bonds, Consumers Leading Indicator (SBCLI®). Australia
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. ' . .
Stocks, Bonds, Consumers Leading Indicator (SBCLI©). China Chlna S SBCLI remains in a
Positive forecasts above-trend growth, negative forecasts below trend growth.

Monthly January 2004 - June 15, 2018. 50 neutral, trend pOSition,
with growth at 6.8%.

.. Stocks dropped 15% from
. their January high, and
__consumer spending is
__ weaker than projected,
. but China’s sovereign
_ credit spread narrowed. s
. it becoming a “safe
: ¢ & & B & E P P P I P I % ¢ haven” as they are more
e sa B C steady and statesmanlike
__ Stocks, Bonds, Consumers Leading Indicator (SBCLI®). India than the USA?
Monthly January 3004 June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLIO).
Positive forecasts above-trend growth, negative forecasts below trend growth.
Monthly January 2004 - June 15, 2018.
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Stocks, Bonds, Consumers Leading Indicator (SBCLI®).
Positive forecasts above-trend growth, negative forecasts below trend growth.
Monthly January 2004 - June 15, 2018.
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South Korea’s economy
remains quite steady. Stock
prices are down 3% YTD and
7% off highs, driving the
slightly negative SBCLI. But
consumer spending is as
expected, and a positive
term structure slope is
bullish. USA/North Korea
summitry likely is reducing
tail risk.

Indonesia’s economy
continues to produce steady,
5% real growth. But with
political issues, stock prices
are 10% off highs, driving a
good SBCLI back to neutral.
Sovereign credit spreads are
narrow, a bullish sign,
offsetting stocks and cautious
consumer spending growth.
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Stocks: In the first half of 2018, stock prices have fluctuated a great deal, with India,

the USA and France leading with 4%+ YTD gains. Biggest losers are emerging markets
Turkey (-18%), China (-9%), Brazil (-7%) and Indonesia (-6%). Domestic political issues are
often significant, and USA interest rate increases and trade war issues are viewed as

negatives for the trade-dependent emerging markets, too.

Global Stock Market Performance to June 2018: Developed Economies Strong, Emerging Markets Hurt

61712018 18:47 Douglas T. Breeden, Duke University and AmundiPioneer Consultant

Americas Europe AustralAsia UK FTSE250
Major Stock Price Indexes United States Canada Brazil  Mexico | France Gemmany  Ialy Spain UnitedKingdom Russa  Turkey | Japan Australia S.Korea  Chima India  Indonesia | United Kingdom
Year End 2015 13t0ts) 2044 13010 43350 42.978( 4637 10743 21418 9544 6242 757 71727(19034 5296 1961 3539 26118 4593 | 17122
February 2016 Low anote] 1829 12,087 39,318 423591 3,897 8753 15773 7746 5537 671 70942(14953 4765 1835 2746 22952 4714 | 15179
Brexit Voting Day Jun 23 2016 a0t 2113 14,131 51,560 46,146] 4466 10257 17966 8885 6338 941 77990(16238 5281 1987 2892 27002 4874 | 17334
PostBrexitLow 612712016 o] 2,001 13690 40246 4428213985 9269 15104 7646 5982 889 75161(15309 5137 1927 2896 26403 4836 | 14968
Year End 2016: Trump elected 12020 2239 15,288 60,227 45643 4862 11481 19235 9352 7143 1152 78139|19114 5666 2026 3104 26626 5297 | 18077
Year End 2017: Giobal Strength 120 2674 16,209 76,402 49,354 5313 12918 21853 10044 7688 1154 11533322765 6,065 2467 3307 34057 6356 | 20,726
Stock Market High, January 2018 YTD ol 2873 16,239 85,531 51,065 5,529 13340 23857 10595 7666 1,287 120,702|23632 6,050 2,575 3558 36,050 6661 | 20616
Stock Correction. US Wage Inflation YTD |~ 282018 2,581 15,066 81,533 47.862] 5,152 12260 22467 9756 7171 1211 114264{21891 5891 2408 3262 34413 6545 | 19328
Recent Adv Stocks Back EMHut YID | &0t 2780 16,314 70758 46939 5502 13011 22190 9851 7634 1117 94541(22852 6,004 2404 3022 35622 5994 | 21006
Percentage Changes in Stock Prices from Prior Yearends
Brexitvofing dayvs 12/31115 o] 34% 86% 189% 7.4%[ -37% -45%-16.1% -6.9% 15% 243%  8.7%|-147% 03% 13% -183% 34% 6.1% 12%
PosBresitLow gaooe]  21% 52% 136% 3.0%[-14.1% -13.7%-29.5% -19.9%  -42% 174%  4.8%|-196% -30% -18% -182% 1.1% O5.3%| -12.6%
Year End 2016: Trump elected 12020 9.5% 17.5% 389% 6.2%| 49% 69%-102% -20%  144% 522% 89%| 04% 7.0% 33% -123% 19% 153%| 5.6%
Year End 2017: Giobal Strength 1m0 194% 6.0% 269% 8.1%[ 93% 125% 136% 7.4% 76% 02% 476% 191% 70% 218% 66% 27.9% 20.0%| 14.7%
Stock Market High, January 2018 YTD usoolf  7.9% 02% 11.9% 35% 41% 33% 92% O55%  03% 115% 47% 38% 02% 43% 76% 59% 48% -0.5%
Stock Correction. US Wage inflation YD~ 282018]  -3.5% /1% 6.7% -3.0%| -3.0% -51% 28% -29%  67% 49% -09% -38% -29% -24% -14% 10% 30% 6.7%
Recent Adv Stocks Back EMHut YD~ &tso0ts]  4.0% 06% -74% -49%| 36% 07% 15% -19%  -07% -32% -180% 04% 05% -26% -86% 46% -57% 1.3%
Amount off Jan 26 2018 High a0 -32% 0.5%-17.3% -8.1%| 05% -25% -7.0% -70%  -04% -132% -21.7%[ -33% 07% -6.6% -15.1% -1.2% -10.0%| 1.9%
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Bonds: In the first half of 2018, term structure slopes first steepened, then flattened,

ending generally flatter in the USA, France, and Germany, a bearish signal. In emerging

markets, sovereign credit spreads have widened significantly in Brazil, Italy, Turkey and
Indonesia, giving bearish signals. China’s credit spread narrowed, as it has been a steady

hand and may be viewed as a new safe haven and global leader, given US instability.

| Global Bond Market Signals: Term Structure Slopes for Advanced Economies; Sovereign Credit Spreads for Emergings

6/17/2018 11:57

Douglas T. Breeden, Duke University and Amundi Pioneer Consultant

Americas Europe AustralAsia

United States Canada  Brazil  Mexico | France Germany ltaly Spain  United Kingdom Russia  Turkey | Japan Australia South Korea China India_Indonesia|
Country Slopes and Credit Spreads Slope | Siope | credit | credit | Siope | siope | credit | credit | Slope [ credit | credit | Siope [ Siope | Siope | credit | credit | creait
Year End 2015 vgoel 208 091 1416 399 139 115 098 115 137 735 854 [ 028 078 054 061 540 241
February 2016 Low auoe| 138 059 1467 4441098 068 153 159 083 864 885 [ 015 019 031 121 59 292
Brexit Voting Day Jun 23 2016 o308l 146 078 1068 4311097 070 130 137 093 681 750 | 010 048 018 118 568 210
Post-Brexit Low 6/27/2016 2o 119 060 1081 456 | 083 055 162 157 059 709 789 [ 005 030 003 140 597 239
Year End 2016: Trump elected w0000 195 127 893 497|159 119 161 118 142 592 864 | 046 060 023 059 407 188
Year End 2017; Global Strength ool 102 099 783 524 |15 120 158 114 083 508 894|020 098 080 148 492 117
Stock Market High, January 2018 usoe] 124 106 704 488|148 133 138 0.78 117 474 890 | 023 098 080 128 469 094
Stock Correction. US Wage Inflation. agootgl 128 119 703 482 158 146 123 0.9 129 432 878 | 023 098 113 106 464 1.06
Most Recent: Adv Stocks Back, EMHurt | ensoif 098 098 919 509 | 134 102 220 089 087 479 937 | 017 098 029 070 498 155
Changes in Bond Market Yield Spreads from Prior Yearends
Brexit voting day vs 12/31/15 oaoie|  -062 -0.14 -348 032 042 045 032 022 044 054 -104[ -018 031 -036 057 028 031
PostBrexit Low ool -0.89 032 -336 058 056 061 064 042 078 026 -065 -023 049 051 079 056 -0.02
Year End 2016: Trump elected wazots| 013 036 524 099 020 004 063 0.02 005 -143 010 018 019 031 -002 -134 -054
Year End 2017; Global Strength ool 092 029 -1.10 026 0.02 001 003 -0.04 060 084 030 -026 038 057 089 085 -0.71
Stock Market High, January 2018 uso8) 022 008 -0.78 036 008 013 021 -0.36 034 -034 -004 003 000 000 -020 -023 -0.23
[Stock Correction. US Wage Ifation. oy 0260 0207 0797 042 001 025 035 045 046 -076° -0.16] 004" 000" 033 041" 027" -0.11
Most Recent: Adv Stocks Back, EMHut ~ ensoif 004 -001 136 -0.15[ -023 -0.18 062 -0.24 004 -029 043 -003 000 -051 -0.77 007 039
Change from Jan 26 2018 High oisoiel <026 008 215 022 015 031 083 011 030 005 047 -006 000 -051 -058 029 0.62
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Consumer: Consumer signals are spending deviations from wealth effects. Most
are nearly neutral at present, with a strong Canada being a positive exception.
Spending growth is strong, but so is wealth, giving many neutral readings.
Turkey’s and Indonesia’s consumers are relatively negative, given substantial political

uncertainties in those countries. Perhaps surprisingly, Italy and Spain’s consumer

signals are good thru Q1 2018, despite the worries about Southern Europe.

Consumer Signals (7)

United Canada Brazil Mexico| France Germany Italy Spain United  Russia  Turkey|Japan Australia South ~ China  India Indonesia

States Kingdom Korea
Z Multiplier 1 1 1 | | 1 1 | 1 l 1 1 | |
2013-Q1 -1.5 0.1 0.4 -04)|-1.2 -06 -1.7 -2.0 0.0 0.2 -0.3 -0.2 -0.9 -05 -04 -0.3 -0.1
2013-Q2 -1.9 0.5 0.6 0.0 |-14 -09 -1.8 -21 -0.2 0.2 0.0 -0.3 -1.2 -0.6 -0.5 -0.1 -0.3
2013-Q3 -1.3 0.9 0.8 0.0 |-09 -05 -15 -1.7 0.1 0.2 0.6 0.1 -1.0 -0.5 -04 -0.1 -0.3
2013-Q4 -1.4 0.2 0.1 0.0 | -09 -0.8 -1.2 -1.6 0.1 0.0 0.7 0.1 -0.6 -0.6 -0.3 -0.1 -0.3
2014-Q1 -0.7 -0.1 0.5 0.0 | -0.8 -0.8 -0.6 -0.9 0.1 0.1 0.0 0.4 -0.4 -0.3 0.0 -0.1 0.0
2014-Q2 -0.2 -0.4 0.1 0.0 | -1.0 -0.8 -0.2 -0.5 0.2 0.1 -0.7 -0.3 -0.3 -04 0.3 0.1 0.0
2014-Q3 0.6 -0.4 -1.0 0.1 | -0.3 -09 0.1 0.0 0.5 0.0 -1.0 -1.5 -0.2 -0.v 0.2 -0.7 -0.2
2014-Q4 1.6 0.4 -0.3 0.1 | -0.1 -0.4 0.3 0.1 0.5 0.0 -0.7 -1.3 -0.2 -0.7 -0.1 -0.8 -0.3
2015-Q1 2.2 0.6 -0.4 0.4 0.1 -0.2 0.5 0.3 0.4 -0.7 -0.2 -1.6 -0.4 -0.7 -0.6 -0.6 -0.7
2015-Q2 2.5 0.4 -1.4 0.1 0.4 -0.2 0.9 0.7 0.6 -1.5 0.4 -1.1 -0.3 -0.7 -1.2 -0.7 -0.7
2015-Q3 3.1 1.2 -1.7 0.3 0.2 -0.1 1.4 1.1 0.9 -1.8 0.0 0.1 -0.1 -04 -0.6 0.2 -0.4
2015-Q4 2.9 1.6 -2.1 0.8 0.1 -0.1 1.5 1.4 1.0 -2.0 -0.2 -0.1 0.0 -0.1 -0.4 0.5 -0.2
2016-Q1 3.0 2.0 -2.3 0.9 0.7 0.4 1.6 1.7 1.3 -1.6 -0.2 -0.1 0.3 0.1 0.2 0.3 0.0
2016-Q2 2.1 1.3 -2.7 0.6 1.3 0.5 1.4 1.7 1.1 -1.0 -0.2 0.0 0.3 0.0 0.5 0.3 -0.1
2016-Q3 1.4 0.3 -3.1 0.2 1.4 0.7 1.4 1.7 1.0 -0.9 -04 -0.1 0.3 0.0 0.5 0.3 -0.2
2016-Q4 1.7 0.4 -2.6 0.5 1.5 0.7 1.4 1.6 0.9 -0.9 -0.4 0.0 0.2 -0.3 0.6 0.0 -0.3
2017-Q1 0.9 0.3 -2.5 0.4 0.9 0.4 1.3 1.1 0.4 -0.7 -0.1 -0.1 0.0 -0.5 0.3 -0.3 -0.5
2017-Q2 1.0 1.1 -1.4 0.6 0.1 0.6 1.2 0.7 0.2 -0.1 -0.7 0.1 -0.1 -0.6 0.1 -0.1 -0.5
2017-Q3 0.6 1.6 -0.8 0.5 0.1 0.5 0.8 0.6 -0.2 0.1 0.3 0.0 0.0 -0.7 -0.3 -0.3 -0.5
2017-Q4 0.4 1.3 -0.4 0.4 0.0 0.0 0.6 0.6 -0.2 0.3 0.5 -0.3 0.1 -0.4 -0.4 -0.3 -0.6
2018-0Q1 0.4 1.2 -0.3 0.4 ]1-0.1 -0.1 0.5 0.8 0.0 0.3 -1.2 -0.3 0.2 -0.1 -0.3 -0.2 -0.5
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Time Series of SBCLI 2Q Readings Since Before the Great Recession

Stocks, Bonds, Consumers Leading Index (SBCLD, 20

Douglas T. Breeden, Duke University and Amundi Pioneer Consultant

6/18/2018 7:25

Americas Europe AustralAsia
Countries United States Canada Brazil Mexico |France Germany ltaly Spain United Kingdom Russia Turkey |Japan Australia South Korea China India Indonesia
Z Multiplier 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Dec-06 0.4 0.9 2.9 4.6 0.2 1.1 2.6 5.0 -0.6 39 -1.9 0.9 2.3 -0.2 0.9 5.6 4.6
Jun-07 -1.5 -0.6 3.5 2.8] -0.3 0.2 1.0 0.3 -0.4 20 -0.7 1.3 4.2 1.5 2.9 0.5 3.9
Dec-07 -2.7 -1.0 27 -16] -3.7 -44 -22 -05 -3.2 3.3 0.6] -35 -0.6 -0.8 -2.1 4.1 4.7
Mar-08 -4.0 0.6 20 -11] -6.1 -6.7 -5.0 -2.6 -5.2 0.8 -28| -48 -7.6 -36 -58 -1.6 1.3
Jun-08 -3.9 1.5 1.4 -04 -6.0 -56 -48 -44 -5.1 09 -48| -24 -7.2 -28 -5.6 -4.5 -1.6
Sep-08 -3.2 -0.vr -0v -26] 5.3 -48 -35 -39 -53 -20 -38| -23 -56 -3.7 55 -42 -4.0
Dec-08 -55 -59 -30 -49 -79 -69 -7.7 -6.6 -74 52 -6.6] -7.3 -9.7 -71 -3.8 -7.1 -7.0
Mar-09 -58 45 -14 53| 62 -46 -87 -7.8 -70 -46 -6.6/ -65 -7.4 -29 -11 -6.1 -4.3
Jun-09 0.9 4.2 48 -1.1 1.6 28 -04 -15 -0.4 3.8 0.1 1.0 3.5 3.0 2.3 4.4 6.3
Sep-09 4.8 5.8 6.3 3.7 7.5 7.3 6.8 6.5 6.0 1.6 5.7 3.3 8.7 5.7 11 6.3 8.1
Dec-09 1.3 2.6 3.5 1.7 4.6 3.9 1.9 2.4 45 -0.1 1.7] -0.3 5.1 2.9 0.8 -0.9 1.4
Jun-10 -1.6 1.2 -0.9 0.2 -0 -0.6 -22 -56 -0.6 -0.8 15 0.1 -15 1.3 -14 -18 -0.7
Dec-10 3.6 3.6 1.9 2.4 2.9 2.9 0.5 -1.8 2.9 2.0 4.4 0.9 1.5 22 -0.7 -0.5 1.3
Jun-11 1.3 0.0 0.7 -05 04 -0.2 -0.7 -26 -0.8 -0.6 22| -20 -1.1 -1 -15 -20 -09
Dec-11 -0.5 -1.8 -0.1 0.6] -45 -3.7 -76 -6.3 -24 -1.8 -18 -2.2 -3.0 -34 -38 -34 -05
Jun-12 0.0 -0.7 -05 0.71 -0.9 0.2 -64 -75 -0.1 -0.9 0.0 0.5 -1.7 -2.2 -3.7 -1.5 0.6
Dec-12 1.1 0.9 2.6 1.4 2.3 3.0 -1.3 -0.9 1.9 0.7 3.0 1.4 1.4 -0.2 -3.9 0.3 1.4
Jun-13 -0 -03 -16 -14 -01 -0.2 -3.1 -4.0 1.4 -1.5 0.2 42 -0.3 21 -29 -15 1.1
Dec-13 1.4 2.3 0.4 1.2 1.5 1.9 -0.3 0.2 1.6 0.8 -0.2 1.6 2.2 -0.1 -1.9 -0.1 -2.5
Jun-14 1.3 1.1 0.5 0.5 0.5 -0.3 15 1.3 15 -09 -0.2] -1.7 0.9 -1.2 21 1.4 1.4
Dec-14 20 -12 -12 -0.1] -18 -13 -1.7 -1.0 00 -32 -03f -05 -12 -2.0 0.5 -0.7 -1.1
Jun-15 2.9 0.0 -0.8 1.3 2.6 1.2 3.3 1.0 16 -27 -1.0 0.4 0.8 -0.5 15 -1.9 -1.7
Dec-15 18 -1.7 -53 -02| -1.3 -1.3 0.9 -0.6 -0.7 -30 -22| -22 -17 -1.8 -21 -0.9 -2.1
Jun-16 1.8 1.1 -2.0 1.5 -11 -21 -15 -0.8 0.7 -14 -02( -44 0.2 -1.2 -1.6 0.2 1.0
Dec-2016 3.2 23 -0.2 -04 3.0 1.8 1.9 2.5 3.5 0.6 -1.2 1.6 1.9 -0.7 1.3 -0.2 0.9
Mar-2017 2.3 09 -0.8 -0.6 2.8 1.8 2.9 2.7 1.8 -1.3 0.3 1.3 2.4 -0.4 0.9 04 -0.1
Jun-2017 15 -04 -04 1.5 1.7 2.0 2.7 3.2 1.2 -3.6 19| -04 0.8 29 -0.2 3.5 1.6
Sep-2017 0.9 0.0 1.8 1.1 0.5 0.4 1.9 0.4 -1.0 -0.2 2.0 -0.6 0.0 1.6 -0.3 1.1 1.3
Dec-2017 1.8 1.8 29 -18] -04 -0.2 1.1 -0.7 -0.8 2.6 0.2 0.4 1.8 0.1 -0.1 14 1.3
Mar-2018 0.7 0.1 21 -2.71 -09 -09 0.1 -04 -1.2 23 -16| -1.0 15 0.4 0.1 15 1.9
Jun-2018 -04 -0.2 -13 -15| -04 -12 -1.2 -0.2 -0.1 0.7 -5.6] -1.7 0.8 -1.3 0.0 20 -04

19




Time Series of Smoother SBCLI 4Q Readings Since Before the Great Recession

Stocks, Bonds, Consumers Leading Index (SBCLI), 40

Douglas T. Breeden, Duke University and Amundi Pioneer Consultant

6/18/2018 7:37

Americas Europe AustralAsia
Countries United States Canada Brazil Mexico |France Germany ltaly Spain United Kingdom Russia Turkey |Japan Australia South Korea China India Indonesia
Z Multiplier 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Dec-06 -1.0 -0.7 1.5 21 04 0.1 1.5 2.8 -1.3 3.3 -0.1 0.1 1.1 -1.0 2.1 4.1 2.7
Jun-07 -05 02 32 37/, 00 07 18 27 -05 29 -13 11 3.2 0.7 1.9 3.1 4.2
Dec-07 -2.1  -0.8 3.1 0.6f -20 -21 -06 -0.1 -1.8 26 -0.1f -1.1 1.8 0.3 0.4 2.3 4.3
Mar-08 -2.6 04 3.0 00f 42 -44 -28 -1.7 -3.6 16 -14 -35 -3.2 -0.8 -1.9 0.5 3.1
Jun-08 -33 03 21 -10f 48 -50 -35 -25 -41 21 -21] -3.0 -39 -1.8 -38 -0.2 1.5
Sep-08 -36 00 06 -18 -57 57 -42 -3.2 -5.3 -0.6 -33] -35 -6.6 -3.7 -57 -29 -13
Dec-08 47 -22 -08 -26] -70 -63 -6.2 -55 -6.2 -22 57 -48 -85 -49 -47 -58 -43
Mar-09 -45 -26 -11 -39 -57 -47 -6.1 -59 -6.1 -33 -52| -44 -6.5 -3.3 -33 52 41
Jun-09 -2.3 -0.9 09 -30] -31 -21 -41 -40 -39 -0.7 -32 -31 -31 -20 -0.7 -14 -03
Sep-09 -0.5 0.6 25 -0.8 0.6 1.3 -1.0 -0.7 -05 -15 -04| -1.6 0.7 1.4 0.0 0.1 1.9
Dec-09 1.2 34 41 03 31 34 07 04 21 18 09 03 43 29 1.6 1.8 3.8
Jun-10 -0.1 1.9 1.3 1.0 2.2 1.7 -01 -16 19 -05 1.6/ -0.1 1.8 21 -03 -13 0.3
Dec-10 1.0 24 0.5 1.3 1.4 1.2 -0.8 -3.7 1.1 0.6 3.0 0.5 0.0 1.8 -1.0 -1.2 0.3
Jun-11 2.5 1.8 1.3 0.9 1.7 14 -01 -22 1.0 0.7 3.3 -0.6 0.2 06 -11 -1.3 0.2
Dec-11 0.4 -0.9 0.3 0.1f -21 -19 42 -44 -1.6 -1.2 0.2 -21 -21 -23 -2°7 -2.7 -07
Jun-12 -0.2 -13 -03 0.6 -27 -17 -7.0 -6.9 -1.3 -13 -0.9|] -0.8 -24 -28 -3.8 -24 0.0
Dec-12 0.6 0.1 1.1 1.0 0.7 16 -3.8 -4.2 09 -01 1.5 09 -01 -1.2 -3.8 -0.6 1.0
Jun-13 0.5 0.3 0.5 0.0 11 14 -22 -25 1.7 -04 1.6 2.8 0.6 -1.1 -34 -0.6 1.3
Dec-13 06 10 -06 -0.1] 07 09 -17 -19 15 -03 00f 29 10 -1.12 -24 -0.8 -0.7
Jun-14 1.3 1.7 0.4 0.9 1.0 0.8 0.6 0.8 1.6 0.0 -0.2] -012 1.6 -0.6 -2.0 0.7 -05
Dec-14 1.7 0.0 -0.3 0.2 -0.7r -0.8 -0.1 0.2 0.7 -20 -0.2] -11 -0.1 -1.6 -0.8 0.4 0.1
Jun-15 25 -06 -10 06/ 04 -02 08 0.0 0.8 -3.0 -0.6/ -0.1 -0.2 -12 10 -13 -14
Dec-15 23 -0.8 -31 0.5 0.7 -0.1 2.1 0.2 04 -29 -16] -09 -04 -1.2 -03 -14 -19
Jun-16 1.8 -0.3 -3.6 06f -1.2 -17 -0.3 -0.7 00 -22 -12| -3.3 -0.8 -1.5 -1.8 -03 -0.5
Dec-2016 25 17 -11 05 09 -02 02 0.8 21 -04 -0.7] ‘14 11 -1.0 -0.1 0.0 1.0
Mar-2017 2.1 0.8 -11 0.2 1.6 0.9 1.4 2.0 21 -12 -04] -0.3 1.6 -0.6 0.3 1.1 0.6
Jun-2017 2.4 1.0 -0.3 0.5 2.4 1.9 2.3 2.8 23 -15 0.4 0.6 1.4 11 0.5 1.7 1.3
Sep-2017 16 05 05 03 17 11 24 15 04 -08 12| 03 1.2 0.6 0.3 0.7 0.6
Dec-2017 1.6 0.7 1.2 -0.2 0.7 0.9 1.9 1.2 0.2 -0.5 1.0 0.0 1.3 15 -0.1 2.5 1.5
Mar-2018 0.8 0.1 20 -0.8f -0.2 -0.3 1.0 0.0 -1.1 1.0 0.2 -0.8 0.7 1.0 -0.1 1.3 1.6
Jun-2018 07 08 08 -1.7/ -04 -0.7 00 -04 -05 16 -2.7] -0.7 1.3 -0.6 0.0 1.7 0.4
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