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The Surge in Hide Prices
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For an otherwise sleepy commaodity, the surge in hide prices
has been remarkable.

Over the past year, nearly every conceivable commodity has
surged, a reflection of the sharp recovery in global industrial
production that continues to unfold. The ECRI/Journal of
Commerce Commodity index itself is up 70%, and all of the
four sub-indexes are also up. Most of the Petroleum
commodities are up, led by benzene’s surge of 184.3%.

Metals are also up sharply, including copper’s gain of 110.9%.

The Textiles are up, with gains in cotton and burlap of 49.4%
and 35.8%, respectively. Even the Miscellaneous Index is up,
which includes all of the obscure line items like tallow,
plywood, rubber, red oak, and cow hides.

According to the US Hide, Skin, and Leather Association, the
majority of hide production prior to the recession went into
shoes, followed by furniture, garments, and cars. When car
production nose-dived, however, the auto industry’s marginal
share of hide production plunged from 12% in 2007 to 8% in
2009. Further battered by big declines in furniture and
clothing, hide prices collapsed. On the other side of the “V,”
however, the even sharper recovery in auto production over
the past year has lifted hide prices by 104.9%, one of the
strongest gains posted by the commodities tracked by the
ECRI/JoC Commodity Index.

Indeed, as the “V” in IP continues to unfold, natural gas is the
sole industrial commodity in the ECRI/JoC Index that has
failed to post sharp gains. At least so far.
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(Annual rates of change unless otherwise noted)

Feb 22 2010: The Fed hikes the discount rate; US industrial production gains momentum; global price pressures stir

Plus: The Surge in Hide Prices

Growth Inflation Monetary Policy Sentiment/Other
us New Home Starts up: 21.1%, Permits Capacity Utilization firmer: 72.6% Discount Rate increased: 0.75% from Mortgage Delinquencies downtick
up: 16.9% 0.50%
Producer Prices higher headline: 5.0%,
Industrial Production up: 1.0% core higher: 1.0%
Philly Fed Survey up Consumer Prices headline downtick:
2.7%, core downtick: 1.5%
Conf Brd LEI up: 8.9%
Semi Book-to-Bill ratio up
Europe Unemployment Consumer Prices Business Confidence
UK high: 7.8% Sweden downtick: 2.6% France steady
Asia, Japan no change: 0.10%
Oceania
Americas Canada LEI up Consumer Prices Mexico no change: 4.50%

(Annual rates of change unless otherwise noted)

Canada up: 1.9%

Industrial Production
Argentina lower: 5.2%
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INDUSTRIAL PRODUCTION
MoM YoY
Oct 0.2% -6.9%
Nov 0.6% -5.1%
Dec 0.6% -2.2%
Jan 1.0% 1.0%
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CATALPA CAPITAL ADVISORS: THE WEEK IN CHARTS
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“The CFNAL is a weighted average of 85 existing monthly indicators of national economic activity. It Is constructed to have an average value of zero and a standard deviation of one. Since
economic activity tends toward trend growth rate over time, a positive index reading corresponds to growth above trend and a negative index reading corresponas to growth below trend.”
http://ww.chicagofed.org/economic_research_and_data/cfnai.cfm

Chart generated on 2/22/10 Sources: Haver info@catalpacapital.com



—Semiconductor Book-to-Bill Ratio, Cap Equip (Left) 1.20

—ISM New Orders (Right) 3 month moving average 64.1
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GLOBAL CONSUMER INFLATION
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GLOBAL PRODUCER PRICE INDEXES (YoY) @
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HIGH FREQUENCY DATA SNAPSHOT

S&P Sectors: YTD Return
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COMMODITIES SNAPSHOT

INDEXES
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COMMODITIES SNAPSHOT: SOFT COMMODITIES

GRAINS
Wheat Corn Soybeans Rice Sugar (¢ Ib) Barley
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*In JoC Index
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COMMODITIES SNAPSHOT: METALS

PRECIOUS METALS
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DAILY CURRENCY MARKET SNAPSHOT - DOLLAR TERMS, REINDEXED TO 100 (12-MONTH GRAPHS)

TRADE WEIGHTED DOLLAR
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DAILY BONDS SNAPSHOT
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US Bonds

10 Year 3.77
2/19/10

2 Year 0.87
5.0% TBills 0.10
4.0%
3.0%
2.0%
1.0% WM”‘\;I/\W
0.0% A

Feb-09 Aug-09 Feb-10

US Corporates

119% BBB 5.29
° ——— AAA 360
10%
9%
8%
7%
6%
5%
4%
3%
Feb-09 Aug-09 Feb-10

US High Yield
45% CCC12.28 9%
40% BB 7.55 %
il
0, ’/‘x
35% / \ 70
30% \

25%
20%
15%
10%

5%

Feb-09

6%

5%

4%

3%

2%

Aug-09 Feb-10

US Municipals

Municipal BBB 5.22

Municipal AAA 2.49

Feb-09

Aug-09 Feb-10

US Mortgage Bond Yields

5%

30 Year Govt Mgte 3.54

4%

3%

2%

Feb-09 Aug-09 Feb-10

US ABS

Home Equity 10.59
25% Autos 1.57

Credit Cards 2.46
20%
15%

10%

5%

0%

Feb-09 Aug-09 Feb-10

US BOND SPREADS (Basis Points)

US Bond Spreads

10Yr - 2Yr 370

US Corporate Spreads

US High Yield Spreads

US Municipal Spreadss

US Mortgage Bond Spreads

us ABM%%% - Home Eq 682

2/19/10 BBB- 10 Yr 152 CCC-10 Y1 851.20 BBB-10 Y 145 250 10¥r - 0Yr Mrtge -23 10¥r - Autos -220
10Yr - Thills 200 800 AAA- 10 Yr -58 4500 BB - 10 Yr 377.80 700 2000 10Yr - Crdt Cards -131
700 4000 — AAA-10Yr -5
400 600 200 oo
600 3500 { /1
N\ 500 1 1 150
200 ) 500 3000 4/ w0 { N 1000
M vl 400 2500 Y A 100
[P Aot Y | LM
o Wy 300 W/
] 300 2000 !
200 g 200 A 50 500
200 1500 NPl 0
100 100 1000 100 .
0 500 0 s, -50
0 ——m-ut— -100 0 -100 -100 -500
Feb-09 Aug-09 Feb-10 Feb-09 Aug-09 Feb-10 Feb-09 Aug-09 Feb-10 Feb-09 Aug-09 Feb-10 Feb-09 Aug-09 Feb-10 Feb-09 Aug-09 Feb-10
MEMO
High Yield Spread over 10-Year Inflation Expectations
Spread over 10-Year 18-Feb-10 5.43% P 5Y5Y 19-Feb-10 2.55%
290% VIX 19-Feb-10 20.0 g Gold 19-Feb-10 $1,113 (R)
3.0% - 1300
20.0%
I L 1200
18.0% 60 2.5%
16.0% | | 1100
14.0% 59 2.0% .
12.0% 49 1.5% 900
10.0%
39 L 800
8.0% 1.0%
29 |
6.0% 0.50% 700
4.0% A 19 =7 k600
' S kol ' N N
2.0% + += 9 0.0% 500
2004 2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009

2/22/2010 11:44

info@catalpacapital.com



LARGE-CAPS: DAILY US SECTOR SNAPSHOT (RELATIVE STRENGTH, REINDEXED TO 100, 12-MONTH GRAPHS)
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MIDCAPS: DAILY US SECTOR SNAPSHOT (RELATIVE STRENGTH, REINDEXED TO 100, 12-MONTH GRAPHS)
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SMALL-CAPS: DAILY US SECTOR SNAPSHOT (RELATIVE STRENGTH, REINDEXED TO 100, 12-MONTH GRAPHS)
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DAILY EQUITY MARKET SNAPSHOT (6-MONTH GRAPHS)

S&P 500 SIZE AND STYLE (RELATIVE STRENGTH TO S&P 500)
S&P 500 S&P 500 Mid-Caps S&P 500 Small-Caps S&P 500 Unweighted Lehman Aggregate S&P Growth/Value
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