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October 2018 Monthly Commentary 
&RUQ�DQG�EHDQV�PRYHG�KLJKHU� LQWR�PLG-PRQWK�RQ� H[WUHPHO\�ZHW� FRQGLWLRQV�� KDUYHVW� GHOD\V�� DQG�TXDOLW\� LVVXHV�� EXW�
ZRUNHG�ORZHU�LQWR�PRQWK�HQG�RQ�WKH�UHDOL]DWLRQ�WKDW�H[SRUWV�ZHUH�GURSSLQJ�RII�IDVW���86�FRUQ�ZHQW�IURP�WKH�FKHDSHVW�
JUDLQ�LQ�WKH�ZRUOG�WR�WKH�PRVW�H[SHQVLYH�FRUQ�DV�$UJHQWLQD��8NUDLQH��DQG�%UD]LO�PRYHG�EHORZ�86���([SRUW�EXVLQHVV�
KDV� GURSSHG� RII� VLJQLILFDQWO\�� � :KHDW� EDUHO\� PDGH� D� KLJK� PLG-PRQWK� DV� 5XVVLD� FRQWLQXHV� DJJUHVVLYH� ZLWK� WKHLU�
H[SRUWV���:KHDW�PDGH�QHZ�ORZV�ODWH�LQ�WKH�PRQWK�ZLWK�&KJR�GRZQ���IRU�WKH�PRQWK��.&�GRZQ�����DQG�0SOV���ORZHU���
&RUQ�ZDV���KLJKHU��DIWHU�WUDGLQJ����KLJKHU�DW�PLG-PRQWK����%HDQV�ILQLVKHG�WKH�PRQWK���FHQWV�ORZHU�ZLWK�PHDO�GRZQ�
������DQG�RLO�GRZQ����SRLQWV� 

,Q�FRUQ��\LHOG�LGHDV�DUH�JHQHUDOO\��-��EX�D�EHORZ�WKH�86'$�ZKLFK�FRXOG�PHDQ�D����-����PLOEXV�GURS�LQ�FURS�VL]H���$W�
WKH� VDPH� WLPH� KRZHYHU�� H[SRUWV� KDYH� VORZHG� DQG�PD\� EH� ORZHU� WKDQ� SUHYLRXVO\� WKRXJKW� DV� 86� LVQ¶W� FRPSHWLWLYH�
DQ\PRUH���([SRUWV�FRXOG�HQG�XS���-����PLOEXV�EHORZ�WKH�86'$¶V������PLOEXV���(WKDQRO�PDUJLQV�KDYH�FRPH�XQGHU�
VLJQLILFDQW�SUHVVXUH� LQ� UHFHQW�PRQWKV�� � ,� DP�QRW� VXUH� \HDU� URXQG�(���FDQ�VDYH� WKH�GD\�� �������HQGLQJ�VWRFNV� OLNHO\�
UHPDLQ�LQ�D�����-�����PLOEXV�UDQJH�ZKLFK�LV�UDWKHU�XQH[FLWLQJ���7KH�PDUNHW�LV�DOVR�DQWLFLSDWLQJ�D�PRGHVW�WR�VL]DEOH�
LQFUHDVH� LQ� FRUQ� DFUHDJH� LQ� WKH�86�QH[W� VSULQJ��ZKLFK��ZLWK� LQFUHDVHV� LQ�6RXWK�$PHULFDQ� FURSV� WKLV� URXQG�� VKRXOG�
UHVXOW�LQ�SOHQWLIXO�86�VWRFNV�E\���������7KHUH�LV�UHDOO\�QRWKLQJ�FRPSHOOLQJ�ORRNLQJ�IRUZDUG�XQOHVV�6RXWK�$PHULFD�KDV�
FURS�LVVXHV�DJDLQ�ZKLFK�LVQ¶W�H[SHFWHG�FXUUHQWO\��DQG�ZRXOG�EH�UDWKHU�UDUH�WZR�\HDUV�LQ�D�URZ���:LOO�EH�ORRNLQJ�WR�VHOO�
VWUHQJWK�� 

7KH�SUHVVXUH� LQ�ZKHDW�KDV�FRPH�IURP�5XVVLD�VXSSO\LQJ� WKH�ZRUOG�GHVSLWH�PDMRU�H[SRUWHU� WLJKWQHVV�RQ�SDSHU�� �7KHLU�
FURS� LGHDV�PRYHG�KLJKHU�DV�6LEHULDQ�KDUYHVW� UHVXPHG�DQG�H[SRUW� IRUHFDVWV�DUH�QRZ�QHDU����PPW� -�QRW� IDU� IURP�WKH�
86'$¶V����PPW��ZKLFK�ORRNHG�SUHWW\�KLJK�D�IHZ�PRQWKV�DJR����,W�VHHPV�WKH�JRYHUQPHQW�LV�JHWWLQJ�FRQFHUQHG�DERXW�
WKH�H[SRUW�SDFH�DQG�PHDVXUHV�PD\�EH�WDNHQ�LQ�WKH�QH[W�FRXSOH�PRQWKV�WR�VORZ�WKH�SDFH���7KHLU�LQWHUQDO�SULFHV�VKRXOG�
GR�WKH�MRE�LI�WKHLU�GRPHVWLF�PDUNHW�LV�JHWWLQJ�WLJKW��ZKLFK�FRXOG�PDNH�86�WKH�FKHDSHVW�ZKHDW���86�65:�DQG�$UJHQWLQH�
ZKHDW�DUH�FXUUHQWO\�WKH�FKHDSHVW�ZKHDWV��EXW�WKHUH�DUH�QRW�PDQ\�RIIHUV�RI�65:�IRU�H[SRUW���:H�ILQDOO\�GLG�VHOO�D�FDUJR�
RI�65:�WR�(J\SW��EXW�JLYHQ�GLVFRXQWHG�IUHLJKW�LQ�WKDW�GHDO��LW�PD\�QRW�EH�D�UHJXODULW\�JRLQJ�IRUZDUG���$XVWUDOLDQ�FURS�
LGHDV� KDYH� EHHQ� ORZHUHG� WR� ��-���PPW� YV� WKH�86'$¶V� �����PPW�� � ([SRUW� LGHDV� DUH� LQ� WKH� �-��PPW� UDQJH� YV� WKH�
86'$¶V����PPW���$XVWUDOLD¶V�KDUYHVW�UHVXOWV�KDYH�EHHQ�TXLWH�GLVDSSRLQWLQJ�LQ�WKH�HDVW�DQG�WKHUH�FRXOG�EH�DGGLWLRQDO�
UHGXFWLRQV�� � *LYHQ� WKH� $XVWUDOLDQ� UHGXFWLRQV�� WKHUH� VWLOO� PD\� EH� D� ZLQGRZ� IRU� 86� ZKHDW� WR� GR� H[WUD� EXVLQHVV���
5HJDUGOHVV��LW�ZLOO�EH�GLIILFXOW�WR�WLJKWHQ�WKH�86�6	'���7KH�QH[W�F\FOH�LQ�ZKHDW�KDV�VWDUWHG�ZLWK�ZLQWHU�ZKHDW�VHHGLQJ�
RQJRLQJ�LQ�WKH�1RUWKHUQ�+HPLVSKHUH���86�+5:�DFUHDJH�LGHDV�KDYH�JRQH�IURP�XS��-����WR�IODW�WR�GRZQ�VOLJKWO\�ZLWK�
ZHW�ZHDWKHU���7KHUH�LV�VRPH�FRQFHUQ�DERXW�GU\QHVV�LQ�WKH�(8�IRU�ZLQWHU�ZKHDW�VHHGLQJ�EXW�PRVW�PDMRU�FURSV�DUH�OLNHO\�
WR� UHERXQG� LQ� ������ –� 86�� (8��5XVVLD��$XVWUDOLD� VKRXOG� DOO� SURGXFH� VLJQLILFDQWO\� ODUJHU� FURSV� ZKLFK� VKRXOG� OLPLW�
ORQJHU�WHUP�VWUHQJWK� 
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7KH� EHDQ� VLWXDWLRQ� UHPDLQV� GHFLGHGO\� QHJDWLYH� HYHQ�ZLWK� D�&KLQD� UHVROXWLRQ�� � 7KH�86� KDV�PLVVHG� LWV�PDLQ� H[SRUW�
ZLQGRZ���,I�WKHUH�LV�D�UHVROXWLRQ�ULJKW�DZD\��WKH�86'$¶V�H[SRUW�IRUHFDVW�FRXOG�EH�DWWDLQDEOH�DQG�SRVVLEO\�ORZ�LI�&KLQD�
LPSRUW�LGHDV�UHYHUW�EDFN�WR�����PPW�LQVWHDG�RI���LVK�FXUUHQWO\���+RZHYHU��LW�LV�QRW�NQRZQ�KRZ�PXFK�RWKHU�PHDOV�DQG�
IHHGVWXIIV�WKH\�KDYH�KDYH�SODQQHG�WR�VXEVWLWXWH��VR�����PPW�PD\�EH�D�VWUHWFK���(YHQ�ZLWK�D�VOLJKWO\�ORZHU�\LHOG�DQG�
�����H[SRUWV�� ������FDUU\RXW�ZLOO� EH� LQ� WKH����-���� UDQJH�� �7KDW� LV� VRPHZKDW�GLIIHUHQW� WKDQ������PLOEXV�� EXW� VWLOO�
PRUH�EXUGHQVRPH�WKDQ�WKH�������VLWXDWLRQ�ZKHQ�IXWXUHV�ZHUH�LQ�D���-��UDQJH�� � �$QG�ZLWK�D�UHVROXWLRQ�OLNHO\�FRPHV�
OLWWOH�QR� UHGXFWLRQ� LQ�EHDQ�DUHD�ZKLFK�FRXOG�EDOORRQ�������FDUU\RXW�� HVSHFLDOO\� LI�$UJHQWLQH�SURGXFWLRQ� UHERXQGV�DV�
H[SHFWHG���,¶P�ORQJ�WHUP�QHJDWLYH�EXW�WKHUH�LV�VWLOO�KHDGOLQH�ULVN�ZLWK�IXQGV�VWLOO�VKRUW�LI�D�UHVROXWLRQ�LV�PDGH���,W�PD\�EH�
KDUG� WR� VWD\� VKRUW� LQ� IURQW� RI� WKH� *��� PHHWLQJ� DW� WKH� HQG� RI� WKH� PRQWK� EXW� VWUHQJWK� ZLOO� EH� YLHZHG� DV� D� VHOOLQJ�
RSSRUWXQLW\� 
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