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The Virtuous Cycle N

ARMADA

TOO MANY PEOPLE SPEND MONEY THEY HAVEN'T EARNED,
TO BUY THINGS THEY DON'T WANT, TO IMPRESS PEOPLE THEY DON'T LIKE.

alonkdiDgmaflcom, 2008
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We ARE a Big Country N
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US States Renamed for Countries with Similar GDPs, 2015
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$30,000 $2 500,000
BELGIUM MACAU COSTARICA  NORWAY
BAHRAIN
e MALAYSIA | BELARUS
RIS umeosTN| [ SYRIA
MoRocco  GREECE i ki W
VTR Wiz | TURKEY g o

LANDS LAND
o BT oo RepuBLe o DoMCAN \\ SAUDI ARABIA
DENMARK ~ BANGLADESH - MYANMAR

PORTUGAL SOUTHAFRICA  ARGENTINA THAILAND

IRAQ

ISRAEL  UKRAINE KUWAIT
ANGOLA FINLAND HUNGARY
CHILE TAMVAN
e PHILIPPINES INDONESIA
SRI LANKA
. A=
SOURCES: BUREAU OF ECONOMIC ANALYS!S AND INTERNATIONAL MONETARY FUND Ca rpe Diem

3 | Chris.kuehl@armadaci.com www.armada-intel.com November 19, 2018



Whew! That’s Over for a Few Days N

ARMADA

e Hello gridlock - polls suggest that many in business
may actually welcome this. On the other hand many
important issues will now stall.

e Most likely changes

— Strange alliance between populist right and left over
issues of trade

- Democrats will oppose deregulation in many areas

— Health care will dominate House agenda

— Positioning against GOP and Trump will start right away
e Areas that likely will not change

— Still no interest in dealing with debt and deficit

— No real movement on infrastructure development

— No reduction in political acrimony
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Major Global Issues P
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Brexit — Will the UK survive this and what will it look
like? Implications for the US

New leadership in Latin America - Andres Manuel
Lopez Obrador in Mexico, Jair Bolsonaro in Brazil. Do
we have a Chavez or Lula in AMLO? Is this the return of
the junta in Brazil?

Twilight for Germany’s Merkel? Who replaces her as far
as Europe is concerned? Rise of populist right
throughout Europe.

Saudi Arabia under a global cloud. Will Turkey or Iran
take advantage?

India makes move on Chinese market share as tariffs
and trade wars alter the playing field

Cutting loose from the US - allies question loyalty
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Clearly Still the Big Dog P’
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The World Economy
Gross Domestic Product (GDP) by Country 2017

World’'s Region

AFRICA
AUSTRALIA

HONG KONG $0.34T 0.43%

SINGAPORE $0.32T 0.41% ‘h

LATIN AMERICA
AND CARRIBEAN

MALAYSIA $0.31T 0.4%

PHILIPPINES $0.31T_0O.39% MIDDLE EAST

PAKISTAN $0.3T 0O.38% EUROPE
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15.4%

SRAEL 0.40% UNITED
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COLOMBIA 1T 0.39% $°r§s SOUTH AFRICA $0.35T 0.44°%6
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CHILE $0.28T 0O.35% FINLAND $0.25T 0O.32%

EGYPT $0.24T 0O.3%
AUSTRIA $0.42T 0O.52%

DENMARK $0.32T 0.41%

Article and Sources:

https:/howmuch.net/articles/the-world-economy-2017 h h .net
http://databank worldbank.org/data/download,/GDP.pdf OWMU c
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Growth Up Slightly ARMADA

GroeaL Economic OutLook

Analysts are upbeat on global economy thanks to strong fundamentals
2018 GDP Growth Forecasts

Annual Variation in %
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FocusEconomics Consensus Forecast Major Economies - February 2018 edition
www.armada-intel.com November 19, 2018
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New Alliances S O
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Root of China’s Vulnerability

15

12

Chinese GDP growth and its components

= Consumption Investment Net exports —GDP
%
i /\‘
-‘-"---.___ Secenn,,
2006 2008 2010 2012 2014 2016 2018

Sources: Central Bureau of Statistics of China, CEIC and BOFIT.
28 September 2016
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Global Threats w
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THREATS TO ECONOMIC GROWTH

Terrorism and cyber threats moved up; uncertain economic
growth and exchange rate volatility moved down Figures in (%)

2017 2018
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Source: Pw(, 21st Annual Global CEO Survey
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Birth of the USMCA e
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e Nafta is Dead - Long Live Nafta

— Replaced by USMCA - try singing to the tune of YMCA
— Now has to be approved and ratified by US Congress,
Mexican Congress and Canadian Parliament
e Three Sticking Points

— Auto sector - more US domestic content, higher wages
demanded in Mexico, more assembly in US

— Dairy Business - reduced Canadian subsidies to dairy and
easing of restrictions on imported product from US

— Dispute resolution — arbitrary threats from any against any
member rejected - has to go to independent arbitration

panel. This may have an impact on steel and aluminum
tariffs
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Dependence P
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The economies most dependent on oil
Estimated oil exports as a % of GDP in 2018
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Who Buys? N
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TOP 5 IMPORTERS OF WORLD

MILLION OF BARRELS PER DAY

UNITED STATES
m JAPAN

CHINA

GERMANY

SOUTH KOREA

UNITED JAPAN CHINA GERMANY
STATES
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Higher Prices e

ARMADA

I Tighter times

Brent crude oil price, $ per barrel World liquid fuels, production and
consumption balance
120 barrels/day
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Sources: Thomson Reuters; US Energy Information Administration

The Economist
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Small Hikes W
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FED FUNDS RATE FORECAST
JAN. SURVEY

&%

2019 2020 LONG RUN
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Who Buys and Who Sells N
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Steel Tariffs QE?
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e Decades of neglect in the steel industry

e Original tariff system included everybody - then almost
everybody was exempted. Then they were not. Today
Brazil, Argentina and South Korea have exemptions.
Canada and Mexico likely are next and so is Europe

e Steel makers - once bit, twice shy

e Manufacturers feeling pinch already unless they could
use the 232 exemptions

e China is not a factor as far as exporting to US. They
sell aggressively to everybody else and that pushes
other nations to sell aggressively to the US
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Where Does it Come From?
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Where the U.S. Gets its Steel

Countries from which the U.S. imported the most steel mill products in 2017 (in metric tons)

canada I+ | 5.675,815
srazil KE3 | 665,427

south korea ‘o || EGTNKNGNNNGNNEEEEEE :<01.404
mexico 1IN [ NNEG s 1c5.117
Russia me | 866,695
Turkey KN | 077865
japan | NG 1.727.843
Germany T [ 1.380,433
Taiwan [l [ 1.128.356
India mie | 743.020

china il [ 740.126
vietnam IR I 679.092

@®O

@statistaCharts Source: U.S. Department of Commerce, Enforcement & Compliance

statista%a
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Manufacturing States N
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The U.S. States Most Reliant On Steel Imports

Percentage share of steel and aluminum in state total imports in 2017

Missouri 7.4%
Louisiana 7.3%
6.4%
- 2 Maryland 5.5%
F 2.9%
‘ lowa 4.7%
' West Virginia 4.7%
h 4.0%
: 3.5%
@® 75-6.1 3.3%
@ 60-45 3.2
4.4 -3.0 3.1%
g:':)taggcg?ts Source: Brookings analvsis of Census Bureau data Forbes statista®a
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Robots '
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Estimated worldwide operational stock of
industrial robots 2015-2016 and forecast for 2017*-2020*
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Economic Indicators Strong ARMEM

U.S. Index Of Leading Economic Indicators Surged In 2017

" __The Conference Board Leading Economic Index (LEI) for the U.S. |
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Source: The Conference Board
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US PMI Numbers '
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European PMI Q7
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Manufacturing & Nonmanufacturing PMIs
Figure 1.
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* An index above 50 indicates an increase in activity. An index below 50 indicates a decrease in activity.
Source: Haver Analytics.
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Overall CMI

Q7
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Combined Index Monthly Change
(seasonally adjusted)
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What Lies Ahead QE?
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 Politics - Election is over but campaigns fir 2020 will
start almost immediately. Lots of positioning as there
will likely be GOP challenges to Trump.

e Geopolitics and Geoeconomics - Big elections taking
place in Mexico and ltaly. Start of crisis in Germany?
Chinese consolidation of power and influence.

e Innovation - How far does on-line go? Are brick and
mortar doomed? What role for robotics? Will
autonomous vehicles make a big entry this year? What
industry is set for next big shake-up?

e Changing of the guard - Boomers giving way to
millennials and what the heck happened to the Gen-
Xers
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Four Things to Keep You Tossing and N |
Turning - The Predictions ARMADA

e Inflation is coming - commodities are rising fast
(especially industrial metals and oil). Now wages are
rising at 2.9% annual rate. Look for a core rate of
around 3.0% and real rate around 5.0%

e Labor shortage is getting acute - 10,000 boomers retire
every day. Problems in manufacturing, construction,
transportation and even health care. Unmployment
rates will stay low through 2019 - between 4.0% and
5.0%

e Debt and deficit - US now faces a debt that is 110% of
GDP and it should not be more than 60%. Deficit is
almost 4.5% of GDP and it should never exceed 3.0%
This is going to get MUCH worse.

* Trade wars - Most will fizzle out - agreements will
come with Nafta, Europe and even China.
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So True! W
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If all'tt &uﬂqrupg Were laic
end to end theysdinever.r. eacha

wmud)\m
Georgebernard onaw

2e BrainyQuote
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For Those that Can’t Get Enough of This N
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e chris.kuehl@Qarmadaci.com

e Who Are We - check out the
website at www.armada-
intel.com

e Sign up for the FREE
Business Intelligence Brief
and take a look at the Black
Owl Report in a FREE one
month trial.

e We are “economists for
rent”. We just love to help
with strategic planning by
pointing out all the
potential pitfalls and
challenges!
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