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GLOBAL MARKET SNAPSHOT

Equity Markets:

Global equities tumbled as strong retail data out of the U.S. did little to offset the negative indicators out of China
and the Eurozone. Chinese shares tumbled following weaker than expected data out of the industrial and retail
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Bond Markets:

Global bonds rallied, particularly the havens, as Japan’s 10-year yield was cut in half to 0.03%, Treasuries declined
-2bps to 2.89%, and Gilts were -5bps to 1.24%.
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Currency Markets:

The U.S. dollar index gained 0.4%. Reflective of the flight to safety, Japanese yen 0.2% was the only G10 cross to
see gains against the greenback. Norwegian krone -0.7% was the laggard in the group as falling oil prices hurt.
Mexican peso led among all currencies, strengthening 0.4% on the day and seeing a 1.3% rally intraday, as we
head into a weekend where the new president Andres Manuel Lopez Obrador will unveil his 2019 budget
proposal when he sends it to congress.
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Commodity Markets:

The Bloomberg Commodity Index declined -1.5% as Chinese data weighed on demand expectations. The biggest
contributors to the decline were natural gas and WTI that fell -8.2% and -2.6%, respectively. A stronger dollar
also served as a headwind with gold weakening -0.4% to $1,242 per ounce.
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MACRO OVERVIEW

As alluded to above, we received macroeconomic data out of China, Europe, and the U.S. We also had a
surprise interest rate increase from the Bank of Russia, as the key rate was increased 25 bps to 7.75% in an
effort by the bank to head off inflation that they expect to increase to 5.0-5.5% next year.

The growth of China’s industrial sector fell to 5.4% year-over-year, from 5.9% in October, a 33-month low.
Weakness in foreign demand was a key contributor with the industrial sales for export component dropping
to 7.6% year-over-year, from 14.7% in the prior period. The growth of service industries was stable at 7.2%.
The pace of retail sales also declined, rising 8.1% year-over-year in November, down from the 8.6% annual
rate seen the prior month.

Chart 1: Industrial Production (real, % y/y) Chart 2: Retail Sales (% y/y)
20 - Industrial Value-added - 20 16 1 Nominal 16
y | ' Real
CE Industrial Output Index J L
. tp | |- 14 14
12 4 12
10 10
10 4 10
5 L 5
8 ]
a
0 —— ] . .
-5 T T T T T T T -5 -4 T T T T T T 4
1 12 13 14 15 16 17 18 12 13 14 15 16 17 18

Source: Capital Economics

The Eurozone’s Composite PMI for December came in at 51.3, a 49-month low, down from 52.7 in
November. The Services PMI was 51.4, also a 49-month low, while the Manufacturing PMI decreased to
51.4, a 34-month low. Both components undershot expectations. According to the release, “New business
inflows almost stalled, job creation slipped to a two-year low and business optimism deteriorated. An
undercurrent of slowing economic growth was exacerbated by protests in France and on-going weak
demand for autos.”
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U.S. retail sales data was a lone bright spot as control group retail sales grew by 0.9% month-over-month
in November versus expectations of a 0.4% increase, while October’s reading was revised higher to 0.7%.


http://www.stats.gov.cn/english/PressRelease/201812/t20181214_1639530.html
https://www.markiteconomics.com/Public/Home/PressRelease/643fce2cd9e1403db4d1a6cc994a81fd
https://www.census.gov/retail/marts/www/marts_current.pdf
https://www.cbr.ru/eng/press/keypr/

The more volatile headline index increased just 0.2% this month as gas station sales saw a decline of -2.3%
due to lower fuel prices.
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To unsubscribe from this market distribution please email RockCreekMarketUpdates@TheRockCreekGroup.com and your email address will be removed.

The information contained herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or to
participate in any strategy. Nothing contained herein shall be relied upon as a promise or representation as to the past or future performance.

This material represents the views of RockCreek. This information should not be construed as investment advice. Some of the information may be provided to discuss general market
activity, industry or sector trends, or other broad-based economic, market, or political conditions. Information and opinions are as of the date of this material only and are subject to
change without notice. RockCreek has no obligation to provide any updates or changes to such information.

The opinions, forecasts, assumptions, estimates, and commentary contained in this material are based on information provided to RockCreek on both a formal and informal
basis. Further, any such opinions, forecasts, assumptions, estimates, and commentary are made only as of the date of this material, are subject to change at any time without prior
notice and cannot be guaranteed as accurate.
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