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2018 un ano donde reiné la Macro...y la geopolitica

« Tres factores macro influyeron fuertemente en el desempeno de la economia
global durante el ano pasado:

— El alza de tasas por parte de la FED y el constante retiro de los estimulos no
convencionales (QT).

— La desaceleracion del crecimiento chino.
— La llamada guerra comercial.

« Los tres se combinaron para gatillar una desaceleracion en el crecimiento
global a contar del segundo semestre del 2018.

» Los dos primeros factores comenzaron a retroceder a fines del
2018/comienzos del 2019, pero el tercero, y mas impredecible, reflot6é con
fuerza a partir de mayo de este ano.
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La economia de EEUU venia creando mucho empleo, probablemente
eso motivo a la FED a acelerar su ciclo de alzas durante el 2018
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Source: BLS, FRB, DB Global Research
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La economia de EEUU venia creando mucho empleo, probablemente
eso motivo a la FED a acelerar su ciclo de alzas durante el 2018
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El alza efectiva y sombra de la tasa norteamericana se sumaron
durante el 2018

Some ' measures show monetary policy has
tightened significantly over the past five years:
Shadow fed funds rate up 7%-points since trough in 2013
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Mote: The shadow short rate uses yield curve data to capture the effects that unconventional policy actions such as quantitative easing and forward guidance have on
longer-maturity interest rate securities. For more discussion see also Krippner (2016):
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El fin del relajamiento cuantitativo tuvo una influencia en el
nivel de la tasa

From QE to QT: Fed and ECB pushing US long rates higher ILI
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e: Redemptions forecast taken from FEDS Notes “Projected Evolution of SOMA portfolio and the 10-year treasury term premium effect”

Source: FRB, DB Global Research
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El fin del relajamiento cuantitativo tuvo una influencia en el
nivel de la tasa

QE coming to an end will have significant /
implications for global fixed income markets

USD bin Monthly flow of G4 central bank asset purchases (12 month MA) USD bin
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Assumptions: Fed will redeem assets to the terminal eap of $ 50 bn consistent with the FOMC's Sep 2017 decision and the June 2017 addendum. ECB will buy EUR 15 bn worth assets in
Oct, Nov and Dec 18 and then stop buying. BoJ to buy the average of 2013 so far in Oct, Mov and Dec 2018 and then stealth taper from Jan 2018 to bring monthly purchases to zero by Dec
2018, F¥ in the forecast assumed to be the same as Sep 2018,

Source: Fed, ECB, BoJ, BoE, Haver Analytics, DB Global Research
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w28 CFTC CBOT 10-Yr Treasury Notes Net Non-Commercial Positions

El susto de un FED mas “halconesco” —

Latest: -375,365
400,000

300,000

200,000

" M i) MH o

LATM[| \
-100,000
O6-4pe-18 Probability of 4 (or more) Fed Rate Hikes in 2018 o0.000
28.4% / -5.8% 100 300,000

(=]

-400,000
35.0 The Daily Shat®
2013 2014 | 2015 2016 2017 |2018 “an.on0
30.0
weeets  CFTC CBOT 5-Yr Treasury Notes Met Non-Commercial Positions
300,000
25.0 Latest: -579,306
200,000
20.0 100,000
al n.nf\ A A A o
A
15.0 -100,000
-200,000
10.0
-300,000
5.0 -400,000
-500,000
,\,,4__'\& The Daily Shot®
0.0
Jul Aug Sep Oct Nov Dec Jan Feb Mar  Apr =S00.000
The Daily Shot®
-700,000
2017 2018 2013 2014 2015 2016 2017 2018

Source: Bloomberg

Estrictamente privado y confidencial




Las condiciones financieros se hicieron mas restrictivas durante
todo el 2018 y a eso se debe sumar un menor impulso fiscal.

Exhibit 3: Global FCI Exhibit 6: A Fading Fiscal Boost
Index Index Percentage points Percentage points
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China: Recurrentes mini ciclos la han caracterizado desde 2009.
Durante fines del 2017 y gran parte del 2018 las autoridades chinas
frenaron su economia
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*Annual change in fiscal balance, inverted

**12-month moving sum
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2018:Estos ciclos afectan a la economia global: actividad y

commodities
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El tercer viento en contra que afecto el crecimiento global es la escalada
proteccionista que desata el Pdte Trump a contar de mayo del 2018.

Exhibit 1: A Significant Increase in Tariffs Implemented vs. Proposed
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*In April, the White House proposed tariffs on additional $100bn in imports in response to China's retaliation.

Source: USITC, Department of Commerce, Goldman Sachs Global Investment Research
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El comercio global se resiente

Chart 3: Alternative Measures of World Trade
(3m % y/y)
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El ajuste lo lidera Asia emergente, cuya economia esta cada
vez mas enlazada con China

EXHIBIT 1: EM ASIA (EX CHINA) EXPORTS, BY DESTINATION

Export growth in EM Asia (ex China) % y/y, 3mma
accelerated in 2016, helped by 30 1
spillovers from a pickup in China’s
growth momentum. Since October
2018, exports out of the region have 10 u/\_/\ b \
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Source: CEIC, J.P. Morgan Asset Management Multi-Asset Solutions; data as of March 30, 2019,
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Esto incrementa la incertidumbre global

Fulcrum Index of Trade Uncertainty
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Note: The line represents the average of standardised Google searches of the topics ‘Tariff’ and 'Trade
War' in the United States, where values represent units of standard deviation. For each topic, Google
trends assigns 100 to the highest value over the time period (i.e. the day with the most searches), and
0 to the lowest value. The line above plots the average across the two topics after first standardising
each series by its respective standard deviation,

Source: Google Trends.
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Obviamente la guerra al comercio ha afectado la confianza empresarial

Indicador de confianza empresarial de la OCDE
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..y a los indicadores lideres
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A partir de mediados del 2018 se produjo una desaceleracién global

Global growth slowdown broadens
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This time last year the consensus view was of synchronised global growth. The
slowdown in US activity now suggests the synchronisation is in the other direction. The
LIs of 18 of 23 countries are below 100 (implying below-trend growth) and 19
countries’ rate of change is negative. The bright spot remains China, where the OECD
LlIis in the ‘recovery quadrant; recent policy easing will further help the recovery.

Trade war effects beginning to be felt
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US exports to China fell by 25% in November. Whereas the trade war directly affected
the other side of the bilateral trade balance (imports of categories of goods subject to
tariffs fell once the duties went into force), this fall in demand is not due to Chinese
levies. Apple’s revenue guidance downgrade suggests the true reason: Chinese buyers
are shunning US products. This collapse in demand is also evident in US data.

Estrictamente privado y confidencial



A partir de mediados del 2018 se produjo una desaceleracién global

New ordersfinventories collapse dragging down US sentiment Futher slowdown in Germany ahead
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El crecimiento mundial se enfrié especialmente a fines del 2018
Causas: alza de tasas EE.UU.+ ajuste chino + guerra comercial

Macro Drivers But econ activity remains in doldrums

Our leading indicator suggests Chinese exports will fall further Our leading indicators for the US and EA continue to decline

US Surprise index ——TSL US Leading indicator (rhs)

China export growth (Soyoy 3m ma

15 f

Leading indicator*

5 o

& o
»

o

X

E

o o

n n 14
0 - A 1.LJ P ~]'fjl .
4| e oWy o

5 J [F . 1

5 A IS -4 -

- 1 r Iy 0

P ' ~»1H —I F,” ‘China new export 4 -50

-5 U !F—\‘l Aq | A r’ orders PM|, Korea and §
-10 : q [ Taiwan exports, Jpn -100

U machine tool orders
-15 150
2014 2015 2016 2017 2018 2019 2014 2015 2016 2017 2018 2019
Global growth still on the back foot And economic surprises are also underwhelming
w— Global Manufacturing PM — EA Surprise index TSL EA Leading indicator irhs)

Germany new orders/inventones ratio [rhs)

57 15
150 14%
4 126
100 =
1.0%
50 08%
H 0.6%
50 ] 04%
0.2%
100 0.0%
-150 -02%

2017 2018 2019

)
o
s
(5]
[=]
[}

5
o

Estrictamente privado y confidencial



Lamentablemente, esta desaceleracion ha continuado durante
el 2019 y ahora se ha acoplado parcialmente EE.UU.

Citigroup Economic Surprise Indices Manufacturing PMI Indices
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China's manufacturing activities were back in contraction, while

the US* fell to the lowest level in more than nine years
Source: Bloomberg Finance LP., as of 05/31/2018.
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Los inventarios de bienes durables casi en record

FRED n._»,_/ = Merchant Wholesalers, Except Manufacturers' Sales Branches and Offices Sales: Durable
Goods Inventories/Sales Ratio

The Daily Shot*
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Surge entonces la pregunta sobre probable riesgo de recesiéon

Fed models are starting to flash recession on the horizon

Evolution of Atlanta Fed GDPNow real G DP!\;(')\\;
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Sources: Blue Chip Economic Indicators and Biue Chip Financial Forecasls
Note: The top (bomtom) 10 averags forecast is an average of the highast (lowest) 10 forecasts in the Blue Chip survey
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...0 si la llamada recesion industrial contaminara el sector servicios.

How Industrial Recession Can Logistically Spillover to Services

Transport/ Warehouse Worker Hours Worked (YoY%, left) [

~ Durable Good Wholesale Demand /Supply Spread* (%, left)
== Durable Good Manufacturing Workweek + Overtime Hours (right)
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Source: BLS, Census Burcau. Recessions shaded, *Difference between year-over-year percent changes of sales and inventories
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La desaceleracién es global
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O7-un-19 Japan Leading Index
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La desaceleracién es global

Estrictamente privado y confidencial

06-1un-19 AIG Australian Construction Index

Latest: 40.4
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La desaceleracion es global y hasta ahora el délar se ha
mantenido firme

Citi Economic Surprise Index - Global
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Europa vive sus propios problemas: Brexit, desaceleraciéon china, Italia

Chart 2: Euro-area downturn
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Chart 3: Industrial plunge
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Europa vive sus propios problemas: Brexit, desaceleraciéon china, Italia

GERMAN EXPORT GROWTH STALLED AT THE START OF Q2

— IFO manufacturing export expectations index (Left)
— Germany seasonally adj. exports y/y%, three-month average (Right)
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fastFT Sovereign bonds

Germany sells 10-year Bunds at lowest yield on
record

Auction results are latest sign of global shift info highly rated government bonds
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Es probable que China se siga frenando si la guerra comercial
se mantiene

CHINA'S SLOWDOWN TO WORSEN

=15 Lombard real GDP —Official YoY data
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Source: CEIC, TS Lombard
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Por ahora han incrementado el impulso fiscal

Broad fiscal deficit, % of GDP

This has contributed to a significant pickup in fiscal impulse and overall growth early this year
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Han dejado que el RMB se devalue: afectando a otras monedas
y al cobre

COPPER PRICES HAVE FOLLOWED THE CNY LOWER

~ CNY per USD (Left)
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...uno de los indicadores lideres de recesion es la pendiente
de la curva de rendimiento

US recessions shaded grey
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Entonces pasamos del susto de sobrecalentamiento al terror

deflacionario...

US 2yr Government Bond Yield
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Probability of Rate Cut at (or before) July 2019 FOMC Meeting
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En un mundo sin inflacion

06-4un-19 USD Inflation Swap 5yr, 5yr Forward z
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El mercado probablemente ha sobrereaccionado y apuesta por 3 cortes
parala FED

Greater than 50% chance of three cutsin 2019 US 2/10y steeper, but short-end more inverted
A+ cuts US 2¢/10y ——US 3m/2y em=l]S 3m/T18m3m

2+ cuts 3+ cuts

1+ cuts

Fed funds probabilities at Dec-19 meeting 100%
(as of 6-Jun-2019)
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Source: Bloomberg, TS Lombard Source: Bloomberg, TS Lombard
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En Europa también las tasas y break even se derrumbaron

Fa— Germany 10yr Breakeven Rate
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Y el apetito por riesgo ha vuelto a caer

GaveKal velocity indicator

Combination of market-hased spreads & fundamental data aimed at estimating risk appetite
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Los indicadores lideres han apuntado hacia el “sur”

The GaveKal Q indicator Leading the OECD leading indicators
A monthly series of leading indicators and market prices that indicate global growth 54 - 25
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L_a desaceleracion se nota a niveles micro en industrias claves
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GLOBAL SMARTPHONE SALES - ANNUALISED VOLUME

MILLIONS Q42013 - Q1 2019
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El sector automotriz global se ha resentido

Global Auto Sales
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El fin de la era

Estrictamente privado y confidencial

unipolar

30

24

0é

The Era Of Unipolarity Is Over
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* MEASURED AS A COUNTRY S RAW POWER BASED ON ITS POPULATION,

THE SIZE OF ITS ECOMORMY AND IMPORTS, MILITARY EXPENDITURE,
ARMS EXPORTS, AND PRIMARY ENERGY CONSUMPTION.
SOURCE: BCA CALCULATIONS.



La caida del muro significo el mayor aumento en la oferta laboral de la
historia

CHART 1
America Wins The Cold War...
% ¥
GLOBAL
el EXPORTS* (LS)
""" POPULATION LIVING IN CAPITALISM** (RS}
_____ = 100
2
20
- 80
18~ American
unipolar
L — moment
16 - \
/ — ——— 7 60
14 _ -7
12 - - 1w
U @ orbachev admits
that the “jig is up” © BCA Research 2018
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* SHOWN AS A PERCENTAGE OF GLOBAL GDP. BASED OM IMF DATA, SHOWHN SMOOTHED.
* PERCENTAGE OF THE GLOSAL POPULATION LIVING IN COUNTRIES WITH A FRASER INSTITUTE ECONOMIC FREEDOM INDEX EQUAL TO OR
GREATER THAN FIVE. BASED ON FRASER INSTITUTE AND WORLD BANK DATA.
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Ello le produjo un golpe a la clase media de paises desarrollados

Globalization: No Friend To Developed-Market Middle Class

DM
GLOBAL GROWTH INCIDENCE CURVE, bper
70 | 19882008 Iplil
class
®
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50 |

EM middle class
40 L
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CUMULATIVE GROWTH RATE (%) OF REAL PPP INCOME

& BCA Research 2018

1 1 1 1 1 1 1
10 20 30 40 a0 60 70 80 90
PERCENTILE OF GLOBAL INCOME DISTRIBUTION

NOTE: Y-AXIS DISPLAYS THE GROWTH RATE OF THE FRACTILE AVERAGE INCOME (IN 2005 PPP USD). WEIGHTED BY POPULATION. GROWTH INCIDENCE
EVALUATED AT VENTILE GROUPS (E.G. BOTTOM 5%); TOP VENTILE IS SPLIT INTO TOP 1% AND 4% BETWEEN P25 AND P99. THE HORIZONTAL LINE SHOWS THE
GROWTH RATE IN THE MEAN OF 24.34% (1.1% PA.).

SOURCE: LAKNER AND MILANOVIC (2015).

DATA AVAILABLE AT: HTTP:/GO.WORLDEANK.ORG/NWBUKIZJPO.

GLOBAL INCOME DISTRIBUTION: FROM THE FALL OF THE BERLIN WALL TO THE GREAT RECESSION, CHRISTOPH LAKNER AND BRANKO MILANOVIC, WORLD
BANK ECONOMIC REVIEW, ADVANCE ACCESS PUBLISHED SEPTEMBER 26, 2015.
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El alza de China ha sido sin precedentes

China's Economic Rise Has Been Extraordinarily Fast...

GDP PER CAPITA

IN 1990 INTERNATIONAL DOLLARS* ...Leaving little time to resolve the Thucydides Trap
.S, (1800-1961)

CHINA (1983-2015)

wesans JAPAN (1898-1975)
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4,000 |

@ BCA Research 2013
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* IN GEARY-KHAMIS DOLLAR; SOURCE: ANGUS MADDISON.
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Y ese auge ha generado una concentracion del ingreso en paises

desarrollados

%

AS A % OF GLOBAL EXPORTS":
— KOREA
=== CHINA
JAPAN
== GERMANY
-- us. -

o' ® BCA Research 2018
| | | | | | | | 1
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* SOURCE: IMF DIRECTION OF TRADE STATISTICS.

China’s Share Of Global Exports Has Skyrocketed
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China Imports Conspicuously Little U.S. IP

u.s.:
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* SOURCE: BEA. @ BCA Research 2018

Inequality Fuels Political Polarization
%

U.Ss.:
— SHARE OF INCOME ACCRUING 112
TO TOP 1% OF FAMILIES® (LS)

20 -~ - POLITICAL POLARIZATION™ (ADVANCED, RS)
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\”"'“‘; @ BCAResearch 2018 _| 4
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* EXCLUDING CAPITAL GAINS. SOURCE: PIKETTY AND SAEZ (2013).

** A MEASURE OF PARTISANSHIP THAT GAUGES THE EXTENT TO WHICH
MEMEBERS OF CONGRESS VOTE WITH THE MAJORITY OF THEIR OWHN PARTY;
SOURCE: NOLAN MCCARTY, KEITH POOLE AND HOWARD ROSENTHAL.
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Des-integrar la economia globalizada puede tener costos incalculables

El problema es que a EE.UU. le duele menos

% Foreign value added share of gross exports %
= QECD Total - Japan - Korea
== Mexico = [Jnited Kingdom United States
== China — - Euro Area
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Des-integrar la economia globalizada puede tener costos incalculables

Exports as % of GDP

% %

United States = United Kingdom = China
= = Japan — Korea = Mexico
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Des-integrar la economia globalizada puede tener costos incalculables

% Domestic employment embodied in foreign final demand: %
manufacturing
50 == Canada = France = (Germany ltaly 50
= =Japan = United Kingdom =—United States
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DIAGRAM 1
A Simple Decision Tree Says Geopolitical Risks Are Huge

El alza del proteccionismo como idea politica hace menos probable llegar a acuerdos

US. IMPOSES

20%

45%

WORTH OF CHINESE
IMPORTS

50%

55%
80%

© BCA Research 2018
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* TOTAL DOES NOT SUM TO 100 DUE TO ROUNDING.
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En Resumen

« La economia global se sigue desacelerando, en especial el
comercio global. Los indicadores lideres no han repuntado.

«  En los ultimos trimestres EE.UU. se “acopld” a la
desaceleracion global, a pesar de que el empleo sigue bien.

« El rebrote de la retorica proteccionista le producira un nuevo
dano a la confianza empresarial global. AUn no sabemos la
profundidad del dano.

«  ;Quién conoce la funcion de reaccion del Pdte Trump?

«  Parece probable que la relacion China/EE.UU esté
estructuralmente danada.

« La economia global tiene lamentablemente varias zonas de
fractura que podrian reaccionar mal ante una desaceleracion
aguda del crecimiento: Europa (y sus bancos), deuda
corporativa emergente y en EE.UU., auge del populismo.

« Es probable que veamos un ciclo mas prolongado de bajas de
tasas a nivel mundial.
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