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DISCLAIMER

Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut. Hedgeye Risk
Management is not a broker dealer and does not provide investment advice for individuals. Daniel Lacalle is an independent
Hedgeye content contributor and appears by special arrangement. This research does not constitute an offer to sell, or a
solicitation of an offer to buy any security. This research is presented without regard to individual investment preferences or risk
parameters; it is general information and does not constitute specific investment advice. This presentation is based on
information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or
omissions of information. The opinions and conclusions contained in this report are those of Hedgeye Risk Management and of
Mr. Lacalle, and are intended solely for the use of Hedgeye Risk Management’s clients and subscribers. In reaching these
opinions and conclusions, Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk
Management’s employees, which is based upon sources considered credible and reliable within the industry. Hedgeye Risk
Management and Mr. Lacalle are not responsible for the validity or authenticity of the information upon which they have relied.

TERMS OF USE

This report is intended solely for the use of its recipient. Re-distribution or republication of this report and its contents are
prohibited. For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at
www.hedgeye.com.




PLEASE SUBMIT QUESTIONS TO

QA@HEDGEYE.COM
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IBEX BROKEN TREND AND TAIL
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GROWTH-INFLATION-POLICY IS UGLY
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SPAIN’S RISKS ON ONE SLIDE

Figure 2 Figure 3
Spain: average social security affiliation (seasonally adjusted) Spain: unemployment (seasonally adjusted)
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SPAIN’S YIELD RISK PREMIUM IS LOW
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DEBT DOMINOES PERSIST

Govt Debt as % GDP

The backlash of
austerity...
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INFLATION GOING THE WRONG WAY
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The pain in Spain
is on the streets.
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WITH A LONG-TERM TAIL...
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PRODUCTION TAKING A TURN?

—=S8pain Manufacturing Production Y/Y
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PMIS TRACKING DOWN, DOWN
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RISK RISES, SLOWLY, THEN ALL AT ONCE
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DRAGHI’S RIVER CARD... MORE QE FOR LONGER?

* ECB’s Mersch said that it will take somewhat longer than previously anticipated
for inflation to return to a rate that we consider sufficiently close to 2% and
stabilize at that rate...

... "we should also go further with our current policies. It is clear that Europe’s
economic and monetary union will need to strengthen its tools to manage and
prevent the build-up of fiscal, financial and other macroeconomic risks." (10/13)

* ECB’s Nowotny said both Eurozone headline and core inflation are clearly
undershooting the central bank’s goal of 2%, pointing to ECB forecasts showing
inflation would average 0.1% this year and 1.1% in 2016. (10/15)



BUT, THE ECB IS NOT A PANACEA

e
HEDGEYE

“Yes the ECB will provide opportunities
(through QE), but investors need to be
aware that pricing of risk is too fixated
on what the ECB can vs cannot do — it
can print money, but it cannot print
growth!”

e owy &

\ I DON'T KNOW,
MR. DRAGHI, TRY
REVERSE AGAIN,

cESRESSwacTT

-Daniel Lacalle
On Hedgeye’s Greece Flash Call (6/29/15)




ELECTION PREVIEW - DECEMBER 20TH

A RETURN TO OLD (POLITICAL) WAYS?

The ruling Conservatives (PP) — PM Rajoy and his party face the backlash of unpopular austerity
measures and corruption accusations, and might win by a very small majority.

The Socialists (PSOE) - also faces a major loss of votes due to corruption and the past performance in
government.

The Socialists + the Communist-anti-establishment parties (Podemos, Ahora en Comun) - could become

part of a coalition for the next government with the promise of stopping the recent reforms, especially
the labor market law.

The moderate center party, Ciudadanos - has steadily risen in polls, could be the deciding factor.

Polling: a new Celeste-Tel poll shows (PP) in the lead at 28.9%, (PSOE) at 27.1%, Ciudadanos at 16.2%,
Podemos at 10.1%.

* Compared to last month’s survey, Ciudadanos gained over 6 percentage points — while PP, PSOE
and Podemos all lost ground.
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