
WASHINGTON POLICY  | PUBLISHED BY
RAYMOND JAMES & ASSOCIATES

Ed Mills | (202) 872-5933 | ed.mills@raymondjames.com
Chris Meekins | (703) 351-5294 | chris.meekins@raymondjames.com
Alex Anderson, Res. Assoc. | (202) 872-5936 | alex.anderson@raymondjames.com
Joseph Yanchunis, Sr. Res. Assoc. | (727) 567-2344 | joe.yanchunis@raymondjames.com

JUNE 21, 2019 | 12:11 PM EDT

Weekly Wrap: G20 Outcome Hinges on Trump-Xi Relationship; A Red Line on Iran
Week in Review – A Trump-Xi phone call alleviated some uncertainty about the prospects of a meeting at the G20 next week. We are now watching
a speech by Vice President Pence and a report due next week outlining threats to U.S. telecoms networks as potential threats to the ultimate
outcome of the meeting. Retaliatory strikes against Iran after the downing of a U.S. drone were called off, but the threat of escalation inches closer.

Looking Ahead – We view a delay in tariff implementation on $300 billion Chinese goods as a likely (but not given) outcome of next week’s G20
negotiations. The Democratic Presidential debates kick off next Wednesday that may impact markets as ambitious policy proposals on healthcare,
tax policy, education, and others are introduced to a broad national audience.

THIS WEEK IN WASHINGTON

Previewing G20 expectations after Trump-Xi meeting confirmed. Presidents Trump and Xi are set to meet for an “extended meeting” next
week at the G20 following a phone call between the two leaders. While this is clearly a positive development, we caution that we have seen positive
sentiment cast around China trade developments by Trump and other officials while the underlying negotiations trended negative behind the
scenes, highlighting the ever-unpredictable nature of these talks. A speech by Vice President Pence next Monday (June 24) now becomes even
more of a focal point, as a less confrontational tone or a rescheduling of the speech altogether would be a clear sign of good faith. The last meeting
of the two leaders in December 2018 led to a three-month delay on a tariff hike to 25% on $200 billion of goods, and the current state of talks
makes a similar result the most likely outcome for the next negotiating round on June 28-29.

Although near-term indications are trending to a more market-positive result, the expanded scope of the trade fight at this juncture may make
it harder to come to any sort of agreement, even in the form of a delay. In the event of a good meeting that leads to a potential 90 day delay on
tariff implementation, the chances of a full 25% tariff on $300 billion of additional Chinese goods likely drops to near zero for the near-term, but
the threat of the tariffs being implemented longer-term is approximately 40%. We may still see some sort of tariffs levied on this tranche of goods
at some point, but they would likely start off lower (perhaps at 5%) and gradually raise to create additional inflections points in negotiations.

If the meeting produces a negative outcome, we see a 75% chance that Trump moves quickly to implement further tariffs on the $300 billion of
goods on or around July 1. However, we expect that the initial tariffs would not be set to the highest 25% rate. More here: FAQ’s on China Trade
Ahead of Next Week’s G20 Meetings

Trump signals weariness on military confrontation with Iran. The Trump administration has effectively drawn a red line following the latest
flare-up that saw the downing of a U.S. drone by Iran. A strike against Iranian targets in retaliation was confirmed to have been called off by the
President last minute to avoid escalation over the loss of strategic equipment that did not endanger U.S soldiers in the area. A demonstrated
readiness to strike back that emphasizes the safety of U.S. personnel has been communicated by the administration, but heightened tensions
elevate the risk of miscalculations that will continue to pose a threat over the coming months barring a move towards diplomatic discussions.
As we highlighted last week, the latest action by Iran drawing a U.S. response comes as uncertainty in key defense positions continues. Acting
Defense Secretary Pat Shanahan is stepping away from his role, leaving the Defense Department without a permanent head since the departure

Please read domestic and foreign disclosure/risk information beginning on page 4 and Analyst Certification on page 4.

INTERNATIONAL HEADQUARTERS: THE RAYMOND JAMES FINANCIAL CENTER | 880 CARILLON PARKWAY | ST. PETERSBURG FLORIDA 33716

https://raymondjames.bluematrix.com/sellside/EmailDocViewer?encrypt=858d99c3-71e5-4b08-8a6e-9fc62426bbbd&mime=pdf&co=raymondjames&id=alex.anderson@raymondjames.com&source=mail
https://raymondjames.bluematrix.com/sellside/EmailDocViewer?encrypt=858d99c3-71e5-4b08-8a6e-9fc62426bbbd&mime=pdf&co=raymondjames&id=alex.anderson@raymondjames.com&source=mail


of Secretary Mattis in December 2018.

Facebook’s cryptocurrency announcement draws heavy scrutiny from lawmakers. The announcement of Facebook’s “Libra” cryptocurrency
project has refocused lawmakers’ attention on the company compounded by existing concerns about privacy violations and anti-competitive
practices. Lawmakers are skeptical about Facebook’s ability to maintain appropriate safeguards around financial data and adequately prevent
illicit financial transactions already ripe in the cryptocurrency environment. A skepticism already exists on Capitol Hill about the intertwining of
commerce and finance, but the current sentiment around reigning in “big tech’s” influence is further fueling pushback. House Financial Services
Committee Chair Maxine Waters called on Facebook to stop Libra’s development and Senate Banking Committee Chair Mike Crapo announced a
hearing to examine the project on July 16. Although we do not expect any legislative steps to be taken to reign in Facebook’s development of the
cryptocurrency, lawmakers will apply significant pressure to publicly demonstrate oversight over the industry’s expanding reach.

An interview with HHS Senior Advisor for Drug Pricing John O’Brien. HHS Senior Advisor for Drug Pricing John O’Brien participated in a fireside
chat at the Raymond James Life Sciences and Med Tech Conference in New York. As can be viewed in our recap, our biggest takeaways were: 1.)
the drug rebate rule is progressing with a soft target of January 1, 2020; 2.) proposals around drug importation are moving forward and drugs
produced at sole source facilities for international and U.S. versions could be targeted first; 3.) if the Speaker offers up a drug pricing plan that
includes direct pricing negotiation, it will likely be DOA in the Senate; 4.) Mr. O’Brien expressed skepticism that HHS should negotiate drug pricing
for Medicare; and 5.) Mr. O'Brien took a cautious view on the Medicare Part B IPI, stating that the Administration was still reviewing the comments
that were received.

Positive progress on USMCA. Mexico’s Senate has ratified the USMCA and USTR Lighthizer confirmed his openness to addressing Democrats’
desired changes in implementation language in the latest positive developments on the agreement’s progress. The Trump administration
continues to push for a final vote on USMCA sometime before the August Congressional recess, but it will be difficult to achieve at this point
given that there are only 16 legislative days remaining after this week. Key catalysts we will be watching for is agreement between USTR and
Congressional Democrats on implementation legislation and the introduction of the legislative text, which will trigger the 90-legislative day
timeline for passage under Trade Promotion Authority (TPA).

The Trump v. Powell friction continues – but Trump lacks support to replace Fed Chair. Reports emerged this week ahead of the Fed’s rate
decision that President Trump explored the possibility of demoting Fed Chair Powell, but the speculation largely misses the fact that the Senate
would not approve a replacement. Powell has broad political backing and a nominee would have to clear the Senate, largely precluding the
possibility that a nominated replacement would get the necessary votes for confirmation. Powell’s tenure runs through February 2022 and Powell
has confirmed his intention to finish out his term. The continued friction between Trump and the Fed may provide Trump with some flexibility
to cast off blame for any economic slowdown as the election cycle ramps up given his repeated calls for lower rates to sustain the economic
expansion.

WHAT’S AHEAD

Stage set for Democratic debates – what to watch next week. The emerging Democratic candidate field offers a preview of a coming primary
process that will be much bolder in terms policy ideas compared to 2016 as candidates seek to redefine the identity of the party. The sheer number
of candidates (currently at 23) lends itself to an ideas-based/attention getting campaign as a means of differentiating early from the rest of the
pack. Broadly speaking, some of the proposals we’ve seen so far are not incremental, middle-of-the-road adjustments to the current status quo
– rather wholesale reforms of established systems. Eliminating private health insurance in favor of government-sponsored “Medicare-for-All,"
breaking up “Big Tech” companies, free college tuition, and providing nearly a $3 trillion middle-class tax cut are just some of the opening talking
points of the more prominent Democratic candidates.

There will be friction within the party on the appropriate path to uniting Democratic voters. We are seeing some candidates pledging to focus on
pragmatic ideas that resonate with a broad electorate, while others see value in running in opposition to President Donald Trump and his policies
– speaking to the core party base.

Democratic victories for contested House seats and governorships in the 2018 midterm cycle may hint at the preference of the national electorate
for opposition candidates to the current incumbent. Democrats flipped 41 seats in the House to take the majority, with more than half of the
ousted Republicans coming from Congressional districts won by Trump in 2016. Successful candidates in some of the more competitive races
leaned more moderate; were young and relatively new to politics; and were, in many cases, women. Of the 20 Democratic candidates we will
see on the first debate stage, eight are 50 years or under, six are under 45, and six are women – marking one of the youngest and more diverse
fields of candidates.
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Graphics giving an overview of the candidates appearing in the first debate and a schedule of state primaries is available here: Previewing the
2020 Democratic Primary

Dems and White House no closer to budget deal. Negotiations between the White House and Congressional Democrats on a budget agreement
have not led to a breakthrough following another round of talks earlier this week. Domestic spending levels continue to be the major barrier,
but positive signs are emerging that both sides are working to avoid mandatory spending cuts that will be triggered at the end of September.
A shorter-term continuing resolution on spending levels and an extension of the debt ceiling is on the table, but we ultimately believe a two-
year deal that raises spending and takes the debt ceiling question out of the equation during the 2020 election season will be reached sometime
later this summer/early fall. The House is prioritizing and voting to approve spending bills that will continue to put pressure on the White House/
Congressional Republican leaders to reach a deal with Democrats focusing specifically on spending increases for domestic priorities.

Romney amendment to curtail Trump’s influence on China’s tech national security threat. An amendment introduced this week by Senator
Romney to the National Defense Authorization Act (NDAA) would stipulate the conditions under which Huawei could be removed from the
Commerce Department’s entity list that limits U.S. component exports. If successful, the amendment could complicate the question of the Huawei
effective ban being addressed in current trade negotiations and highlights Congressional desire to separate tech national security considerations
from ongoing trade talks. The development also signals that oversight over threats posed by China’s tech to the U.S. will not subside in the event
of a trade deal. Lawmakers have criticized the President’s reversal of last year’s ban on ZTE, arguing that national security should not be used
as a bargaining chip in U.S.-China negotiations.

DATES TO WATCH

June 24: (expected) Vice President Pence speech on U.S. policy towards China

June 24: President Trump ceremony to announce executive order around provider transparency

June 25: House Energy and Commerce Health Subcommittee hearing titled “Reauthorizing Vital Health Programs for American Families”

June 25: CFPB conference on defining “abusive acts or practices” for UDAAP enforcement

June 25: House Financial Services Committee hearing on fintech regulation

June 25: Senate Banking Committee hearing on potential systemically important financial institution designation for Fannie Mae and Freddie Mac

June 26: Senate HELP Committee markup for Lower Health Care Costs Act

June 26: Senate Budget Committee hearing on reforming federal budget and spending process

June 26-27: Democratic Presidential Debates, Miami FL

June 27: Release of Fed’s Comprehensive Capital Analysis and Review (CCAR) results for banks

Week of June 24: Finalization of report by Director of National Intelligence on foreign threats to U.S. networks, per White House national
emergency declaration

June 28-29: G20 Summit Tokyo; scheduled meeting between Presidents Trump and Xi

Late June/Early-Mid July: Expected introduction of USMCA implementation language, triggering 90-day timeline to final vote

July 16: Senate Banking Committee Hearing on Facebook’s “Libra” cryptocurrency

July 23: Senate Judiciary Committee tech/antitrust hearing

Expected Late July/Early August: Administration decision on tariffs on $11 billion EU goods in Airbus subsidy dispute
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IMPORTANT INVESTOR DISCLOSURES
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 & RaymondJames.com). 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 RaymondJames.com.

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 analysts Ed Mills, Chris Meekins and Alex Anderson, primarily responsible for the preparation of this research report, attest 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 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
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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)
Market Perform (Hold)
Underperform (Sell)

56% 67%
40% 30%
4% 3%

21% 24%
10% 11%
6% 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.

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
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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.
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