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e The Reserve Bank of Australia met this week, and while no 14% +|—BCB: Feb-07 @ 6 r 14%
changes to interest rates were made, the central bank signaled 129 | | 100
a shift away from a hawkish stance, to a more neutral bias.
European economic data continue to disappoint as well, with 10% 1 [ 10%
German factory orders missing expectations. As economic data 8% | | g0
continue to soften, the ECB may also begin a shift to a more
dovish stance on monetary policy as well. 6% 1 T6%
e With a new administration seeking to implement its reform 4% ¢ T 4%
agenda, the central bank of Brazil decided to hold policy rates ol 1 20
at this week’s meeting. Central bank officials also suggested —'_'_H_‘_‘—\__,_
rates will remain on hold until progress on reforms is made. 0% 5 o o " 0%
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Quarter-End Interest Rates °
Federal Funds Target Rate 1.75 2.00 2.25 2.50 2.50 2.50 2.75 2.75 0.52 1.13 1.96 2.63 2.69
Conventional Mortgage Rate 4.44 4.57 4.63 4.64 4.45 4.55 4.65 4.70 3.65 3.99 4.54 4.59 4.65
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U.S. Review
Piecing Together an Outlook with Limited Data

The flow of delayed economic reports picked up this week, with
reports on factory orders and international trade providing a
clearer picture of what Q4 real GDP growth was. The weakness in
factory orders continued along its recent trend, with overall orders
falling 0.6% in November and orders for nondefense capital goods,
excluding aircraft, falling by that same amount. Factory orders
have been trending lower, as uncertainty surrounding trade
negotiations caused firms to become more cautious. Many firms
also built precautionary inventories of key components ahead of
the implementation of tariffs last year. Those stocks have been
gradually depleted, and firms do not appear to be taking similar
precautious ahead of a jump in tariffs that potentially could take
place on March 1. If that is the case, businesses are less prepared
for a ratcheting up of tariffs, and such a move might prove much
more disruptive if it were to occur.

Data on international trade for November were largely consistent
with this thesis. The nation’s trade deficit narrowed by $6.4 billion
to $49.3 billion. Imports fell 2.9%, while exports fell 0.6%. The
drop in imports likely reflects the drawdown in inventories of
imported raw materials and components that were built up ahead
of the implementation of tariffs last year. We will likely see a
rebound over the next two months, as shipments from China were
likely pulled into December and January ahead of the Lunar New
Year. Even with a rebound in December imports, the trade deficit
is likely to either produce less of drag on GDP growth during the
fourth quarter or may actually add to growth. Q4 real GDP might
grow as much as 3%, well ahead of our most recent forecast. The
swing in trade is hard to judge, however, as there is also likely to
be a corresponding drop in inventories. We suspect imports will
rebound, which could produce a large drag for Q1-2019.

Gauging the economy’s underlying momentum is difficult because
of some of the delays and impacts of the government shutdown.
Last Friday’s surprising strength in nonfarm payrolls, for example,
might have been bolstered by furloughed government workers
taking part-time jobs. The shutdown might also be disrupting the
recent trend in weekly jobless claims, which have picked up
recently. Some of the best data we have today may be the monthly
ISM reports for manufacturing and non-manufacturing. Both have
fallen back from their earlier highs but also remain at levels
consistent with strong economic growth.

The latest ISM non-manufacturing index fell 1.3 points to 56.7.
While that marked a larger than expected drop, the December data
were revised higher. Business activity fell 1.5 points to 59.7, which
marked the second consecutive decline. New orders fell five points
to 57.7. The drop in the ISM, while slightly larger than expected,
leaves the index in pretty solid shape. The composite index is
2.4 points below its average for the past six months of 59.1, which
seems about right. The economy likely grew at better than a
3% pace during the second half of last year and will likely grow at
a slower pace during the first quarter.

The high frequency data may take on growing importance in
coming weeks as we try to get a better assessment of what is
happening in homebuilding in particular. The weekly mortgage
applications data had perked up when mortgage rates fell but have
been struggling more recently. Mortgage applications for the
purchase of a new home tumbled 4.9% in the most recent week,
marking the third consecutive decline.
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NFIB Survey  Tuesday
Like many other measures of confidence, the NFIB’s index of small NFIB Small Business Optimism
business optimism has seen some retracement in recent months. Overall Index 1986 = 100
. . 110 110
As recently as August, this proxy for small business confidence was
in record-high territory. Since that time, the tariffs on $200 billion
of goods targeted against China went into effect, the stock market 105 A T 105
entered a period of pronounced volatility that had been missing for
a few years and of course, the U.S. government had a record-long 100 100
shutdown.
With all of those variables to contend with, it is not terribly o5 | 1 o5
surprising that many measures of consumer and business
confidence have come off the boil. We recently learned that the ISM
index, a manufacturers’ survey, bounced back in January. On 20 T T 90
Tuesday of next week, we will get a read on small business optimism.
85 + + 85
Previous: 104.4 ‘ —Small Business Optimism: Dec @ 104.4
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CPI « Wednesday
U.S. Consumer Price Index The Fed is charged with promoting full employment while achieving
"™ Vear-over-Year percent Change low and stable inflation. While the PCE deflator can boast that it is
6% 6% the Fed’s preferred measure of inflation, the CPI report is closely

so0 watched by financial markets for other clues about prices.

+ 5%
In December, there was evidence that a number of factors have been
driving inflation higher. That was easy to miss because the headline
measure was pulled down by falling energy costs and lower

commodity prices. Ex-energy, CPI rose 0.2% month-over-month in

4% + 4%

3% T+ 3%

2% T 2% December and is up 2.1% over the past year.
1% 119 On Wednesday of next week, financial markets will get a look at CPI
numbers for January. For a “patient” and “data-dependent” Fed,
0% W 0% these inflation numbers are key.
1% + +-1%
2% + + 2%
‘ —CPI: Dec @ 1.9% Previous: -0.1% Wells Fargo: 0.1%
3% Attt 3%
04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 Consensus: 0.1% (Month-over-Month)
Retail Sales « Friday
Among the many frustrations of the partial U.S. government U.S. Retail Sales
shutdown has been the delay of key economic releases. Near the top 3-Month Moving Average
of the list in terms of importance is the retail sales report. 20% 20%
—Year-over-Year Percent Change: Nov @ 4.3%
Thursday of next week offers the first look at how the year finished 3-Month Annual Rate: Nov @ 3.0%
for the nation’s stores and online vendors. This is a particularly 10% 1 10v
important month as it includes most of the key holiday shopping i /"’
outlays that can make-or-break a store’s year in terms of ’\‘N‘/J\ V\ /\/J\\A\f'\ M
profitability. 0% W\‘l 0%

Measures of consumer confidence have slipped in recent months,
though some measures of same store sales showed momentum in the
final month of the year. We are looking for a 0.3% increase in -10% + T -10%
December retail sales.

-20% —+ T -20%

Previous: 0.2% Wells Fargo: 0.3%

. -30% —_— | 309
Consensus: 0.1% (Month-over-Month) 94 96 98 00 02 04 06 08 10 12 14 16 18

Source: NFIB, U.S. Department of Commerce, U.S. Department of
Labor and Wells Fargo Securities
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Global Review

Most Global Central Banks Stuck in Neutral Australia Implied Policy Interest Rate

The Reserve Bank of Australia (RBA) held its first meeting of 2019 5 40, 2.4%
this week to determine the path of monetary policy. While no
changes in interest rates were made, the RBA did however make a

notable adjustment to its outlook for future monetary policy 2:2% T 22%
decisions. In its statement following the meeting, the RBA officially
changed to a neutral policy stance, dialed back from a previously 2.0% + 2.0%
modestly hawkish bias, leaving the door open to potential interest
rate cuts as well as hikes. With growth rates slowing, largely due to L 8% 1180

weaker demand from China, and a softening housing market,
which could create a further drag on the economy, we believe the

RBA is likely to be on hold for the foreseeable future, with the 1.6% T 1.6%

balance of risks now shifting toward rate cuts. Markets have | gl
responded to the combination of China’s economic deceleration ; 4o, 1 : M N 1a%
and domestic factors as well, as expectations have reversed from ——24-Month Rate: Feb-04 @ 1.37% ‘ ! lk

L o O ) 12-Month Rate: Feb-04 @ 1.34% ]
anticipated rate hikes in 2018 to the RBA cutting interest rates in | |- Current Rate: Feb-04 @ 1.5%
2019 1.2% 1 1 1 1 1.2%

: Jan-18 Apr-18 Jul-18 Oct-18 Jan-19
The theme of a decelerating European economy continues to
gather momentum, as economic data out of Germany this week German Industrial Activity

. Year-over-Year Percent, 3-Month Moving Average
were weaker than consensus estimates and reveal a further — _ 30%
slowdown in broader Eurozone economic activity. December
German factory orders contracted 7% year-over-year, down froma | 1 0w
4.3% contraction one month prior, while industrial production
remains in contraction territory as well. Germany in particular has 109 10%
. . 0 7 + o

been a source of concern within the European economy, as the
country narrowly avoided a technical recession in late 2018, while /'A\AA

. . . . . 0% g 0%
CPIinflation declined more than expected. While we do not believe \,\/ \
a Eurozone recession is imminent, risks to this outlook have L0 100
shifted to the downside. With the Eurozone economy broadly ’ °
slowing down, this also raises some caution regarding the ECB’s . .
path toward removing accommodative monetary policy. Indeed, = e
we forecast gradual moves by the European Central Bank (ECB),

. o . .. . -30% + + -30%
with the initial rate hikes anticipated to occur in Q4-2019 and 30% Industrial Output: Dec @ -3.0% 30%
Q2-2020. In the interim, the ECB will remain on hold and continue —Factory Orders: Dec @ -4.5%

. . .. -40% : : | | -40%
to evaluate economic data in determining the future path of 06 09 1 15 18
monetary policy.
Outside of the G10, the central bank of Brazil met this week to Brazil "Real" Policy Rate
. . . . . Selic rate less CPI inflation
decide policy rates and provide markets with forward guidanceon 459, 12%
the path of monetary policy. After crisis conditions emerged in [—"Real" Policy Rate: Dec @ 2.8%]

2014-2015, the central bank raised policy rates significantly in an
effort to control inflation and defend the real. As conditions
stabilized, the central bank embarked on the process of lowering
policy rates, bringing interest rates down to 6.50%, from a peak of 8%
14.25%, over the course of a few years. As a new reform-minded
administration settles into office, and with a new governor taking
over the central bank, the central bank of Brazil has opted to keep
policy rates on hold. Statements from key officials suggest rates

10%

10%

8%

6% 6%

will be on hold for the foreseeable future, as they wait for economic 4% 4%
reforms to be proposed and implemented, in particular addressing
the country’s need for pension reform. We believe policy rates will 29 2%

be steady through 2019 as well, as inflationary pressures have
receded, and as the currency stabilizes.

0% f f - 0%
07 11 15 19

Source: Bloomberg LP and Wells Fargo Securities
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U.K. GDP « Monday

Despite uncertainties related to Brexit, real GDP growth in the U.K.
has been resilient. GDP grew at 1.5% year-over-year in Q3, while
economic activity and sentiment indicators remained in expansion
throughout the fourth quarter. Q4 GDP could be significant, as it is
one of the final readings before the current March 29 Brexit deadline.
A “deal” or “no-Brexit” scenario would likely result in higher growth
rates, while a “no-deal” scenario could potentially cause large
disruptions to the U.K. economy. Commentary from the Bank of
England (BoE) after this week’s monetary policy committee meeting
suggests the effects of Brexit on economic growth may be more
severe going forward than initially anticipated, with the BoE cutting
its growth forecasts for 2019 down to 1.2%, from 1.7%. With a wide
range of potential outcomes available, we maintain our base-case
scenario that a “no-deal” Brexit will be avoided.

Previous: 1.5% Wells Fargo: 1.4%

Consensus: 1.4% (Year-over-Year)

India CPI Inflation

Year-over-Year Percent Change
12% 12%

10% + 10%

8% -+ 8%
6% + 6%
4%

+ 4%

2% T 2%

|—CPI Inflation: Dec @ 2.2%)|
0% | 1 1 0%
12 14 16 18

Japan GDP « Wednesday

Economic growth in Japan has underwhelmed for the majority of
2018, with Q3 GDP contracting by 2.5% quarter-over-quarter
annualized. Natural disasters had a large influence over Japan’s
output during Q3; however, early indicators suggest a slight rebound
in growth may occur in Q4. Measures of economic activity, such as
retail sales and industrial production, have shown some
improvement, while business confidence surveys suggest a potential
uptick in activity as well. A modest recovery of growth in Q4 has been
factored into our forecast for full-year 2018 growth, and despite a
small acceleration, we still anticipate relatively subdued growth of
0.7%. Looking ahead into 2019, we forecast growth in Japan to
remain modest, although it has been suggested by government
officials that additional stimulus measures may be implemented in
an effort to achieve more favorable growth and inflation dynamics.
As of now, we currently forecast Japan to grow around 0.8% in 2019.

Previous: -2.5% Wells Fargo: 1.4%

Consensus: 1.4% (Quarter-over-Quarter)

U.K. GDP Growth

Year-over-Year Percent Change

6% 6%
4% 1 + 4%
2% T+ T 2%
0% 0%
2% + T 2%
-4% | 1 -a%
-6% + 6%
| —U.K. GDP Growth: Q3 @ 1.5% |
-8% ; ; ; 1 1 1 -8%
06 08 10 12 14 16 18

India CPI » Tuesday

CPI inflation in India has been trending lower since early 2018, and
with oil prices still relatively subdued, inflation is likely to remain
toward the lower end of the central bank’s target range. Global oil
prices have recovered marginally to start the year, and with oil
representing a large part of India’s CPI basket, a slight uptick in
January inflation would not be all that surprising.

In an effort to spark further inflation and provide an added boost to
the economy, the Reserve Bank of India opted to cut policy rates at
this week’s monetary policy meeting, taking markets and analysts by
surprise. Ahead of the meeting, key advisors to Prime Minister
Narendra Modi suggested the central bank cut rates and pursue
expansionary monetary policy to match the government’s more
expansionary budget. Looser monetary policy will help put CPI
inflation on a more stable, and potentially upward, trajectory
heading into 2019.

Previous: 2.2%

Japanese Real GDP
Quarter-over-Quarter Percent Change, Excluding Consumption Tax
12% 12%

‘ B Compound Annual Growth: Q3 @ -2.5%

8% -+ 8%

4% + 4%
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Source: Bloomberg LP, Datastream and Wells Fargo Securities
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Interest Rate Watch
And Then There Was One...

Earlier this week, we released our updated
views on the economy with our February
monthly outlook. One key change to our
forecast is that we have pushed back the
timing of further Fed policy tightening. We
now expect the FOMC to next raise the fed
funds rate in Q3, whereas previously we had
penciled in a hike in Q2.

The delay stems in part from the more
dovish tone from Fed officials the past
couple of weeks. In its January statement,
the FOMC removed forward guidance for
further increases and vowed to be “patient.”
In his post-meeting press conference,
Chairman Powell chalked up the reason for
such an about-face in policy guidance since
December to “cross-currents” in the
economy.

Weighing on the outlook has been slower
growth abroad, particularly in China, which
has been a headwind to exports. Activity in
the housing market has also cooled amid
higher mortgage rates late last year. Beyond
the housing market’s struggle with higher
mortgage rates, financial conditions
tightened significantly at the end of last
year. Visibility on growth has also been
reduced by the partial government
shutdown.

Market participants currently believe the
FOMC is done raising rates this cycle as a
result, but that call looks premature in our
view. Consumer spending remains solid,
which has helped strong job growth and
rising wages. At the same time, fiscal policy
remains simulative and growth remains
above the FOMC’s estimates of potential.
Financial conditions have also eased over
the past month.

While we believe the FOMC is not quite
done tightening policy yet, we believe the Q3
hike will be the lone increase this year
(previously we looked for hikes in Q2-2019
and Q4-2019). By that time, the fed funds
rate would be within the committee’s
estimated range of “neutral.” Also, with the
economy expected to be showing more
meaningful signs of deceleration late in the
year, we expect the Fed will need to stand
pat at that point before eventually reversing
course in late 2020 and cutting rates. For
more details, please see “Crosscurrents and
the Outlook for Fed Policy.”
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Credit Market Insights

U.S. Exports 2019 Bank Lending Outlook

Total Real Goods and Value to China, Billions of USD

$13B

—Total Real U.S. Goods Exports: Nov @ $150.0B (Left Axis)
U.S. Goods Exports to China: Nov @ $7.5B (Right Axis)

Credit is the lifeblood of the economy, as
\/’\/v sie reliable and affordable financing is a key
ingredient for sustained economic growth.

Y
T+ $11B
VI“[\W The January Senior Loan Officer Survey

15108 aked banks about their expectations for

\/\’NN\Iv |« lendingover the course of 2019. On balance,
/Jl‘r the reported tightening of lending
T8 gstandards, weaker demand and

deteriorating performance are consistent
with our expectation of moderating
A %8 economic growth—2.5% and 2.2% real GDP
growth in 2019 and 2020, respectively.

+ $78

Financial Conditions Index

Positive value indicates accomodative fin. cond. relative to pre 2008

15 The consumer powered much of the above-
trend growth (we estimate it at 2.9%) of this
past year, and we expect consumption to
again drive growth this year as business
fixed investment and the housing market
slow. Recognizing this, banks expect
demand to fall across business and
household lending categories, with demand
for credit card debt being the lone exception.
With corporate debt at an all-time high and
the economic expansion near record length,

—U.S. Financial Conditions Index: Feb-01 @ 0.50 ‘

12 13 14 15 16 g 18 1 banks expect to tighten lending standards
Federal Funds Target Rate across sectors. Lenders anticipate charge-
7.0% Upper Bound, Percent s00 Offs and delinquencies will modestly

6.0% -

5.0% T

4.0% +

3.0% T+

2.0% T+

1.0% T

0.0%

‘ —~Federal Funds: Q4 @ 2.50%

increase during 2019. Listing their top
reasons for tightening standards, banks
lsox named lower risk tolerance and
deterioration in the value of collateral and in
the quality of their portfolios. Aside from the
1s0% survey evidence, hard data suggest lending
remains healthy. In the week ending
January 23, total bank credit was up
+10% 5% year-over-year, with particular strength
in commercial & industrial loans. For now,

T 6.0%

T 4.0%
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T 2.0%
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Source: Bloomberg LP, IHS Markit and Wells Fargo Securities

Credit Market Data

Week 4 Weeks Year
Mortgage Rates Current Ago Ago Ago
30-Yr Fixed 4.41% 4.46% 4.45% 4.32%
15-Yr Fixed 3.84% 3.89% 3.88% 3.77%
5/1 ARM 3.91% 3.96% 3.87% 3.57%
: Current Assets 1-Week 4-Week Year-Ago
Bank Lending (Billions) Change (SAAR) Change (SAAR) Change
Commercial & Industrial $2,348.5 10.00% 9.43% 11.01%
Revolving Home Equity $349.3 -3.59% 8.32% -7.68%
Residential Mortgages $1,889.4 20.15% 10.51% 3.11%
Commerical Real Estate $2,194.1 2.11% 3.98% 4.62%
Consumer $1,500.2 16.03% 4.85% 4.92%

Mortgage Rates Data as of 02/08/19, Bank Lending Data as of 01/23/19

Source: Freddie Mac, Federal Reserve Board and Wells Fargo Securities



https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/3/monthly-20190206.pdf
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/3/monthly-20190206.pdf
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/3/fed-crosscurrent-20190207.pdf
https://image.mail1.wf.com/lib/fe8d13727664027a7c/m/3/fed-crosscurrent-20190207.pdf

Economics Group Topic of the Week Wells Fargo Securities
Topic of the Week

Creative Destruction Still Present Today Manufacturin g Em o) I oyment
Today marks what would have been the 136 birthday of Millions of Workers, 3-Month Moving Average
. 20
Joseph Schumpeter, one of the most famous economists
of the 20t century. Schumpeter’s contribution to the field
was varied and cut across a broad swath of topics, but
perhaps the most well-known aspect of his career wasthe ;g
popularization of the concept of “creative destruction.”

19

In their models, economists often think in terms of 17

equilibria. Economic growth converges toward potential,
the unemployment rate reaches its “natural” rate and
prices adjust smoothly along the path toward this
peaceful equilibrium. While these approaches have
obvious merit and are useful tools in economic analysis, 14
Schumpeter drew attention to the “industrial mutation,”

which “incessantly revolutionizes the economic structure 13
from within, incessantly destroying the old one,

incessantly creating a new one.” 12

16

15

—Total Manufacturing Employment: Jan @ 12.8M

Put another way, the actual process by which economies ] % % % % % % % % % 11
grow over time is far bumpier. The past decade or so is an 76 80 84 88 92 96 00 04 08 12 16
excellent example of this. Since 2007, the U.S. economy

has experienced a housing bust, shifting demographics, Real Gross Domestic Product Per Capita
significant swings in monetary and fiscal policy and vastly Thousands of 2012 Dollars

flifferen.t political regimes at home and ab?oad. Somenew 8 [—Real GDP Per Capita: Q3 @ $56.6K| $58
industries have exploded (e-sports) while others have

faced challenges (traditional taxi cabs in an age of ride- $56
sharing apps, or the secular decline in manufacturing
employment, top chart). Through it all, real GDP per
capita in the United States is about 10% higher today than
it was in 2007 (bottom chart).

$56

$54 $54

$52 $52

With the current expansion approaching record duration,
the U.S. economy has neared its “equilibrium” level. The
output gap has steadily closed, core inflation is relatively ~ $30
steady near 2% and the fed funds rate is at the lower end
of the Federal Reserve’s estimates of neutral. Perhapsthe  ¢48
expansion will continue for years to come, with growth,
inflation and interest rates humming along smoothly at
their equilibrium levels. More likely though, the process
will be marked by turbulence, large swings in both

directions and, of course, creative destruction. $44 + f f f f f f f f f $44
00 02 04 06 08 10 12 14 16 18
Source: U.S. Department of Labor, U.S. Department of Commerce and
Wells Fargo Securities
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Market Data ¢ Mid-Day Friday

U.S. Interest Rates Foreign Interest Rates

Friday 1 Week 1 Year Friday 1 Week 1 Year

2/8/2019 Ago Ago 2/8/2019 Ago Ago

1-Month LIBOR 2.50 2.51 1.58 3-Month Euro LIBOR -0.33 -0.34 -0.38
3-Month LIBOR 2.70 2.73 1.81 3-Month Sterling LIBOR 0.88 0.91 0.53
3-Month T-Bill 2.41 2.39 1.54 3-Month Canada Banker's Acceptance 2.16 2.18 1.67
1-Year Treasury 2.54 2.47 1.98 3-Month Yen LIBOR -0.09 -0.08 -0.05
2-Year Treasury 2.45 2.50 2.10 2-Year German -0.59 -0.58 -0.55
5-Year Treasury 2.43 2.50 2.54 2-Year U.K. 0.71 0.77 0.68
10-Year Treasury 2.63 2.68 2.82 2-Year Canadian 1.77 1.84 1.83
30-Year Treasury 2.98 3.03 3.13 2-Year Japanese -0.16 -0.17 -0.15
Bond Buyer Index 4.23 4.22 3.73 10-Year German 0.08 0.17 0.76
10-Year U.K. 1.15 1.25 1.62

10-Year Canadian 1.88 196  2.38
Friday 1 Week 1 Year 10-Year Japanese -0.03 -0.01 0.08

2/8/2019 Ago Ago

Euro ($/€) 1133 1146 1225
British Pound ($/£) 1.295 1.308 1.391 Friday 1 Week 1 Year
British Pound (£/€) 0.875 0.876 0.880 2/8/2019 Ago Ago
Japanese Yen (¥/$) 109.710 109.500 108.740 WTI Crude ($/Barrel) 52.63 55.26 61.15
Canadian Dollar (C$/$) 1.328 1.310 1.260 Brent Crude ($/Barrel) 61.66 62.75 64.81
Swiss Franc (CHF/$) 1.000 0.996 0.936 Gold ($/Ounce) 1314.62 1317.65 1318.77
Australian Dollar (US$/A$) 0.709 0.725 0.778 Hot-Rolled Steel ($/S.Ton) 686.00 693.00 739.00
Mexican Peso (MXN/$) 19.118 19.106 18.895 Copper (¢/Pound) 281.65 277.30 308.20
Chinese Yuan (CNY/$) 6.745 6.748 6.299 Soybeans ($/Bushel) 8.67 8.69 9.61
Indian Rupee (INR/$) 71.309 71.255 64.256 Natural Gas ($/MMBTU) 2.57 2.73 2.70
Brazilian Real (BRL/$) 3.744 3.657 3.285 Nickel ($/Metric Ton) 12,910 12,407 13,134
U.S. Dollar Index 96.600 95.579 90.229 CRB Spot Inds. 481.15 481.09 523.57

Source: Bloomberg LP and Wells Fargo Securities

Next Week’s Economic Calendar

Monday Tuesday Wednesday Thursday Friday
11 12 13 14 15
NFIB CPI(YoY) PPI (MoM) Retail Sales (MoM)
E December 104.4 December 1.9% December -0.2% November 0.2%
s January 103.0 (C) January 1.5% (W) January 0.2% (W) December 0.3% (W)
17} JOLTS Industrial Production (MoM)
:S November 6,888K December 0.3%
January 0.2% (W)
United Kingdom India Japan China
g GDP CPI GDP CPI
A Q3 1.5% (YoY) December 2.2% (YoY) Q3 -2.5% (QoQ) December 1.9% (YoY)
.-g Japan United Kingdom
I PPI CPI
December 1.5% (YoY) December 2.1% (YoY)

Note: (W) = Wells Fargo Estimate (C) = Consensus Estimate

Source: Bloomberg LP and Wells Fargo Securities
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U.S. Securities and Exchange Commission, the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp.
Wells Fargo Securities, LLC, distributes these publications directly and through subsidiaries including, but not limited to,
Wells Fargo & Company, Wells Fargo Bank N.A., Wells Fargo Clearing Services, LLC, Wells Fargo Securities International Limited,
Wells Fargo Securities Canada, Ltd., Wells Fargo Securities Asia Limited and Wells Fargo Securities (Japan) Co. Limited.
Wells Fargo Securities, LLC. is registered with the Commodities Futures Trading Commission as a futures commission merchant and is a
member in good standing of the National Futures Association. Wells Fargo Bank, N.A. is registered with the Commodities Futures Trading
Commission as a swap dealer and is a member in good standing of the National Futures Association. Wells Fargo Securities, LLC. and
Wells Fargo Bank, N.A. are generally engaged in the trading of futures and derivative products, any of which may be discussed within this
publication. Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions.
Wells Fargo Securities, LLC’s research analysts receive compensation that is based upon and impacted by the overall profitability and
revenue of the firm which includes, but is not limited to investment banking revenue. The information and opinions herein are for general
information use only. Wells Fargo Securities, LLC does not guarantee their accuracy or completeness, nor does Wells Fargo Securities, LLC
assume any liability for any loss that may result from the reliance by any person upon any such information or opinions. Such information
and opinions are subject to change without notice, are for general information only and are not intended as an offer or solicitation with
respect to the purchase or sales of any security or as personalized investment advice. Wells Fargo Securities, LLC is a separate legal entity
and distinct from affiliated banks and is a wholly owned subsidiary of Wells Fargo & Company © 2019 Wells Fargo Securities, LLC.

Important Information for Non-U.S. Recipients

For recipients in the EEA, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSILis a U.K. incorporated
investment firm authorized and regulated by the Financial Conduct Authority. For the purposes of Section 21 of the UK Financial Services
and Markets Act 2000 (“the Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does
not deal with retail clients as defined in the Directive 2014/65/EU (“MiFID2”). The FCA rules made under the Financial Services and
Markets Act 2000 for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation Scheme be
available. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE

WELLS
FARGO



