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Chart 1:

2018: Paradigm shift away from reflation scepticism to inflation fear:
Thanks to Trump's put on the US economy ...
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Chart 2:
Markets now present late cycle dynamics...
As inflation and financial stability become the main worries, equities can no longer rally without causing higher real yields, US$ & tighter FC:
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Chart 3:
Beware a breakout in real yields NOT validated by higher growth expectations...

... The ERP has recently recovered on stellar earnings and prospects of upcoming buybacks but credit spreads continue to tell a different story:
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Chart 4:
In 2000, an inflation scare (and wish to burst the equity bubble) caused the Fed to hike 50bps...
Even as markets were already sensing a growth slowdown:
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In 2007, the divergence between ERP and Accommodation also signalled the end of the cycle:
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Chart 6:
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No signs that higher yields are starting to take their toll on the economy?

Credit surveys have certainly taken a dive... first signs of cracks...
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Chart 7:
Credit supply is slowly tightening for consumers with demand trending lower:
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Chart 8:

Higher equity volatility is also a late cycle feature...
... The February VIX spike also marks the regime change:
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Chart 9:
Real Interest Rates differentials DO matter but the first USD downleg only corrected an overshoot:
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Chart 10:

Growing evidence that global growth has peaked...

... The OECD Global Leading Economic Indicator Diffusion Index has dropped below 50, consistent with negative global equity returns:
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Chart 11:

Inflation scare averted?
A string of milder-than-expected inflation reads:
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Chart 12:
China: Soft CPI gives scope for a monetary boost...
... Should trade tensions persist and cut into growth:
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Chart 13:

Concerns about Chinese growth seem overblown with the credit impulse stable...
... Australia (whose business cycle remains tied to China) stands to benefit:
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Chart 14:
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Emerging Markets ex Asia no longer dance to China's tune...
Moreover, China's credit impulse has remained stable -- against expectations:
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Chart 15:
EM 4 FX (Sa, Brazil, India, Russia) vs Real Yield & prospective growth differentials:

The real poison for EM is higher US yields and lower growth prospects (2013 taper tantrum)...

Today, the solid growth recovery in EM ex Asia (even relative to the US) means less sensitivity to higher US rates:
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Chart 16:
The US consumer remains jubilant... But no US$ in his pocket:
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Chart 17:

Despite the continued increase in credit & leverage:
Private domestic demand (the sustainable part of GDP) collapsed back to 2016 lows in Q1:
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Juliette Declercq

The above is only meant to be a roadmap to help CIOs navigate risks more safely.

Specific levels and trades can be discussed separately on BBG or phone.
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This report is a piece of research ("JDI research"”) provided by JDI Research Limited a private limited company registered
in England and Wales, company number 09977951 ("JDI research limited").

JDI research is provided only to investment professionals who have been pre-qualified to receive it by JDI research
limited. Each piece of JDI research is sent to one or more investment professionals who have requested that JDI research
limited provides research to them. Each piece of JDI research is intended for the use of the person to whom it is
addressed (the "Addressee”) and the colleagues affiliated to the same entity as the Addressee as agreed in writing
between the Addressee and JDI research from time to time (the "Additional Addressee(s)"), if any. If you are not the
Addressee or an Additional Addressee, please delete this piece of JDI research and destroy any copies. Please also
email or telephone Juliette Declercq at JDI research (+44) 7769724879 or juliette.declercq@jdiresearch.com so that JDI

research can take steps to see that you do not receive further JDI research.

JDI research is not an offer to buy or sell any specific investment. JDI research is and is intended to be a general market
view. It is not and is not intended to be general or specific investment advice nor a personal recommendation concerning
a specific investment, investment product or investment service. JDI research limited expects that all investment
decisions taken by Addressees or Additional Addressees will be decisions made by the Addressee or Additional
Addressee based on specific advice or specific recommendations made by an investment adviser or taken by an
investment manager. Since JDI research limited does not provide investment advice nor carry on any other investment
business it is not regulated by the U.K Financial Conduct Authority nor by any other regulator of investment business.
JDI research is based on publicly available information, obtained from sources that JDI research limited considers to be
reliable. However, JDI research limited does not represent that it is accurate and it should not be relied on as such. The
opinions and conclusions expressed in any piece of JDI research are current as of the date of publication and JDI
research limited does not accept any responsibility to update any such opinions or conclusions in the light of developing
events or circumstances. All forward looking statements, even if they appear to be presented as fact, must be treated as
opinions or judgements, and JDI research limited accepts no liability or responsibility if any opinion or judgement proves
to be inaccurate in whole or in part. Without limitation of the foregoing, JDI research limited shall not be not liable for any
loss or damage of any kind resulting in any way from or alleged to result in any way from JDI research or the use of JDI
research by any Addressee or Additional Addressee or by any other person.
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