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Chart 1:

The 2018 slowdown was predicated on a Fed-driven global USD liquidity shrinkage:
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Chart 2:
.
When China sneezes, the world catches a cold ...
China's credit impulse is now deeply negative with no bottom in sight despite the ongoing fiscal and monetary stimulus:
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Chart 4:
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It is the price of credit (rather than its availability) that is undermining credit growth in China:
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Chart 5:

The Chinese credit channel is clogged due to Yuan's stability constraints:
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PBoC's dilemma
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Chart 6:

There is one way to stabilize global USD liquidity: a weaker US$!
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Chart 7:

Asset returns have been a mind-blowing function of monetary conditions ...
... with an 18m lag:
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Chart 8:

Historically, the Fed responded to a financial riot when credit spreads widened ...
... and ISM suggested an economy growing below potential:
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Chart 9:
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Chart 10:

The housing market finally gets hit by higher mortgage yields...
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Chart 11:

The housing supply has grown in line with demand
Since the GFC, the pace of housing starts has slightly underperformed the pace of household formation:
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Chart 12:
.
Inventories are strikingly low as a tight regulatory framework kept excesses in check:
Prices are adjusting to higher real rates so affordability can be restored, a healthy move rather than the prelude to a housing recession:
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Chart 13:

Affordability has no doubt worsened but it remains historically good:
Higher prospective mortgage payments force buyers to think twice before pulling the trigger, but the housing market is only temporarily frozen:
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Chart 14:

Home ownership is still out of reach for the median household:
* All levels rebased at 100 in 2000
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Chart 15:

The homeownership rate is still just recovering:
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The above is only meant to be a roadmap to help ClOs navigate risks more safely.

Specific levels and trades can be discussed separately on BBG or phone.
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This report is a piece of research ("JDI research"”) provided by JDI Research Limited a private limited company registered
in England and Wales, company number 09977951 ("JDI research limited").

JDI research is provided only to investment professionals who have been pre-qualified to receive it by JDI research
limited. Each piece of JDI research is sent to one or more investment professionals who have requested that JDI research
limited provides research to them. Each piece of JDI research is intended for the use of the person to whom it is
addressed (the "Addressee”) and the colleagues affiliated to the same entity as the Addressee as agreed in writing
between the Addressee and JDI research from time to time (the "Additional Addressee(s)"), if any. If you are not the
Addressee or an Additional Addressee, please delete this piece of JDI research and destroy any copies. Please also email
or telephone Juliette Declercq at JDI research (+44) 7769724879 or juliette.declercq@jdiresearch.com so that JDI research

can take steps to see that you do not receive further JDI research.

JDI research is not an offer to buy or sell any specific investment. JDI research is and is intended to be a general market
view. It is not and is not intended to be general or specific investment advice nor a personal recommendation concerning
a specific investment, investment product or investment service. JDI research limited expects that all investment
decisions taken by Addressees or Additional Addressees will be decisions made by the Addressee or Additional
Addressee based on specific advice or specific recommendations made by an investment adviser or taken by an
investment manager. Since JDI research limited does not provide investment advice nor carry on any other investment
business it is not regulated by the U.K Financial Conduct Authority nor by any other regulator of investment business.
JDI research is based on publicly available information, obtained from sources that JDI research limited considers to be
reliable. However, JDI research limited does not represent that it is accurate and it should not be relied on as such. The
opinions and conclusions expressed in any piece of JDI research are current as of the date of publication and JDI
research limited does not accept any responsibility to update any such opinions or conclusions in the light of developing
events or circumstances. All forward looking statements, even if they appear to be presented as fact, must be treated as
opinions or judgements, and JDI research limited accepts no liability or responsibility if any opinion or judgement proves
to be inaccurate in whole or in part. Without limitation of the foregoing, JDI research limited shall not be not liable for any
loss or damage of any kind resulting in any way from or alleged to result in any way from JDI research or the use of JDI
research by any Addressee or Additional Addressee or by any other person.
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