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We ARE a Big Country
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States as Compared to Countries P’
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States renamed with countries that have a similar GDP

Under $100B $100—2008 [l $200-5008 [llOver $5008B
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: South Sri Lanka
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w

Tanzania
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New

Lithuania Zealand Ghana
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Note: Map shows the country with the closest 2017 GDP to that of the state

Source: Bureau of Economic Analysis; CIA World Factbook BUSINESS INSIDER
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Tariff Politics QE;
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e Issue Number One - In most every respect the US and
China are enemies and have been for many years.
Connected by mutual dependence.

e Issue Number Two - Bashing China is popular with
Trump’s base and bashing the US is popular in China.

e Considerations

— China is the more directly vulnerable of the two as there
are no real substitutes for the US consumer while the US
can (and will) find alternative sources.

— US impact will be indirect as countries that sell to China
are the ones that buy from the US and will be slowed if
China slows.

— Tariffs do not work at all if they are temporary. Companies
wil not invest in becoming a new supplier if they think the
tariffs will be lifted later.
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It is a Relatively New Problem N
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A Long-Term View On U.S. Trade With China
U.S. trade in goods with China since 1985

@ mports @ Exports @ Trade deficit
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G;:O:tatis@Ch@arts Source: U.S. Census Bureau statista®a [ iaaan™
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Who Buys From the US and Who Sells N4
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Not Many Surplus Readings
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World Map of U.S. Trade Balance

Trade in Goods (in billions of dollars)
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Import Dependence P’

EACH STATE'S BIGGEST IMPORT
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SOURCE: US Census Bureau
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Supply and Demand for Copper N
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Copper Demand by Region
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Copper Consumers N4
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Major Consumers Of Copper

= Equipment

= Construction

= Infrastructure

= Transport

= Industrial

Market Realist@‘ Source: ICS
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Copper Prices
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Slide Attributed to China Tensions w
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China and Copper Prices N
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CHINA GDP & COPPER PRICE
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Big Rise and Big Fall Predicted

Chart 9: Copper Market Balance & Real Copper Price
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Steel Tariffs QE;
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e Decades of neglect in the steel industry

e Original tariff system included everybody - then almost
everybody was exempted. Then they were not. Today
Brazil, Argentina and South Korea have exemptions.
Canada and Mexico likely are next and so is Europe

e Steel makers - once bit, twice shy

e Manufacturers feeling pinch already unless they could
use the 232 exemptions

e China is not a factor as far as exporting to US. They
sell aggressively to everybody else and that pushes
other nations to sell aggressively to the US
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Where Does it Come From?
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Where the U.S. Gets its Steel

Countries from which the U.S. imported the most steel mill products in 2017 (in metric tons)

canada I+l | 5,675,815
srazil KE2 | < 665,427

South Korea 3®:

Mexico 1N | 5. 155117
Russia m | 2 566,695
Turkey ISR |G 1.077.865
japan o | [N 1 727.843
Germany T [ 1,380,433
Taiwan [l [ .128.356
India mie I 743.020

china il [ 740.126
vietnam Il [ 679.092

@®O

@statistaCharts Source: U.S. Department of Commerce, Enforcement & Compliance

statista ¥a
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Manufacturing States P’
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The U.S. States Most Reliant On Steel Imports

Percentage share of steel and aluminum in state total imports in 2017

Missouri 7.4%
Louisiana 7.3%
6.4%
- 2 Maryland 5.5%
F 2.9%
‘ lowa 4.7%
' West Virginia 4.7%
h 4.0%
: 3.5%
@® 75-6.1 3.3%
@ 60-45 3.2
4.4 -3.0 3.1%
g:':)taggcg?ts Source: Brookings analvsis of Census Bureau data Forbes statista®a
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As US Goes - So Goes the World W
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NORTH AMERICA SLOWS DOWN i e
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Five Issues to Worry About N4
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e Return of Inflation and Likely Fed Reaction
- Commodities and Labor
— Importance of FOMC personalities
e Trade War Impact
— China - tariffs, structural reform and global growth
— Drift away from Europe
e Labor Shortage
— Hiring and productivity
 Political Stalemate
— Shutdown impact
— Neglecting big issues — coming off “sugar rush”
e Consumer Confidence and Retail Shifts
— On-line vs. brick and mortar
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Projections P’
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Inflation: CPI

% change

2015 2016 2017 2018 2019 2020
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Small Hikes w
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FED FUNDS RATE FORECAST
JAN. SURVEY

&%

2019 2020 LONG RUN
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Future Looks a Little Dimmer W
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Fading Outlook

Views of the U.S. economy five years out hit lowest level since January 2018
B U. of Michigan consumer sentiment (R1) M U. of Michigan 5-year economic outlook (L1) -102.0

110-
105-

100~

Index level
12A3] Xapu]

90-

Jun = Sep  Dec  Mar  Jun  Sep  Dec  Mar
2017 2018 2019

Source: University of Michigan
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People Needed - Now!!! Q7
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NManufacturing Facts

S 3729, frme have more

largest economy in the — )
world contributing @ 248152 firms have less
— S than S00 employees.
to the U.S. economy firms, 186,114 have
in 2016. less than 20 employees.
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8 0 /o moderate or serious shortage for
qualified applicants.

With 3.5 million ;ﬁ»;ﬁ»;ﬁ»;ﬁ»;ﬁ»;ﬁ»;ﬁ»

P obe nooded 1o bo sl‘rsl‘rslrsl‘rrlrslmr
filled, III’|| (R

stay unfillad due W I,;__ 1,;__ |;_. W

to a skills gap- Q7407407 000000

Source: National Association of Manufacturers
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PMI Declines '
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Overall CMI
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Manufacturing CMI
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Manufacturing Index Monthly Change
(seasonally adjusted)
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Service CMI
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Service Index Monthly Change

(seasonally adjusted)
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So True! w
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SOME PEOPLE DREAM OF SUCCESS,
WHILE OTHER PeEOPLE LiIVE TO CRrRUSH THOSE DREAMS.
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For Those that Can’t Get Enough of This N
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e chris.kuehl®@armadaci.com

e Who Are We - check out the
website at www.armada-
intel.com

e Sign up for the FREE
Business Intelligence Brief
and take a look at the Black
Owl Report in a FREE one
month trial.

e We are “economists for
rent”. We just love to help
with strategic planning by
pointing out all the
potential pitfalls and
challenges!
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