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Chart 1:

Histogram of y/y core PCE outcomes since Jan 2012 (mean: 1.646; Std dev: 0.225)
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Chart 2:

Despite the strong recovery in realised inflation ...
... Inflation expectations remain sticky to the downside (and pegged at multiyear lows):
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It is the Fed's tight monetary policy that is cementing the forever-low inflation outlook:
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Chart 4:

Inflation breakevens are 45bps below long term average ...
... and do not suggest that core PCE has returned sustainably to the Fed's target:
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Chart 5:

The 2018 monetary policy shift away from inflation targeting towards a financial stability mandate...
... has further damaged Central Banks' credibility and played a key role in further depressing inflation expectations:

A reversal will require decisive action rather than just words ...
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Chart 6:

FOMC participants stress the "symmetric" policy around its 2% inflation target ...
... Yet, no FOMC participant sees upside risk to inflation!
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Chart 7:

In absence of a "wage spiral”, the Fed can continue to focus solely on inflation:
#* Using core PCE as the inflation input and ignoring labor slack at full employment
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Chart 8:

VIX positioning at all time short ...

... Certainty awakens speculative animal spirits and breeds financial instability:
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Chart 9:

The Fed is responsible for the collapse of the LT term premium ...
... With its faint-hearted commitment to a symmetric inflation target, it has rigged the inflation game and cemented the low inflation outlook:
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Chart 10:

Make no mistake, the main source of reflation from 2016 was the weaker USD ...
... Which has now become a deflationary force:
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Inflation is the mother of all lagging indicators ...
..« The 2018 Chinese-led deflationary shock will linger into 2019:
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Chart 12:

Productivity growth has more than offset wage growth ...

... keeping Unit Labor Costs and cost-push price pressure in check:
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Chart 13:

US regional survey (prices paid - expectations): Cost pressures are expected to subside ...
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Chart 14:

Energy prices remain deflationary and global CBs are not coming to the rescue this time:
US Headline CPI (16m advanced)
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Chart 15:
.
The OECD leading indicator diffusion index suggests a timid bounce in global activity in H2 ...
... but it is fairly discounted:
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Chart 16:

The OECD leading indicator diffusion index suggests a timid bounce in global activity in H2 ...
... but it is yet to show through a better outlook from the IFO survey:

IFO current assessment
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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.

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
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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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