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Weekly Economic Monitor -- Crunch Time
Crunch Time – In the next few weeks, economic reports that were delayed due to the partial government shutdown will continue to trickle in,
helping to piece together the fourth quarter picture. That’s fine but investors are more interested in the future. Will stalemates on the budget
and trade policy be resolved? In his Monetary Policy Testimony to Congress (February 26 and 27), Fed Chairman Powell is likely to arrive with a
comforting demeanor, but will the markets accept that?
Fear was a critical factor in January. Consumer and business expectations took a tumble, made worse by trade policy uncertainty and the partial
government shutdown. With the shutdown ended (at least temporarily), expectations should rebound but probably only partially.
Earnings reports have been important, but on a day-to-day basis, the stock market has reacted closely to shifting perceptions on U.S./China trade
negotiations. Recall that the 10% tariffs on $200 billion in Chinese goods are set to rise to 25% on March 1 if an agreement is not met. President
Trump has also threatened to impose tariffs on the remaining $267 billion or so of Chinese exports to the U.S., mostly consumer goods. Tariffs
are a tax paid by U.S. consumers and businesses. They have invited retaliation (tariffs on U.S. exports) and disrupted supply chains. The president
may impose tariffs on imported motor vehicles (beyond those exempted in the U.S.-Mexico-Canada Agreement). There is clearly a potential of
more serious disruptions to the U.S. economy.
The partial government shutdown, the longest ever, was a colossal failure. Federal workers will recover and any slowdown in spending should
be short-lived, but some economic activity was lost forever. Real GDP growth for 1Q19 is likely to be a few tenths of a percentage point below
what it would have been otherwise. An “initial” estimate of 4Q18 GDP growth (something that is effectively between the usual advance and 2nd
estimates) will arrive on February 28. That’s likely to be a mixed bag. Expect some noise in inventories and foreign trade related to the Chinese
tariffs. Consumer spending, 68% of GDP, ought to have remained relatively strong. While the drop in expectations is a concern, that should prove
temporary. Strong job gains, the pickup in wage growth, and the increase in purchasing power related to the decline in oil prices should support
consumer spending growth in the first half of 2019.
Business fixed investment, on the other hand, is likely to be a bit soft. The academic literature had suggested that the corporate tax cut would
be more likely to boost share buybacks and dividends than capital spending – and evidence is consistent with that outcome. The drop in oil
prices should lead to a softening in energy exploration, which is capital intensive and has accounted for a large share of the growth in business
fixed investment in the last two years. December’s data on durable goods orders will arrive on February 21. Figures through November showed
lackluster trends in orders and shipments of capital goods. Expectations matter a lot for business investment. Talk of recession could become
self-fulfilling as firms curtail expansion plans. Softer global growth and trade policy uncertainty aren’t helping.
Residential construction accounts for a relatively small portion of GDP (less than 4%) but has often been an early indicator of broader economic
weakness. The housing sector slumped in 2018, but that was not a reflection of weak demand. Instead, home price appreciation added to
affordability issues. Mortgage rates rose, peaking in the first half of November, but have since retreated, which should lead to a pickup in activity
heading into the important spring housing season. Consumer expectations have been a negative, but that shouldn’t last. As expected, the recovery
in housing following the financial crisis was gradual. However, the one missing element has been a rebound at the lower end of the market. Higher
building costs had made that recovery difficult.
As Fed Chairman Powell noted in his January 30 press conference, the baseline economic forecast hasn’t changed much since mid-December.
What has changed is that there are increased downside risks to the outlook. These “cross-currents” include a slowing in global growth, uncertainty
regarding trade policy and the federal budget, worries about Brexit and China, and tighter financial conditions. If, as anticipated, consumer and
business expectations begin to improve and we get resolutions on trade policy and the government budget, then the positive economic outlook
will be reinforced. If not, then the growth outlook is likely to weaken.
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The shift on tone for monetary policy has been relatively slight. In December, Fed officials were generally expecting one or two rate increases in
2019. We won’t get a revised dot plot until March 20, but officials are likely to lower their expectations of further action, if only slightly. So, we’ve
gone from a mild tightening bias to a tentative, neutral stance. Chairman Powell will have more data in hand when he presents his monetary
policy testimony to the Senate Banking Committee on February 26. The outlook for the unwinding of the balance sheet is shifting, but not in
response to the economic outlook, and we are more likely to see a formal announcement of plans to end the balance sheet runoff at the March
20 FOMC meeting.

.
Data Recap – Like sands through the hourglass, so are the days of our lives. The economic calendar was thin. President Trump’s lengthy State of
the Union Address was not market-moving. The stock market did react, however, to shifting perceptions on the likelihood of a U.S./China trade
deal – up in the first half of the week, down on Thursday and Friday.
Larry Kudlow, Director of the president’s National Economic Council, said there were “pretty sizable differences” in China trade talks. President
Trump said he would not meet with Chinese President Xi Jinping before the March 1 deadline.
Fed Chair Powell and Vice Chair Clarida had dinner with President Trump and Treasury Secretary Mnuchin. Not unusual, except that the Fed
issued a statement that Powell “did not discuss his expectations for monetary policy, except to stress that the path of policy will depend entirely
on incoming economic information and what that means for the outlook.” Moreover, Fed officials will make policy decisions “based solely on
careful, objective and non-political analysis.”
The Fed’s quarterly Survey of Senior Loan Officers noted that “on balance, banks tightened standards for commercial real estate (CRE) loans,
while standards and most terms on commercial and industrial (C&I) loans remained basically unchanged.” Demand for loans to businesses
reportedly weakened. Banks reported that their lending standards for most categories of consumer loans and residential real estate loans
remained “basically unchanged on balance.” Credit cards were the one exception, with standards reportedly tightening over the fourth quarter.
Banks reported weaker demand for all categories of loans to households. Banks reported expecting to tighten standards for all categories of
business loans as well as credit card loans and jumbo mortgages. Demand for most loan types is “expected to weaken.”
Unit Motor Vehicle Sales fell to a 16.6 million seasonally adjusted annual rate in January, down from a 17.5 million pace in December.

.
The ISM Non-Manufacturing Index fell a bit more than expected in January to 56.7, vs. 58.0 in December and 60.4 in November. Growth in business
activity slowed but only slightly. Growth in new orders moderated. Employment growth picked up relative to December. Input price pressures were
moderate. Survey respondents were concerned about the impacts of the government shutdown but remained mostly optimistic about overall
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business conditions.
The U.S. Trade Deficit narrowed to $49.3 billion in November, vs. $55.7 billion in October. The drop reflected lower petroleum prices and a
pullback following pre-tariff stockpiling.

.
Manufacturing Productivity rose at a 1.3% annual rate in 4Q18 (+0.7% y/y), reflecting a low trend in recent years.
Factory Orders fell 0.6% in November, reflecting lower oil prices. Durable goods orders rose 0.7%, reflecting a rebound in aircraft orders. Orders
for nondefense capital goods ex-aircraft (NDCGxA) fell 0.6% (unrevised from the advance estimate) – a -1.0% annual rate for the first two months
of 4Q18 (vs. +8.0% in 3Q18) – a 1.7% annual rate in the first two months of 4Q18 (vs. +6.9% in 3Q18). Shipments of NDCGxA fell 0.2% (revised from
-0.1%). Inventories rose modestly (likely to subtract from GDP growth in 4Q18).
The Bank of England‘s Monetary Policy Committee left short-term interest rates unchanged but tried to have it both ways. The statement noted
that “were the economy to develop broadly in line with its Inflation Report projections, an ongoing tightening of monetary policy over the forecast
period, at a gradual pace and to a limited extent, would be appropriate” to return inflation to the 2% target. However, “the monetary policy
response to Brexit, whatever form it takes, will not be automatic and could be in either direction.”
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This Week – The federal government faces a February 15 deadline to reach a budget agreement. Will we see another partial government shutdown?
Probably not but who can say?
January inflation figures arrive (CPI on Wednesday, PPI on Thursday) with revised seasonal factors released two days ahead of each report (this
may shift some of the monthly figures but won’t change the overall story).
Industrial production was a mixed bag in December (unseasonably warm temperatures reduced the output of utilities, while factory output was
strong) and should also be mixed in the data for January, only in the opposite direction (cold temperatures should boost the output of utilities
and manufacturing activity ought to have been relatively lackluster).
Retail sales data for December (originally scheduled for January 16) will finally be released. Unit auto sales were reported higher, gasoline prices
fell, and holiday shopping was brisk.

.
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IMPORTANT INVESTOR DISCLOSURES
Raymond James & Associates (RJA) is a FINRA member firm and is responsible for the preparation and distribution of research created in the
United States. Raymond James & Associates is located at The Raymond James Financial Center, 880 Carillon Parkway, St. Petersburg, FL 33716,
(727) 567-1000. Non-U.S. affiliates, which are not FINRA member firms, include the following entities that are responsible for the creation and
distribution of research in their respective areas: in Canada, Raymond James Ltd. (RJL), Suite 2100, 925 West Georgia Street, Vancouver, BC V6C
3L2, (604) 659-8200; in Europe, Raymond James Euro Equities SAS (also trading as Raymond James International), 40 rue La Boetie, 75008, Paris,
France, +33 1 45 64 0500, and Raymond James Financial International Ltd., Broadwalk House, 5 Appold Street, London, England EC2A 2AG, +44
203 798 5600.
This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of or located in any
locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. The
securities discussed in this document may not be eligible for sale in some jurisdictions. This research is not an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Past performance is not a guide to
future performance, future returns are not guaranteed, and a loss of original capital may occur. Investors should consider this report as only
a single factor in making their investment decision.
For clients in the United States: Any foreign securities discussed in this report are generally not eligible for sale in the U.S. unless they are listed on
a U.S. exchange. This report is being provided to you for informational purposes only and does not represent a solicitation for the purchase or sale
of a security in any state where such a solicitation would be illegal. Investing in securities of issuers organized outside of the U.S., including ADRs,
may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements of, the U.S.,
including ADRs, may entail certain risks. The securities of non-U.S. issuers may not be registered with, nor be subject to the reporting requirements
of, the U.S. Securities and Exchange Commission. There may be limited information available on such securities mentioned in this report. Please
ask your Financial Advisor for additional details and to determine if a particular security is eligible for purchase in your state.
The information provided is as of the date above and subject to change, and it should not be deemed a recommendation to buy or sell any
security. Certain information has been obtained from third-party sources we consider reliable, but we do not guarantee that such information
is accurate or complete. Persons within the Raymond James family of companies may have information that is not available to the contributors
of the information contained in this publication. Raymond James, including affiliates and employees, may execute transactions in the securities
listed in this publication that may not be consistent with the ratings appearing in this publication.
Raymond James ("RJ") research reports are disseminated and available to RJ's retail and institutional clients simultaneously via electronic
publication to RJ's internal proprietary websites (RJ Client Access & RJ Capital Markets). Not all research reports are directly distributed to clients
or third-party aggregators. Certain research reports may only be disseminated on RJ's internal Proprietary websites; however, such research
reports will not contain estimates or changes to earnings forecasts, target price, valuation or investment or suitability rating. Individual Research
Analysts may also opt to circulate published research to one or more clients electronically. This electronic communication is discretionary and
is done only after the research has been publically disseminated via RJ's internal factors including, but not limited to, the client's individual
preference as to the frequency and manner of receiving communications from Research Analysts. For research reports, models, or other data
available on a particular security, please contact your Sales Representative or visit RJ Client Access or RJ Capital Markets.
Links to third-party websites are being provided for information purposes only. Raymond James is not affiliated with and does not endorse,
authorize, or sponsor any of the listed websites or their respective sponsors. Raymond James is not responsible for the content of any third-party
website or the collection of use of information regarding any website's users and/or members.
Additional information is available on request.

Analyst Information
Registration of Non-U.S. Analysts: The analysts listed on the front of this report who are not employees of Raymond James & Associates, Inc.,
are not registered/qualified as research analysts under FINRA rules, are not associated persons of Raymond James & Associates, Inc., and are not
subject to FINRA Rule 2241 restrictions on communications with covered companies, public companies, and trading securities held by a research
analyst account.
Analysts Holdings and Compensation: Equity analysts and their staffs at Raymond James are compensated based on a salary and bonus system.
Several factors enter into the bonus determination, including quality and performance of research product, the analyst's success in rating stocks
versus an industry index, and support effectiveness to trading and the retail and institutional sales forces. Other factors may include but are not
limited to: overall ratings from internal (other than investment banking) or external parties and the general productivity and revenue generated
in covered stocks.
The analyst Scott J. Brown, primarily responsible for the preparation of this research report, attests to the following: (1) that the views
and opinions rendered in this research report reflect his or her personal views about the subject companies or issuers and (2) that no part
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of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views in this
research report. In addition, said analyst(s) has not received compensation from any subject company in the last 12 months.

Ratings and Definitions
Raymond James & Associates (U.S.) definitions: Strong Buy (SB1) Expected to appreciate, produce a total return of at least 15%, and
outperform the S&P 500 over the next six to 12 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, a
total return of 15% is expected to be realized over the next 12 months. Outperform (MO2) Expected to appreciate and outperform the S&P 500
over the next 12-18 months. For higher yielding and more conservative equities, such as REITs and certain MLPs, an Outperform rating is used for
securities where we are comfortable with the relative safety of the dividend and expect a total return modestly exceeding the dividend yield over
the next 12-18 months. Market Perform (MP3) Expected to perform generally in line with the S&P 500 over the next 12 months. Underperform
(MU4) Expected to underperform the S&P 500 or its sector over the next six to 12 months and should be sold. Suspended (S) The rating and
price target have been suspended temporarily. This action may be due to market events that made coverage impracticable, or to comply with
applicable regulations or firm policies in certain circumstances, including when Raymond James may be providing investment banking services
to the company. The previous rating and price target are no longer in effect for this security and should not be relied upon.
Raymond James Ltd. (Canada) definitions: Strong Buy (SB1) The stock is expected to appreciate and produce a total return of at least 15% and
outperform the S&P/TSX Composite Index over the next six months. Outperform (MO2) The stock is expected to appreciate and outperform the
S&P/TSX Composite Index over the next twelve months. Market Perform (MP3) The stock is expected to perform generally in line with the S&P/
TSX Composite Index over the next twelve months and is potentially a source of funds for more highly rated securities. Underperform (MU4) The
stock is expected to underperform the S&P/TSX Composite Index or its sector over the next six to twelve months and should be sold.
In transacting in any security, investors should be aware that other securities in the Raymond James research coverage universe might carry a
higher or lower rating. Investors should feel free to contact their Financial Advisor to discuss the merits of other available investments.
Coverage Universe Rating Distribution*

Investment Banking Relationships

RJA

RJL

RJA

RJL

Strong Buy and Outperform (Buy)
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Market Perform (Hold)

39%

26%
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Underperform (Sell)

4%

3%

5%

0%

*�Columns�may�not�add�to�100%�due�to�rounding.

Suitability Ratings (SR)
Medium Risk/Income (M/INC) Lower to average risk equities of companies with sound financials, consistent earnings, and dividend yields above
that of the S&P 500. Many securities in this category are structured with a focus on providing a consistent dividend or return of capital.
Medium Risk/Growth (M/GRW) Lower to average risk equities of companies with sound financials, consistent earnings growth, the potential for
long-term price appreciation, a potential dividend yield, and/or share repurchase program.
High Risk/Income (H/INC) Medium to higher risk equities of companies that are structured with a focus on providing a meaningful dividend
but may face less predictable earnings (or losses), more leveraged balance sheets, rapidly changing market dynamics, financial and competitive
issues, higher price volatility (beta), and potential risk of principal. Securities of companies in this category may have a less predictable income
stream from dividends or distributions of capital.
High Risk/Growth (H/GRW) Medium to higher risk equities of companies in fast growing and competitive industries, with less predictable earnings
(or losses), more leveraged balance sheets, rapidly changing market dynamics, financial or legal issues, higher price volatility (beta), and potential
risk of principal.
High Risk/Speculation (H/SPEC) High risk equities of companies with a short or unprofitable operating history, limited or less predictable
revenues, very high risk associated with success, significant financial or legal issues, or a substantial risk/loss of principal.

Stock Charts, Target Prices, and Valuation Methodologies
Valuation Methodology: The Raymond James methodology for assigning ratings and target prices includes a number of qualitative and
quantitative factors, including an assessment of industry size, structure, business trends, and overall attractiveness; management effectiveness;
competition; visibility; financial condition; and expected total return, among other factors. These factors are subject to change depending on
overall economic conditions or industry- or company-specific occurrences.
Target Prices: The information below indicates our target price and rating changes for the subject companies over the past three years.
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Risk Factors
General Risk Factors: Following are some general risk factors that pertain to the business of the subject companies and the projected target
prices and recommendations included on Raymond James research: (1) Industry fundamentals with respect to customer demand or product/
service pricing could change and adversely impact expected revenues and earnings; (2) Issues relating to major competitors or market shares
or new product expectations could change investor attitudes toward the sector or this stock; (3) Unforeseen developments with respect to the
management, financial condition or accounting policies or practices could alter the prospective valuation; or (4) External factors that affect
the U.S. economy, interest rates, the U.S. dollar or major segments of the economy could alter investor confidence and investment prospects.
International investments involve additional risks such as currency fluctuations, differing financial accounting standards, and possible political
and economic instability.
Additional Risk and Disclosure information, as well as more information on the Raymond James rating system and suitability categories,
is available at raymondjames.bluematrix.com/sellside/Disclosures.action. Copies of research or Raymond James' summary policies relating
to research analyst independence can be obtained by contacting any Raymond James & Associates or Raymond James Financial Services
office (please see RaymondJames.com for office locations) or by calling 727-567-1000, toll free 800-237-5643.

International Disclosures
For�clients�in�the�United�Kingdom:
For clients of Raymond James Financial International Limited (RJFI): This document and any investment to which this document relates is
intended for the sole use of the persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described
in the FCA rules or persons described in Articles 19(5) (Investment professionals) or 49(2) (high net worth companies, unincorporated associations,
etc.) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)or any other person to whom this promotion
may lawfully be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.
For clients of Raymond James Investment Services, Ltd.: This report is for the use of professional investment advisers and managers and is
not intended for use by clients.
For purposes of the Financial Conduct Authority requirements, this research report is classified as independent with respect to conflict of interest
management. RJFI, and Raymond James Investment Services, Ltd. are authorised and regulated by the Financial Conduct Authority in the United
Kingdom.
For�clients�in�France:
This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed, being
persons who are Eligible Counterparties or Professional Clients as described in "Code Monetaire et Financier" and Reglement General de l'Autorite
des marches Financiers. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may not be relied
upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail Clients.
For clients of Raymond James Euro Equities: Raymond James Euro Equities is authorised and regulated by the Autorite de Controle Prudentiel
et de Resolution and the Autorite des Marches Financiers.
For�institutional�clients�in�the�European�Economic��rea�(EE�)�outside�of�the�United�Kingdom:
This document (and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be
submitted.
For�Canadian�clients:
This report is not prepared subject to Canadian disclosure requirements, unless a Canadian analyst has contributed to the content of the report.
In the case where there is Canadian analyst contribution, the report meets all applicable IIROC disclosure requirements.
Proprietary Rights Notice: By accepting a copy of this report, you acknowledge and agree as follows:
This report is provided to clients of Raymond James only for your personal, noncommercial use. Except as expressly authorized by Raymond
James, you may not copy, reproduce, transmit, sell, display, distribute, publish, broadcast, circulate, modify, disseminate, or commercially exploit
the information contained in this report, in printed, electronic, or any other form, in any manner, without the prior express written consent of
Raymond James. You also agree not to use the information provided in this report for any unlawful purpose.
This report and its contents are the property of Raymond James and are protected by applicable copyright, trade secret, or other intellectual
property laws (of the United States and other countries). United States law, 17 U.S.C. Sec. 501 et seq, provides for civil and criminal penalties for
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