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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. 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
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 is not responsible for the validity or authenticity of the information upon which it has 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

TO BE ANSWERED AT THE END OF THE CALL



PROCESS SLIDE #1

"This Time Is
Different"

Macro Process:
Us vs. Them

Economic "Feel" &
Theory "Valuation"

Behavioral

Psychology

DIFFERENTIATED FROM THE HERD

Macroeconomics and Global Macro Risk
Management are two very different fields. We
specialize in the latter.

Time —

WE FOCUS ON THE SLOPES

Everything that matters in Global Macro occurs on
the margin.




PROCESS SLIDE #2

SPECIFICALLY, OUR BACKTEST DATA SHOWS THAT A LARGE DEGREE OF INTER AND INTRA ASSET CLASS RETURNS CAN BE EXPLAINED BY
CHANGES IN GROWTH, INFLATION AND POLICY EXPECTATIONS. REFER TO THE FOLLOWING SLIDE FOR MORE DETAILS.
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WHY DOES THE 2N° DERIVATIVE MATTER?

BECAUSE FINANCIAL ASSET RETURNS HAVE HISTORICALLY ANCHORED ON THE MARGINAL RATE OF CHANGE IN BOTH
GROWTH AND INFLATION — ESPECIALLY WHEN THESE DELTAS ARE COUNTER TO CONSENSUS EXPECTATIONS.

ed 0 P Model B erage Qo) ad Pe dA Qo) by A of We dA e 0o} by Quad Po olor-cod A d Pe
5&P 500 Index 38% 38% 38% 46% 76% 61% 33% 55% 85% 83% 54% 65% 20 12 24 17
5&P 500 Consumer Discretionary Sector Index B85% 46% 23% 85% S4% 643 15% 82% 80% 75% 46% 559% 20 12 4 17
5&P 500 Consumer Staples Sector Index 15% B3% 31% 92% B7% 76% 30% 94% 90% 92% 58% 65% 20 12 24 17
&P 500 Energy Sector Index 23% 54% 92% 0% 70% 67% 76% 18% 85% 925 B7% AT% 20 12 24 17
S&P 500 Financials Sector Index 545 15% 15% 15% 82% 42% 12% 39% B0% 75% 5a% 7% 20 12 24 17
‘5&P 500 Health Care Sector Index 8% 92% T 100% 4% 91% 4% 97% 80% 83% 58% 82% 20 12 24 17
S&P 500 Industrials Sector Index 46% 7% S4% 2% 79% 82% 39% 36% 70% 83% 50% 47% 20 12 24 17
S&P 500 Information Technology Sector Index 7% 85% B9% 54% 01% 85% Ga% 5a% B85% 83% 50% B5% 20 12 24 17
‘$&P 500 Materials S5ector Index 92% 8% 8% 31% 97% 27% 3% 48% 90% 75% 50% 47% 20 12 24 17
S&P 500 Utilities Sactor Index 0% 0% 100% 7% G5% 9% 28% 76% 70% 423 63% 59% 20 12 24 17
Russell 2000 Index B9% 31% B2% 23% 83% 5a% 55% 42% 75% 75% 63% 59% 20 12 24 17
Dow Jones Industrial Average 31% 23% 46% 62% 73% 55% 36% 61% B85% 83% 54% 59% 20 12 24 17
MSCI Emerging Markets Index 1005 62% 0% 69% 1005 70% 0% 67% 80% 67% 46% 53% 20 12 24 17
FTSE NAREIT Equity REITs Total Return Index 62% 100% 85% 38% B85% 97% 73% 52% 70% 67% 67% 76% 20 12 24 17
FINRA - BLP Active Investment Grade US Corporate Bond Average Yield to Maturity 33% 33% 67% 0% 6% 15% 94% 6% 36% 67% 7% 33% 14 & 17 12
FIMRA - BLP Active HY US Corporate Bond Index Average Yield to Maturity 17% 0% 83% 50% 3% 0% 7% 21% 36% 17% B5% 42% 14 & 17 12
Barclays US Corporate High Yield Average OAS % 17% 100% 100% % 3% 100% 100% 20% 25% 46% 59% 20 12 24 17
US Treasury 2 Yield 1005 50% 33% 17% 36% 18% E7% 3% G5% 50% 54% 35% 20 12 24 17
US Treasury 10Y Yield 83% 83% 17% 33% 15% 36% 18% 12% 45% 5B% 50% 35% 20 12 24 17
US Treasury 30Y Yield 67% 100% 0% 67% 12% 52% % 24% 45% 75% 54% 35% 20 12 24 17
Bond Buyer US 40 Municipal Bond YTM 50% 67% S0% 83% 9% 30% 70% 27% 25% 50% 50% 18% 20 12 24 17
Thomson Reuters/CoreCommadity CRB Commodity Index S0% 50% 25% 25% 43% 8% 79% 3% TO% a3% T1% 29% 20 12 24 17
Commodity Research Bureau BLS/US Spot Raw Industrials Index 25% 0% 0% 75% 45% 73% 7% 30% 65% 67% 42% 41% 20 12 24 17
Commedity Research Bureau BLS/US Spot Foodstuff Index 0% 75% 75% 50% 24% 945 B85% 15% 55% 50% 545 29% 20 12 24 17
Front-month Brent Crude il 100% 100% 100% 0% B1% 100% 1% 0% 55% a3% 54% 29% 20 12 24 17
Gold Spot. 75% 25% 50% 100% 58% 7% B82% 73% 60% 58% 58% 47% 20 12 24 17
US Dollar Index 0.4% 0% 57% 71% 100% 18% 33% 48% 91% 50% 67% 50% 71% 20 12 24 17
AUD/USD 17% 0.5% 100% 8% 0% 29% 52% 45% 6% 64% BO% a3% 63% 41% 20 12 24 17
CAD/USD 0.5% 0.7% 57% 100% B86% 14% 33% 48% 52% 45% 45% 58% 54% 35% 20 12 24 17
CHF/USD 0.7% 0.4% 86% 29% 100% 86% 42% 21% B1% 8% BO% 2% 63% 41% 20 12 24 17
EUR/USD 0.1% 29% 0% 57% 57% 27% 6% 45% 7% 50% 25% 58% 35% 20 12 24 17
GBPJUSD 0.4% 43% 1% 14% 43% 30% 30% 21% 70% 45% 755 42% 47% 20 12 24 17
JPY/USD 0.0% 14% 14% 43% 1% 21% 12% 42% 85% 35% 33% 50% 35% 20 12 24 17
JPMorgan EM FX Index 0.6% -1.1% 71%% 43% 29% 0% 39% 24% 28% 33% B0% 63% 58% 40% 15 8 19 15
Source: Bloomberg data; Hedgeye calculations. Trailing 20 years.
DATA SOURCE: BLOO R AVERA AR RN DA D BY DELTA INTO RESP QUADRA




PROCESS SLIDE #3

HEDGEYE QUANTITATIVE SETUP: US EQUITIES
2150 mm S&P 500 ——BEARISH TREND = 2058 emmBEARISH TAIL = 2063

2,100

2,050
2,000
1,950
1,900
1,850
1,800

N
5’?’(\

@
ALL BACKSTOPPED BY A PROVEN QUANTITATIVE OVERLAY

Multi-factor: Price, Volume and Volatility
Multi-duration: TRADE (3 weeks or less), TREND (3 months or more) and TAIL (3 years or less)




Q4 2015 MACRO THEMES

#SUPERLATECYCLE (USA)

Slowing growth typifies the twilight of an economic expansion and negative 2nd derivative trends are creeping in across
much of the domestic fundamental data. From labor and manufacturing markets to consumer and business confidence,
leading indicators are beginning to roll as the late-cycle moves past peak. We'll detail why Slower-And-Lower-For-Longer
remains the call.

#GAMEOFSLOWING

With the Street, IMF, World Bank and OECD all still forecasting global growth of around 3% for 2015, we find it appropriate
to reiterate our call for global growth to come in at or below half that rate. Moreover, while China's August CNY devaluation
effectively made our #EmergingOutflows theme a consensus bearish cog in the global economic outlook, we do not think
investors are appropriately positioned for a likely trend of negative revisions to the respective growth outlooks in the U.S,,
Eurozone and Japan throughout the balance of the year.

#CRASHING

Definitive crashes have occurred across many global macro markets in recent months. Those market participants on the
wrong side of growth slowing and deflation are feeling the most pain. Crashing inflation expectations are perpetuating the
pain across all asset classes and sectors levered to unrealistic growth expectations (energy, industrials, materials), as well
as across the high-yield bond market, commodity markets, commodity currencies. Is the U.S. equity market next in line?
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U.S. #RECESSION

Industrial activity and corporate profitability are already trending at recessionary levels. Meanwhile, domestic employment,
consumption and income growth are all past peak and policy-driven deflationary pressures should persist in perpetuating
soft external demand, EM distress, weak import pricing, HY credit risk and further flagging in corporate capex. We’'ll
contextualize the current macro data and handicap the probability of recession as the late-cycle U.S. economy traverses its
steepest GDP base effects of the cycle.

#CREDITCYCLE

An extended breakout in corporate credit spreads has preceded recessionary periods in prior cycles, and since we
introduced our deflation theme in 2H14, both high yield and investment grade spreads have marched higher off all-time
lows in cross-asset volatility and all-time highs in corporate credit outstanding. In effect, we are loudly reiterating our call
that the unwind of ZIRP and QE will continue to deflate the easy money credit boom it fabricated in the form of continued
recessionary earnings growth as the business cycle gets dangerously long in the tooth.

#CURRENCYWAR

Historically, Fed tightening cycles, #LateCycle slowdowns and #Quad3 outcomes have all been independently been
bearish for the USD. As such, our expectation for a continuation of #StrongDollar commodity and asset price deflation
appears misguided in the context of our dour fundamental outlook for the U.S. economy. That said, however, currencies
cannot be analyzed in isolation and our proprietary analysis of the world’s top-10 economies renders the [dollar-bullish]
global monetary policy divergence theme we authored well intact.




WAS THAT

YoOUR SToMACH
GROWLING?

U S. #RECESSION



MANUFACTURING

MANUFACTURING ACTIVITY CONTRACTED IN BACK TO BACK MONTHS IN DECEMBER FOR THE 15T TIME SINCE 2009. WITH NEW ORDERS AND BACKLOGS BOTH
HOLDING <50, THE NEAR-TERM PROSPECTS FOR REACCELERATION IN BUSINESS ACTIVITY ARE NOT FAVORABLE.

ISM

65 mm Recession Dates = |SM Mfg = |SM Expansion-Contraction Line
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THE CHICAGO PMI HAS SERVED AS A SOLID LEADING INDICATOR AND INCLUDES BOTH MANUFACTURING AND SERVICES INDUSTRIES.
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INDUSTRIAL PRODUCTION GROWTH WENT NEGATIVE IN NOVEMBER FOR THE 15T TIME SINCE 2009.

INDUSTRIAL PRODUCTION

Industrial Production, YoY%

I Recession Dates
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CAPITAL GOODS ORDERS

Core Capital Goods Orders, YoY %

I Recession Dates
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DURABLE GOODS

HEADLINE DURABLE GOODS GROWTH HAS BEEN NEGATIVE IN 8 OF THE LAST 10 MONTHS. MEANWHILE, DURABLE GOODS EX-DEFENSE & AIRCRAFT (l.E. THE
STUFF THE AVERAGE HOUSEHOLD BUYS) HAS BEEN NEGATIVE IN EACH OF THE LAST 7-MONTHS.

mmm Recession Dates ——3 per. Mov. Avg. (Durable Goods, YoY%) ———3 per. Mov. Avg. (Durable Good, Ex-Defense & Aircraft, YoY)
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EXPORT GROWTH HAS BEEN NEGATIVE IN 5 OF THE LAST 6-MONTHS. THE -3.2% GROWTH RECORDED IN THE LATEST MONTH = WORST SINCE NOVEMBER ‘09.

mmm Recession Dates —— Exports (real/Volume), YoY % ——3 per. Mov. Avg. (Exports (real/Volume), YoY %)
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S&P 500 REVENUE AND EARNINGS WERE DOWN -3.8% AND -4.3% YOY IN 3Q15, RESPECTIVELY, AS ONLY 42% AND 46% OF COMPANIES RECORDED SEQUENTIAL

ACCELERATION IN SALES AND EPS GROWTH.

====4per. Mov. Avg. (S&P500 TTM EPS (log Scale))

— S&P500 TTM EPS (log Scale)
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CONTRARIAN THINKING

TRAILING HEDGE FUND CORRELATION TO BETA HELD ABOVE 0.90 FOR A 2N° YEAR IN 2015. BETA CHASING BREAKS DOWN WHEN SECTOR PERFORMANCE
VARIANCE BREAKS OUT LIKE IT DID LAST YEAR.

Hedge Fund Correlation to S&P500 and Ave. Relative Performance
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RETAIL CONFIDENCE

Valuation Confidence Index Crash Confidence Index
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VALUATION CONFIDENCE CRASH CONFIDENCE

Valuation angst is growing among Individual Individual investors are growing increasingly
investors. Institutional investors like current concerned about drawdown risk. Institutional
multiples Investors like the forward prospects




U.S. ECONOMIC INDICATOR SUMMARY

MOST RECENT DATA

LAST PRICE vs.

Period

Personal Spending (Real PCE), Yo¥ % Now-15

Personal Income, Yo% % Nov-15

Real Disposable Income (per capita), YoY % Nov-15

Retail Sales, Yo¥Y %% Nov-15

Consumer Credit, Yo¥ %% Oct-15

. P - WFP Emplovment. MoM Chg Now-15
CONSUN TION Imitial Claims, INSA_ YoY %% Dec-15
Consumer Confidence Dec-15

Consumer Comfort Dec-15

Real Weekly Earnings. Y/Y %% Nov-15

Auto Sales, Millions Units Nov-15

Gas Price Dec-15

Industrial Production, Yo¥ %4 Nov-15

Capacity Utilization Nov-15

Durable Goods Wew Orders, YoY %o Nov-15

Capital Goods - NonDefense Ex-Aiwr. Yo¥Y %% Nov-15

ISM Mig Dec-15

e / - ISM Mfg - New Orders Dec-15
INVESTMENT ISM Mfe - Emplovment|  Dec-15
ISM Services Nov-15

ISM Serwvices - New Orders Nov-15

ISM Services - Emplovment Nov-15

Mfg & Trade Inventories, Yo¥ %& Oct-15

Business Inventories I'S Ratio Oct-15

Housing Starts Nov-15

MNew Home Sales Nov-15

7 - F R MBA Purchase Apps Dec-15
IJ.\—‘TEbTR'IEl\ T MNAHB Survey of Home Builders Dec-15
(Re ! FHFA HPL NSA YoY % Oct-15
Case-Shiller 20-City HPL Yo¥ %o Oct-15

Corelogic HPI, YooY~ %4) Oct-15

. g . Construction Spending, Yo¥ %2 Nov-15
GOVERNMEN Monthly Budget Balance, Bil §'s Nov-15
EXTERNAL International Trade Balance, Bil $'5| Oct-15

Latest data

QoQ Chg
Last Price Prior Period | MoM Chg 3M Ave 60 Ave | TTIM Ave (4gi5)

2.5% 2.7% -0.13%% -0.2%% -0.4%%0 -0.6%%0 -0.5%0
4.4% 4.6%0 -0.25%% -0.2%% -0.2%% -0.3%4% -0.2%%

2.7% 3.1%% -0.38%% -0.3%% -0.2%% -0.2%% -0.1%6
1.4%0 1.7%0 -0.32%% -0.4%% -0.6%0 -0.8%0 -0.8%0
T.0%0 7.0%0 -0.06%0 0.1 %@ 0.1%0 0.1%0 0.1%0
210 297 -87.0 =7 =i -9 81

-5.8% -0.9%% 4.1 % 2.1%0 2.904 4.204 1.7%b

o7 93 = L) 0.4 -0.7 -1.5 2.2

41.7 40.9 0.80 -0.5 -0.3 -1.3 0.5
1.6%0 2.4%0 -0.80%0 -0.5%0 -0.5%0 0.7 %0 -0.3%0
18.1 18.1 -0.07 0.0 0.3 0.8 1.2%4

2.01 2.14 -12.40%% -0.12 -0.33 -0.39 -16.5%%

-1.2%0 0.3%% 1.1 % -1.8%0 -3.0% -1.7%0
77.0 77.5 -0.5 -0.7 -1.0 -1.0%0
1.2% 0.4% 1.5%% 5.6%% 4.1%6 9.39%%
-1.8%0 -0.2%% 1.1% 2.4% 0.8%0 4.506

48.2 48.6 -0.8 -2.0 -3.2 -2.4
40,2 48.9 -1.1 -2.4 -3.5 -2.4
48.1 51.3 -0.9 -2.1 2.9 -2.5
55.0 50.1 -1.4 -2.0 -1.4 -1.2
57.5 62.0 -1.2 -2.8 -1.8 -1.5
55.0 50,2 2.5 1.8 1.1 0.9
2.0%0 2.4%0 -0.2%% -0.4%% -0.8%0 0.4%0
1.38 1.37 0.7 %% 1.3%% 2.2%% 1.0%

1173 1062 111 26 20 73 -3.5%0 5.9%0
400 470 20.0 23 10 -5 -0.6%0 1.7%0
227 211 16.2 14 19 28 5.406 27.2%b

61 62 -1.0 -1.7 -0.7 23 2.0 a.0
6.1%0 6.1%0 -0.01 %% 0.2 %0 0.2%0 0.4%p 0.3%0 0.9%49
5.5%0 5.4% 0.18%% 0.2%0 0.4%% 0.7%% 0.4%% 1.2%
6.8%0 6.9%% -0 13 %0 0.3 %0 1.1%% 1.4%0 1.0%% 24.9%%

10.5%0 | 10.9% -0.5%% -1.1%% -2.0%0 0.4%p -2.7%0 3.2%0
—-64.6 -136.5 72.0 -28 -19 -26 -59.69 -41.65
-43.9 | -42.5 -1.43 12 0.7 0.3 -1.5% 2.6%




RELATIVE TO EXPECTATIONS

THE CURRENT UNMITIGATING TREND OF DISAPPOINTING MACRO DATA IS EERILY REMINISCENT OF THE BREAKDOWN IN DOMESTIC GROWTH MOMENTUM (VS.
EXPECTATIONS) THAT STARTED IN JULY 2006. RECALL THAT THE PREPONDERANCE OF INVESTORS VIEWED THAT AS “MID-CYCLE SLOWDOWN” AS WELL.

= Bloomberg U.S. Econ Surprise Index, Monthly Average (Percentile of Latest Reading = 8%)

Bloomberg U.S. Econ Surprise Index, 3BMMA (Percentile of Latest Reading = 7%)
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ENERGY STATE LABOR TRENDS

JOB LOSS IN ENERGY STATES IS REACCELERATING. A TREND WHICH SHOULD CONTINUE AS HEDGES ROLL OFF AND PRICES DEFLATION PERSISTS

US vs. Energy States - Initial Jobless Claims (LHS)
Crude Oil - WTI (RHS)
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GOODS EMPLOYMENT

GOODS EMPLOYMENT LEADS BOTH SERVICE SECTOR EMPLOYMENT AND THE BROADER CYCLE — AND ITS TRENDING TOWARDS CONTRACTION. FURTHER

EXTERNAL DEMAND SOFTNESS AND A RE-ACCELERATION IN ENERGY/MINING LABOR ADJUSTMENTS WILL CONTINUE TO PULL GROWTH LOWER.
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LABOR INCOME SHARE,

LABOR’S SHARE OF NATIONAL INCOME HAS RISEN IN RECENT QUARTERS BUT WITH REVENUE GROWTH FLAT-TO-DOWN THE BENEFIT TO LABOR = + CORPORATE
COST AND MARGIN PRESSURE .
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SPX MARGINS AND CORPORATE PROFITS AS % OF GDP ARE BOTH PAST PEAK AND LIKELY HEADED LOWER.
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WITH GROWTH ESTIMATES FALLING

2016: GDP REVISION TREND
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INCOME & CONSUMPTION SLOWING

BOTH CONSUMPTION AND AGGREGATE INCOME GROWTH ARE PAST PEAK AND DECELERATING AGAINST STEEPER COMPS.

INCOME & REAL CONSUMPTION GROWTH, YoY
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CAPEX PLANS DECLINING

CAPITAL EXPENDITURE PLANS*

—— Capital Expenditure Plans: Fed Regional Survey Composite (Dallas, NY, KC, Phila, Richmond)

N I

*Note: The composite Capital Expenditure Index above represents an
equal weighted average of the Capital Expenditure Plans component of
the respective regional Fed survey's
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2016 ESTIMATES , MULTIPLES

.... BECAUSE THIS ALWAYS ENDS WELL AT THE END OF A CYCLE.
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MARKET INTERNALS:

% OF RUSSELL 3000 STOCKS TECHNICALLY BROKEN MEAN AND MEDIAN RETURN FROM 52-WEEK HIGH
m Hedgeye Macro Broad Market Breadth Indicator: Technical Screen m Hedgeye Macro Broad Market Breadth Indicator: Average
100% - and Median Delta from Respective 52-week High
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= HARDEST OF THE CYCLE

Comparative Base Effect for the Respective Real GDP Reporting Period

mmmm 2V Average Growth Rate in Comparative Base Period mmmm Trailing 3Y CAGR in Comparative Base Period
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#CREDITCYCLE: LONG IN THE TOOTH

NATIONWIDE CREDIT CONDITIONS WOULD IMPLY WE’'RE SOMEWHERE BETWEEN THE TOP OF THE 8™ AND Our proprietary Bank Credit
BOTTOM OF THE 9™ INNING WITH RESPECT TO THE CURRENT ECONOMIC EXPANSION. Cycle Indicator is an equal-
weighted average of the

Hedgeye Macro U.S. Bank Credit Cycle Indicator ===-- Latest Reading =-7% following time series, each
derived from the Fed’s Senior

U.S. Recession
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NOT ALL CREDIT CYCLES ARE ALIKE

THE CONSENSUS VIEW THAT A RECESSION CANNOT OCCUR UNLESS HOUSING ROLLS OVER IS ONLY PARTIALLY CORRECT. HISTORY SHOWS
THAT RISING DELINQUENCIES IN ONE SECTOR OF CREDIT HAVE TENDED TO PERPETUATE BROAD-BASED CONTAGION IN SHORT ORDER.

U.S. Recession

Total Delinquent Loans and Leases Among U.S. Commercial Banks - YoY % Change

Total Delinquent Secured Real Estate Loans and Leases Among U.S. Commercial Banks - YoY % Change

Total Delinquent C&l Loans and Leases Among U.S. Commercial Banks - YoY % Change
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C&Il LENDING HEADWIND: ' PROFITS

IF CORPORATE PROFITS DECLINE AGAIN IN 4Q15, THAT WILL MARK THE 6™ TIME THROUGHOUT THE PAST 30Y THAT CORPORATE PROFITS
DROPPED FOR TWO CONSECUTIVE QUARTERS, WITH A RECESSION HAVING COMMENCED SHORTLY THEREAFTER THREE-FIFTHS OF THE TIME.

U.S. Recession == J.S. Corporate Profits Before Tax w/ Inventory Valuation and Capital Consumption Adjustments - YoY % Change
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PROFITS = EMPLOYMENT HEADWIND

LARGE ENTERPRISES ACCOUNT FOR AN OVERWHELMING SHARE OF NATIONAL EMPLOYMENT, WHICH IMPLIES #STRONGDOLLAR CORPORATE
PROFIT DEFLATION IS A LARGER HEADWIND TO THE LABOR MARKET THAN CONSENSUS ASSUMES.
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PROFITS ' ; UNEMPLOYMENT

KEEP AN EYE ON THE TREND IN INITIAL JOBLESS CLAIMS AS WE PROGRESS THROUGHOUT 1H16. NOT ONLY HAVE CLAIMS BOTTOMED, BUT THE
CURRENT LENGTH OF TIME AT/BELOW THE CRITICAL THRESHOLD OF 300K WOULD IMPLY ONLY SIX MORE MONTHS OF ECONOMIC EXPANSION.

U.S. Recession = |nitial Jobless Claims SA, SMAVG(6MO) === |ndicator of Late-Cycle Labor Market Strength: 300k
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PROFITS ; STOCKS

WHILE 2+ CONSECUTIVE QUARTERS OF DECLINING CORPORATE PROFITS HAVEN'T ALWAYS SIGNALED RECESSION, SUCH
OCCURRENCES HAVE ALWAYS SIGNALED STOCK MARKET CRASHES IN THE SUBSEQUENT YEAR.

= J.S. Corporate Profits Before Tax w/ Inventory Valuation and Capital Consumption Adjustments - YoY % Change
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NO FALSE POSITIVES HERE

A RECESSION HAS ALWAYS FOLLOWED CREDIT SPREADS WIDENING OFF THE RESPECTIVE CYCLE-LOWS TO A LEVEL BEYOND THEIR LONG-TERM
MEAN. THIS TIME IS NOT DIFFERENT.

Recession Dates e Barclays HY YTW (%) - 10-Yr. Spread (%) = = Historical Mean (HY)
U.S. Corp. BBB/Baa - 10-Yr. Spread (%) === Historical Mean (BBB)
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TROUGH RATES = PEAK LEVERAGE

ZIRP AND QE HAVE CONTRIBUTED TO THE HIGHEST RATES OF HIGH-YIELD BOND ISSUANCE
EVER. WE'VE NEVER SEEN A #CREDITCYCLE TURN WITH THIS MUCH DEBT OUTSTANDING.

Total Corporate Credit Oustanding ($Bn) e INRA HY Avg. YTM (%)
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Aside from the
spike in high yield
credit issuance,
SIFMA reports
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debt is up more
than ~2.5x in the
last 15 years.




PEAK LEVERAGE IN THE WORST PLACE

DOMESTIC COMMODITY PRODUCERS HAVE ESPECIALLY PIGGED OUT ON THE HIGH-YIELD CREDIT BINGE TO
FINANCE CAPEX DESIGNED TO CHASE THE ALL-TIME HIGHS IN COMMODITY PRICES (2011).
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SPREAD RISK: HIGH YIELD

HISTORY SHOWS THAT ONCE HIGH-YIELD SPREADS HAVE WIDENED MEANINGFULLY OFF THE CYCLE-LOWS AS THEY HAVE THROUGHOUT 2015,
THEY DO NOT TIGHTEN AGAIN IN THE SAME CYCLE. MOREOVER, WE'VE NEVER SEEN A CREDIT CYCLE WITH THIS MUCH DEBT OUTSTANDING.
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INVESTMENT GRADE IS AT RISK TOO!

IG SPREADS HAVE WIDENED OFF OF THEIR 2014 CYCLE-LOW - AS HAS CROSS-ASSET VOLATILITY. AGAIN, ALL OF THIS IS OCCURRING AT THE
ALL-TIME HIGHS IN CORPORATE INDEBTEDNESS. REMEMBER, LEVERAGE WORKS TO AMPLIFY RETURNS IN BOTH DIRECTIONS.
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INTEREST RATE DIFFERENTIALS MATTER

U.S. DOLLAR INDEX

= JSD Index 2Y OIS Spread (bps; weighted by DXY basket)
—U.S. Dollar Index (rhs)
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RELATIVE GROWTH RATES MATTER

PERHAPS UNSURPRISINGLY, THE BROAD TRADE-WEIGHTED U.S. DOLLAR INDEX HAS HISTORICALLY TRACKED AND
CONTINUES TO TRACK THE RELATIVE PRICE OF THE U.S. EQUITY MARKET LIKE A GLOVE.

= MSCI U.S. Index/MSCI All-Country World ex-U.S. Index (Ratio) - Broad Trade-Weighted U.S. Dollar Index (rhs)
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GIP = Growth/Iinflation/Policy

Real GDP Cod SAAR 0.5% 1.9% 1.1% 3.0% 3.8% 2. 1% 0.6% 3.9% 2.0%

D Yo 2.8% 1.5% 2.5% 1.7T% 263 2.5% 2.7% 2.1% 3 ate i
2% Average 1 8% 1.5% 2.0% 1.7% 2 0% 1.9% 1.a% 1.8% 2 5% 2.3% 2.7% 2 5% Hedgeye Predictive Tracking Algorithnm 2
3¥ Average 2 o 1,99 19% 1.7% 1.7% 1 8% 1 9% 209 2 1% 1.9% 2 1% 2 2% Bloomberg Consensus Estimane 2.
CAGR (3Y) 2.23% | 190% | 193% | 1.970% | 1.70% | 1.85% | 1.B6% | 2.00% 2.10% | 1.90% | 2.06% | 2.17% Central Bank Forecast 2.

Pl Yo 1.7% 1.9% 1.7% 1.4% 1.636 1.2% | Lax | 2a% 1.3% 0.1% | : are

2¥ Awverage 2.3% 1.7% 1.6% 1.65% 1 6% 1.8% 1.3% 0.7% 1.0% 1.0% Hedgeye Predictive Tracking Algorithm 1.6%
3Y Average 2.2% 2.2% 2.2% 2.3% 2.3% 2.1% 2.0% 1.8% 1.5% 1.0% 1.2% 1.2% Bloomberg Consensus Estimate 1.6%
CAGR (3Y) 219% | 2.15% | 222% | 226% | 234% | 2.14% | 1.98% | 1. BO% 1.47% | 1.01% | 1.15% | 1.16% Central Bank Forecast 1. 1.3

QuAD #1
rowth Accelerating as Inflation Decelerates
Policy Response: NEUTRAL
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QuUAD H4:
Growth Slowing as Inflation Decelerates
Policy Response: D

-50bps

M-axis
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W-axis
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UNITED STATES ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: United States
{(Values Shown as a Percentile of the Respective Trailing 10Y Sample) POlICY Bias:
Previous 3MMA Latest 3MMA, = Previous Value  mLatest Value . e .
Explicitly Hawkish
100856
9% q
. i 78% Appropriateness Level:
Very Low
TO% 4%, 2, %
6% - 56%
50% - 44% Key Economic Risks:
40% - 1. A #LateCycle
30% 1 Slowdown that may
205 7% 5% a1 .
materialize into a
1006
3% i i
ﬁ s recession by mid-
Household Industrial Expors Yo¥ Compesite Benchmark Benchmark CPlYoY % Core CPlYoY PPIYoY%  Bloomberg Bloomberg 2 01 6
Consumption  Predudion % Change=- PMI5SA=55 Consumer Business Change= % Change= Change=- Consensus Consensus
Yoy % Yot % 8.9% Confidence  Confidence 0.5% 2% 1.1% 2016 Real 2016 CPI 2 Rate hikes
Change = Change = - Index =865 Index=194.8 GDP Estimate Estimate = °
2.5% 1.2% =2.5% 1.8% 3 A
: completely
Data Source: Bloomberg. Household Consumption = Mominal Retail Sales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey; ] R
d Real Retail Saleps for the Eurozone, Russia, South Africa and the United Kingdom; and Real PI(J:E for the United States. v mlngIded,
sanguine 2016
Benchmark Equity Market = 2012.66 58.0% 58.5% 37.%% 3.9% 1.4% -2.7% 1.5% 2% a1 a3.8% -0.5% -21% A1.5%
Policy Rate = 0.5% -375bps 25bps 25bps 25bps 25bps 25bps Obps 25bps 25bps 25bps 25bps Obps Obps g rowth (@) Utl (0]0} k
T QIS Sprend vs. Polcy Rote =36bps -18bps 16bps 2Bbps 29bps 20bps 15bps -1bps 10bps 14bps “13bps -12bps 1bps -1bps .
2 Sovereign Debt Yield=1.05% -226bps 42bps Frbps E4bps E2bps 27bps -lbps MHbps A6bps 10bps Abps 2bps -1bps a m O n g InveStO rS
10% Sowereign Debt Yield = 2.25% -#10bps -109bps 24bps -75bps -40bps 12bps -2bps -14bps 25bps -3bps 2bps 1bps -2bps .
LT Breakewen Rate (5YEY or 10%) =1.73% -75bps -125bps -109bps -9Z2bps -f0bps -2bps Obps -Nbps 3bps -Mbps Zbps 2bps Obps a n d p0| ICym a ke rs
U.5. Dollar Index = 98.89 10.9% 24.5% 22.8% 22.4% 2. %% 8.6% 0.3% 2.9% 3.7% 0.5% 1.3% 1.0% 0.7%




FED’S FORECASTS: OUT TO LUNCH

PER THE FOMC’S LATEST DOT PLOT AND SUMMARY OF ECONOMIC PROJECTIONS, THE FED’S FORECASTS FOR BOTH THE
ECONOMY AND INTEREST RATES REMAIN WELL AHEAD OF THE CURVE - DANGEROUSLY SO AT THAT.

FOMC "Dot Plot"

59 O Minutes Dec-15 Jun-15 Median Sep-15 Median Dec-15 Median Fed Funds Futures
}
Latest FOMC Median Rate Projection: |
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4% 2017: 2.375% ) i OOO
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o/ | [}
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o 1
}
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_ l
1% - :
}
|
[}
] Q000000 :
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Real GDP Qo0 1 8% 2.0% 1.8% 1 8% 1.7 1.9% 1.7% 1.8% 1.8% GIP = Growth/Inflation/Policy
Rea DF Yo T.4% B0 7.B% 7.5% 7.9% 7.6% T.2% T.2% T.0% 7.0% B5.9% 3 ate O1aA 0 D16
2% Average 2.4% 8.4% T9% 7 5% 7. 7T% 7.8% 765 7 4% T 2% 72% T.1% Hedgeye Predictive Tracking Algorithm 7.3% 7.0% 6. 7%
3¥ Average 299 B.a%g B T% B 3% B 2% B 1% T 5% 7 6% T 4% 7_3% T_3% Bloomberg Consensus Estimane 6.9%
CAGR (3Y) B8.E89% | B90% | B66% | 8.29% | 823% | 810% TS50 | 760 | 7.37% 7.33% Central Bank Forecast 7.0% MNSA
P 0 1.9% 2.1% 2.4% 2.4% 2.8%% 2.9% 20 1.5% 1.7% d ate 014 0 D16
2¥ Awverage 3.3% 3.1% 2. 6% 2.4% 2.5% 2. 4% 2 2% 1.8% 1.8% 1.9% Hedgeye Predictive Tracking Algorithm 2.0% 2.1%
3¥Y Average 3.2% 2.2% 2 2% 2.0% 2.0% 2 2% Bloomberg Consensus Estimate 20 PSS 1.7%
CAGR (3Y) 3.18% Z227% | 2.15% | 198% | 1.99% | 2.17% Central Bank Forecast A
A0bps
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QuUAD #1
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Policy Response: NEUTRAL Policy Response: HAWKISH
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CHINA ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: China

(Values Shown as a Percentile of the Respective Trailing 10Y Sample) Po"cy Bias:
Previous 3MMa Latest 3MMA = Previous Value mLatest Value Implicitly Dovish
100%
9% o
Appropriateness Level:
. High
76% A 54% g
60%

Key Economic Risks:
1.  Capital outflows
30% - 2. Persistent producer

436
2%
2%
T o 2% i i ' price and
10% 6%
o M N | | . | | | - 0% 0% corporate profit

50% -

Household Industrial  Exports YoY Composite Benchmark Benchmark  CPlYoY % Core CPlYoY PPIYoY %  Bloomberg Bloomberg deﬂatlon
Consumption  Production % Change =- PMI SA=505 Consumer Business Change= % Change= Change=- Consensus Consensus .
Yoy % Yo % 6.8% Confidence  Cerfidence 1.5% 15% 5.9% 2016 Real 2016 CPI 3. A chea pening
Change = Change = Index =103.8 Index=37.9 GDP Estimate Estimate =
1M.2% 62% =65% 1.7% Currency that
Data Source: Bloomberg. Household Consumption = Mominal Retail 5ales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey;
B Real Retail Saleps for the Eurozone, Russia, South Africa and the United Kingdom; and Real PI(::E fo‘;'the United States. ¥ th reatens to Sta”
—— e — ange ange snge 1EM Change ange ¥TD Change 6M Chonge ange ange ange ange 10 Chonge the transition to a
Benchmark Equity Market = 228771 174.6% 158.87% 44.4% 57.8% 59.6% -1.9% % -10.5% 7.7 -6.7% -6.2% ErA | -0.3% .
Policy Rate =1.5% -¥EBbps -125bps -150bps -160bps -160bps -126bps Obps -G0bps -2E5bps Obps Obps Obps Obps CO nS U m ptl O n a n d
1Y OI5 Spread vs. Policy Rate =-10bps - 2bps Fbps -63bps -Hbps 95bps -4bps 24bps -20bps -Gbps -2bps 10bps -Sbps .
Y Sowvereign Debt Yield = 2.6% B0bps -¥7bps -5lbps -180bps -14bps -F4bps 9bps 12bps -9bps -12bps -Bbps 10bps 9bps Serv' Ces_led
10% Sowvereign Debt Yield = 2.93% - -93bps -67bps 174bps -125bps -72bps Fbps -Mbps -24bps -16bps -12bps 10bps Fbps eCO n O m
FX Rate vs. USD = 6.52 F3.7% 1.5% -4.4% 7. 5% -4.9% -4.6% -0.4% -4 8% -2.5% -1.8% -0.5% -0.5% 0.3% y
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Real GDP Qo0 SAAR | -1.5% | -0.6% 23% | 25% | -0.9% |NEISSEN -28% | 18% [NAMSEN -0.5% | 1.0% GIP = Growth/Inflation/Policy
Rea DP Yo 0.2% 0.0%% 0.2% 1.1% 2.0 2.1% 2.7T% | -0.3% 0.7% 1.6%% 3 ate D144 0 D16
2% Average -0.2% 0.1% 1.9% 2.3% 1.1% 1.1% 159 0.4% 0.3% 0_6% 0.B% 0.2% 0.1% Hedgeye Predictive Tracking Algorithnm 002 0.6% 1.2%
3¥ Average 1 9% 1.7% 1.3% 0% 063 0. 7% 2. 1% 1.4% 0.2% 0.4% D6% 0.5% 0.7 Bloomberg Consensus Estimane 0._2% 0.6% 1.1%
CAGR (3Y) 1.59% | 1.15% | 1.25% | 1.01% | 0.56% | 0.73% | 213% | 1.42% | 0.22% | 0.56% | 0.59% | 0.50% | 0.69% Central Bank Forecast
F 0 -0.4% | 0.2 -0.3% 0.9% 1.4% 2.3% 0.5% 0.1% 3 ate 14 0 D16
2¥ Awerage -0.1% | 0.3% | -0.2% -0.1% 0.3% 0D.6% 0. 1.7% 2.1% 2.0% 1.9% 2.0 1.7 Hedgeye Predictive Tracking Algorithm 0.B%
3Y Average -0.3% | 0.1% | -0.3% | -0.2% 0_2% 0.3% D43 1.1% 1.3% 1.2% 1.1% 1.3% 1.a% Bloomberg Consensus Estimate 0.B% 0.B%
CAGR (3Y) =L35% | -0.149% | -029% | -D.18% | 0.22% | 0.29% | 0.39% | 1.13% | 1.27% | 1.24% | 1.05% | 1.25% | 1.449% Central Bank Forecast 0. 7% 1.9%
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M-axis
W-axis
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JAPAN ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: Japan
(Values Shown as a Percentile of the Respective Trailing 10Y Sample)

Previous 3MMA Latest 3MMA, = Previous Value  wLatest Value POI |Cy BIaS:

100% Implicitly Hawkish

B0%

89%

Appropriateness Level:
70% A 66% 66% 5%
o | i . Very Low
Zi o a0% Key Economic Risks:
30% - 1. Growth slowing
20% - = F 2. Falling survey-
10% 1 = based (Tankan) and
- | | | | | | | ol | ( )

Heousehold Industrial Exports YoY Composite  Benchmark Benchmark  CPlYoY % Core CPlYoY PPlYoY %  Bloomberg Bloomberg market-based

Consumption  Produdion 9% Change =- PMI SA=523 Consumer Business Change= % Change= Change=- Consensus Consensus
Yoy % Yoy % 3.3% Confidence  Confidence 0.3% 0.9% 3.6% 2016 Real 2016 CPI (breakeven rateS)
Change=-1% Change= Index =44 Index =483 GDP Estimate Estimate = . .
1.6% =11% 0.8% inflation
Data Source: Bloomberg. Househaold Cansumption = Mominal Retail Sales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexice, South Karea, Taiwan, Thailand and Turkey; eXpeCtatIOI’]S

Feal Retail Sales for the Eurozone, Russia, South Africa and the United Kingdem; and Real PCE far the United States.

3. Popular discontent

gt Indicoto 0 ange onge onge onge 18 ange ange O Change B onge ange ange onge ange 10 onge

Benchmark Equity Market = 18374 1.9% FF.0% 71.9% 12.8% 19.0% 5.5% 3.5% -10.5% 2.0% -5.8% -1.0% 3.5 -0.4% With the
2 Sowvereign Debt Yied=0.01% -28bps -17bps -9bps -3bps -Fbps 2bps 1bps -1bps Obps 2bps Obps 1bps 1bps
10Y Sowversign Debt Yiekd = 0.26% -13bps -30bps -57bps -48bps -21bps -7bps -1bps -23bps -5bps -Bbps -4bps -1bps Obps Abe n O m iCS a g e n d a
LT BEreakewen Rate (BYEY or 10Y) = 0.7% 2bps - - -29bps -B2bps -Bbps -2bps -22bps -10bps -14bps -Bbps -dbps -2bps
FX Rate vs. UED =118.83 -2.4% -29.9% -25.8% -11.8% -14.1% 0.7% 1.2% 3.4% 1.4% 2.6% 2.4% 1.4% 0.5%




4. GERMANY

RWLA 0O 40 0 0 40 Q14 14 Q14 4.0 ¥ Q edg acTo P MWiode
Real GDP Do 0.2% D.4% 0.3% 07 | -01% | 0.2% 0.6% 0.3% 0.4% 0.3%:. GIP = Growth/Inflation/Policy
Rea DP Yo 0.1% | -0.3% 0.7% 1.0% 1.2% 2.6% 1.0% 1.2% 1.6% 1.2% 1.6% 1.8% 3 3 D144 0 D116
2¥ Awverage 1.7% 0.B% -0.1% 0.5% 0.6% 0.5% 0.5% 0.9% 1.1% 1.4% 1.9% 1.3% 1.5% Hedgeye Predictive Tracking Algorithnm 1.6% 1.5%
3¥ Average 2 6% 2.0% 19% 1.6% 1. 4% 0,95 0.8% 0. 7% D.E% D.EB% 0. 7% 1.1% 1 3% Bloomberg Consensus Estimate 1.6% 1.5% 1.8%
CAGR (3Y) 262% ] 195% | 188% | 1.56% | 143% | 0.90% | 0.78% | D67% | 0.77% | 0.83% | O68% | 1.10% | 1.353% Central Bank Forecast 1.6% 1.7%
P 0 2.0% 1.B% 1.5% 1.7% 1.3% 1.0 0.9% 0.8% A% 0.4% d 3 14aA 0 D16
2¥ Awverage 1.8% 1.9% 1. 7% A 1.2% 1.3% 0.9% 0.5% 0.6% 0.4% Hedgeye Predictive Tracking Algorithm 0.8%
3Y Average 2.0% 2.0% 1T 1.5% 1.5% 1 3% 0.9% 0.9% 0_B% Bloomberg Consensus Estimate 0.8%
CAGR (3Y) I 1.06% 0S| 1.74% | 1.52% | 1.52% | 1.25% | 0.92% | 0.93% | 0.83% Central Bank Forecast 0.8% 1.0%
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60bps -

QuAD &1
Growith Accelerating as Inflation Decelerates A0bps - - e e

Policy Response: NEUTRAL Policy Respo KIS H

T T
-B0bps -6Dbp=s 60bps B0bp=s

A D #H4a:
1015 [ing as Inflation Decelerates -A0bps - Growth Slowing o=
Policy Response: DOWVISH Policy Response: [N

Srowt

-60bps

-B0bps -
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GERMANY ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: Germany
{(Values Shown as a Percentile of the Respective Trailing 10Y Sample)

Previous 3MMA Latest 3BMMA = Previous Value mLatestValue P°||Cy Blas:

100% Explicitly Dovish

Appropriateness Level:

8% " %
o 2% Very High
6% - 57%
jg _ 4% iy Key Economic Risks:
% A% q
205 % i 1. Growth slowing
20% 2. Decelerating core
10% | i’f’ o inflation and falling
o ' ' ! ! ' ' - - ' - long-term inflation

Household Industrial Expors Yo¥ Compesite Benchmark Benchmark  CPlYoY % Core CPlYoY PPIYoY%  Bloomberg Bloomberg

Consumption  Predudion % Change= PMI 5A=549 Consumer Business Change= % Change= Change=- Consensus Consensus i
Yoy % Yoy % 2.9% Confidence Confidence 02% 1.2% 2.5% 206 Real 206 CPI eXpeCtathnS
Change= Change= 0% Horizental (Category) Axis Index =29 Index=1087 GDP Estimate Estimate =
2% | 2 =1.8% 1.2% 3. A Completely
Data Source: Bloomberg. Household Consumption = Mominal Retail Sales for Australia, Brazil, Canada, China, Indanesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey, mISgLIIded’

Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United States.

: sanguine 2016

Benchmark Equity Market =10283.44 BE6.3% A7 4% 33.3% 3.0% 27% 5.3% -4.3% -7.0% 7.6% -4.4% 1.4% -3.5% -4.3% g rOWth O utl OO k
Policy Rate = 0.05% -220bps -95bps -70bps -20bps -10bps Obps Obps Obps Obps Obps Obps Obps Obps .
1Y OIS Spread vs. Policy Rate = -11bps -69bps A4bps 27bps -27bps -25bps -22bps Abps 14bps -8bps -2bps Obps bps bps amon g | nveStO s
2 Sowereign Debt Yiekd =-0.25% -212bps -MEbps A3bps -BEbps -27bps -24bps -1bps -10bps -Bbps -Bbps -1bps -2bps -1bps .
10% Sowereign Debt Yield = 0.57% -272bps -Z33bps -97bps -128bps -F0bps 7bps -Gbps -23bps Gbps -Mbps -lbps Obps -Gbps a n d pOl |Cym a ke rS
LT Breakewen Raote (5Y5Y or 10%) =1.08% - -101bps -B6bps -61bps -39bps 20bps Obps -23bps -Gbps -13bp= -Mbps Abps Obps
FX Rate wvs. USD =1.08 -10.6% -18.6% -17.1% -20.3% -20.3% -3.8% -0.2% -2.5% -3.4% -0.5% -1.5% -1.3% -0.3%

T T T



S. UNITED KINGDOM

D0 0 30 ¥ ¥ 40 14 014 Q14 a0y ¥ 0 edg SCTO P Wlode
Real GDP Qo0 0. 7% 0._5% 0.9% 055 0.8% 0.7% 0. 7% 0.4% 0.5% 0.4% GIP = Growth/Inflation/Policy
Rea DF Yo 2.2% 2.1% 2.8% 2.8% 2.8% 2.8% 2.5% 2.3% 2.1% 3 5 O14A 0 D16
2% Average 1.6% 1.6% 1.5%. 1.6% 1.7% 1.9% 2 1% 2. 7% 255 2.8% 2.7% 2.7% 2 5% Hedgeye Predictive Tracking Algorithnm 2.9% 2.3%
3¥ Average 1.7% 1.6% 1.7% 1. 6% 1.8% 2205 1 9% 2. 1% 2 10% 2 29 2.2% 2.5% 2 3% Bloomberg Consensus Estimane 2 5% 2.4% 2. 3%
CAGR (3Y) 1.73% | 163% | 1.67% | 1.63% | 1.77% | 1.96% | 1.90% | 2.10%: | 2 03% | 2.20% | 2.23% | 253% | 2.33% Central Bank Forecast 2. T% Z 5%
F 0 2.49% 2.7% Z2.8% 2.7% 2.T% 2.1% 1.7 1.7% 1.4% 0.9% a 3 014 0 D16
2¥ Awverage 3.1% 2 7% 2_6% A 2.3% 2.2% 2.1% 1.5% 0.9% 0.9% 0.7% Hedgeye Predictive Tracking Algorithm 1.3%
3Y Average 3.2% 2.7% 2.4% 2 2% 1.9% 15% 1.5% 1.4% Bloomberg Consensus Estimate 1.3%
CAGR (3Y) FA5% | 266% | 2.38% | 2 20% | 191% | 153% | 1.46% | 1.38% Central Bank Forecast 1.2% 1.1%
A0bps -
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w-axis: sequential bps change in YoY CPI
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U.K. ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: United Kingdom H H .
(Values Shown as a Percentile of the Respective Trailing 10Y Sample) POIICy Bias:
Previous 3MMA Latest3MMA = Previous Value = latestValue Imp“Cltly DOV|Sh

100%

90% - Appropriateness Level:

94% 4%
84% a1

80% Fair

7056

605 58% q . .
Key Economic Risks:

o 1. A fairly dour 1H16

o | 29% - growth outlook

20% - H I l 2. Structurally

10% &% g 8% depressed rates of

o | | | | | B B B B |

. inflation
Household Industrial  Exports YoY  Composite  Benchmark Benchmark  CPlYoY % Core CPIYoY PPlYoY %  Bloomberg Bloomberg
Consumption  Produdion % Change =- PMI 5A=558 Consumer Business Change= % Change= Change=- Consensus Consensus 3 A Chea pen | ng
Yoy % Yoy % 4.2% Corfidence  Corfidence 1% 1.2% 1.5% 20M6Real 26 CRI :
Change = Change=17% Index =2 Index = 58 GDP Estimate Estimate =
3 0% 3% 13% currency that
Data Source: Bloomberg. Househald Censumption = Neminal Retail Sales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Karea, Taiwan, Thailand and Turkey; threatens to
Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United States.
_ perpetuate a
Benchmark Equity Market = 3367.42 16.3% 8.0% 5.5% -6.6% -8.0% -A.4% -2.0% -6.5% -0.1% -2.1% 3.4% -2.4% -2.%% decelera‘non from
Policy Rate = 0.5% -400bps Obps Obps Obps Obps Obps Obps Obps Obps Obps Obps Obps Obps
1 DIS Spread vs. Policy Rate = 33bps 28bps 34bps 13bps 13bps 10bps 10bps -2bps 1bps Gbps 2bps 1bps Obps -2bps nea r—pea k I’ateS Of
2 Sowereign Debt Yiekd = 0.59% -256bps -BEbps 13bps Bbps -22bps 17bps -Gbps 2bps Bbps -Gbps -lbps -3bps -Gbps .
10% Sowereign Debt Yield =1.88% -220bps -159bps -24bps -NEbps -B8bps 1G6bps -Bbps 12bps 18bps -Bbps Abps -4bps -Bbps CO nSU m ptl O n
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Real GDP Qo0 0.3% 0.0% 0.2% -0.1%. 0. 2% -01% | -0.1% 0.2% 0_1% 005 0.3% GIP = Growth/Inflation/Policy
Rea DF Yo 0.3% 1.1% 0.83% 1.0%% 0.7% 0.9% 1.1% 1.2% 3 5 O14A i D16
2¥ Awverage 1.1% 0.8% 0.3% 0_7% 0.6% 0.5% 0% 0.5% 0.5% 06% 0.B% 0.5% 0.5 Hedgeye Predictive Tracking Algorithm 1.1% D.7%
3¥ Average 1.29% 1.1% 1 2% 1.0% 0.2% 049 D45 D.4% D.4% D.6% 0.73% 0.7 Bloomberg Consensus Estimane 1.1%
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3¥Y Average 1.7% 1.6% 1.73% 1.55% 1.49% 1.1% 1.1% 0_8% 0.5% 0.6%¢ 0.5%. Bloomberg Consensus Estimate 0.6% [FNOELSEN
CAGR (37) 1 73% | 162% | 168% | 154% | 1.36% | 1.149% | 1.11% | 0.83% | 0.51% | 0.56% | 0.48% Central Bank Forecast 0.6% [N
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FRANCE ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: France
{(Values Shown as a Percentile of the Respective Trailing 10Y Sample) P°||Cy Bias:

Previous 3MMA Latest 3MMA, = Previous Value  mLatest Value EXp||C|t|y DOViSh

10056

Appropriateness Level:

20%

8% | 8fa

70% - Very High

60% 1 53%

5% =% a7% Key Economic Risks:
40% 1 % 1. Growth slowing
30% 1 2. Structurally

20% 1 =% depressed rates of
10% 8% . . .

~ | | | | | | 'n ﬁ | - | | inflation and falling

Household Industrial  Exports YoY Composite  Benchmark Benchmark CPlIYoY % Core CPlYoY PPIYoY%  Bloomberg Bloomberg Iong-term inﬂation
Consumption  Predudion % Change= PMI5A=503 Consumer Business Change= 0% % Change= Change=- Consensus Consensus
Yoy % Yoy % 0.7% Confidence  Confidence 07% 2.4% 2016 Real 206 CPI i
Change =11% Change = Index = 896 Index = 98 GDP Estimate Estimate = eXpeCtatlonS
3.6% =1.4% 0.9%

3. A completely

Data Source: Bloomberg. Househaold Consumption = Mominal Retail Sales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey; R A
Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United States. mlngIded,

sanguine 2016

Benchmark Equity Market = 4532 45 -6.5% 15.65% 2.7 6.5% 1.2 6.4% -2.5% -5.9% 1.4% -41% 1.1% -21% -2.5%
Policy Rate = 0.05% -220bps -35bps -F0bps -20bps 10bps Obps Obps Obps Obps Obps Obps Obps Obps g rOWth (@) Utl (0]0} k
T Q15 Spread ws. Policy Rate = -1bps -69bps -Hbps ZFbps -Zbps -2Bbps -22bps -1bps “14bps -Bbps -Zbps Obps “1bps -1bps .
Y Sovereign Debt Yield =-0.217% -206bps -124bps 47bps -59bps —42bps -25bps Qbps -12bps -12bps -9bps -2bps -2bps Obps a m O n g I nveStO I'S
10Y Sowereign Debt Yield = 0.94% -235bps -Z35bps -120bps -161bps -F6bps 16bps -Gbps -20bps Sbps -Bbps 2bps 2bps -Gbps .
LT Breakeven Rate (5YEY or 10Y) =1.01% - -B8bps -73bp= -Slbps -24bps 26bps -lbps -2bps Qbps -14bps -Sbps 1bps -1bps a n d pO| |Cym a ke rS
FX Rate wvs. USD =1.08 -10.6% -18.6% -17.1% -20.3% -20.3% -3.8% -0.2% -2.5% -3.4% -0.5% -1.5% -1.3% -0.3%




7. BRAZIL

BRA 0 30 ¥ ¥ 0 40 14 014 Q14 a0y ¥ 0 0 edg SCTO P Wlode
Real GDP Qo0 0.2% 0.5% 063 -0_2% 0.6% -0.1% 0_1% -0.B% GIP = Growth/Inflation/Policy
Rea D Yo 2.3% 2.3% 2.6% 4.0% 2.4% 2.1% 2.7% -1.2% | -1.a% | -0.7% | -2.0% 3 ate o14A i D16
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CAGR (3Y) ] 350 | 3.11% | 3.13% | 272% | 2.29% | 2.29% | 1.17% | 1.20% | 1.22% | 1.06% | -0.13% | -1 099% Central Bank Forecast -1.9%
F 0 5.2% 5.6% B.4% 6.6% 6.1% 5.8% 6.49% B.6% 6.5% T.T% B.5% d ate D144 0 16
2Y Average 5.2% 6.2% 6.1% 5.B% 5.7% 5.7% 5.5% 6.3% 2% B.7% 7.5% 8.1% Hedgeye Predictive Tracking Algorithm 6.3% 9.0% B.9%
3¥Y Average 5.7% 6.0% 6.1% 6.1% 5.2% 6.1% 6.0% 6.0% 6.0% 6.6% 7.2% TA% Bloomberg Consensus Estimate  6.3% | so% 7.0%
CAGR (3Y) 565% | 596% | 6.07% | 6.05% | 65.15% | 6.05% | 5.98% | 598% | 597% | 599% | 6.60% | 7.15% | 7.38% Central Bank Forecast 5.4%
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w-axis: sequential bps change in YoY CPI
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BRAZIL ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: Brazil PO"CY Bias:
{(Values Shown as a Percentile of the Respective Trailing 10Y Sample)
Previous 3MMA Latest 3MMA, = Previous Value  mLatest Value EXp“C't'y HaWkISh
100%
10056 6%
96% - 86% Appropriateness Level:
80% - Fair
7O
B0 - o o
Key Economic Risks:
50% 0
o 1. A deepening
0% political crisis that
' 2%
20% 7% threatens to delay
16% necessary polic
3% %,
__2% L 0% Ml 0% i
0% : : - - - : - : adjustments
Household Industrial Exports YoY % Composite PMI Benchmark Benchmark CPl Yoy % PPl Yo % Bloomberg Bloomberg
Consumption ProdudionYo¥Y Change=- Sa=445 Consumer Business Change= Change=M1.2% Consensus Consensus 2 Structu ra | |y
YoY % Change % Change=- 8% Confidence Confidence 10.5% 206G Real GDP 206 CPl :
=-5.6% 1.2% Index =752 Index = 386 Estimate = -  Estimate = 7% elevated rateS Of
2.5%
Cata Source: Bloomberg. Household Consumption = Mominal Retail Sales far Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey; Inﬂatlon
Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United States. .
: 3. Capital outflows
Benchmark Bquity Market = 42141.04 20.4% -A0.1% 32.6% 17.3% -23.0% A21% -2.8% 19.8% 10.4% 1% -5.5% 27% -2.8% th at h am pe r both
Policy Rate =14.25% -275bps A50bps F00bps 425bps 225bps 250bps Obps S0bps Obps Obps Obps Obps Obps .
1Y OIS Spread vs. Policy Rate = 152bps 218bps 19bps 164bps 98bps 166bps a8bps 53bps 117bps A1bps 10bps -23bps 2bps 59bps | nveStm e nt an d
2 Sovereign Debt Yield =16.23% - 299bps BE6bps A5Gbps A491bps 2232bps -12bps 291bps F9bps 23bps -Fbps -2bps -12bps .
10Y Sowereign Debt Yield = 16.41% - 434bps 725bps - 433bps 409bps -10bps 283bps 121bps E3bps EQbps Gbps -10bps CO nS U m ptl O n
LT Breakewen Raote (5Y5Y or 10%) = 9.18% - - - - 312bps 235bps Obps 297bps Mdbps 90bps G6bps 17bps Obps rOWth
FX Rate vs. USD = 4.04 -43.7% -58.9% -43.6% -1.1% -45.2% -33.3% -2.0% -22.4% -2.7% -7.1% -4.0% -4.5% -2.0% g




8. ITALY

A 0 30 ¥ ¥ 40 14 014 Q14 a0y ¥ 0 edg SCTO P Wlode
Real GDP Qo0 -0.5% | -0.5% -0.2% 0.0 Ou05% -0.1% -0.2% -0_1% -0.1% 035 0.2% GIP = Growth/Inflation/Policy
Rea DF Yo 1% | -1.5% | -0.9% -0.3% | -0.3% | -0.4% | -0.4% 0.1% 3 z O14A 0 D16
2% Average -1.4% | -1.9% -18% | -15% | -1.2% 1.0 -0.7% | -0.1% 0.2% 029 Hedgeye Predictive Tracking Algorithnm -0.4% 0.4%
3¥ Average -0.3% -0.5% -1 0% -1.3% -1.4% -1.5% -1.3% -0.9% -0.6% -0.4% Bloomberg Consensus Estimane -0.4% 0. 7%
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P 0 1.9% 1.1% 1.1% 0. 7% 0.1% 0.1% 0.2% d 3 014 0 D16
2¥ Awverage 2.2% 2.1% 1.65% iy 0.8% 0.5% 0.4% 0.1% 0.3% 0.1% Hedgeye Predictive Tracking Algorithm 0.3%
3¥Y Average 2.3% 2.4% 2.2% 1.9% 1.6% 1.4% 1.1% 0.7% 0656 0.4% Bloomberg Consensus Estimate 0.2% 0.1%
CAGR (3Y) 239% | 236% | 217% | 1B9% | 1.62% | 1.39% | 1.10% | 0.72% | 0.55% | 0.41% Central Bank Forecast 0.2% 0.2%
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ITALY ECONOMIC SUMMARY

10056

Key High Frequency Growth and Inflation Indicators: ltaly

{(Values Shown as a Percentile of the Respective Trailing 10Y Sample)

Previous 3MMA

Latest 3MMA

= Previous Value

m Latest Value

7% 9%

86%
80% - 76%
70%
60% 1 54%
50% -
40%
30% 5%
20% -
k%

7%

74%
‘ 63%

Household Industrial
Consumption  Predudion
YoY% Yoy %
Change = Change =
1.8% 2.9%

Exports Yo¥ Compesite  Benchmark Benchmark

% Change =- PMI 5A =543 Consumer Business
1.4% Confidence  Confidence
Index =176 Index=106

CPlYoY % Core CPlYoY PPl YoY%

Change =

01%

% Change =
07%

Change = -

4.2%

Bloomberg
Consensus
206 Real

=13%

Bloomberg
Consensus
206 CPI
GDP Estimate Estimate =

0.8%

Cata Source: Bloomberg. Household Consumption = Mominal Retail Sales far Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey;
Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United States.

Market |ndicator 10Y Changae 5Y Change 3Y Change 2Y Chonge 18BM Chenge 1Y Chonge YTDQ Chonge &M Change 3M Change 1M Change 3W Chonge TW Chaonge 10 Change

Benchmark Equity Market = 2073381 -432.9% 0.9% 223% B.5% -3.8% 4% 3. -7.9% A1 -5.8% 1.1% -3.0% -3.Fk
Policy Rate = 0.05% -220bps -95bps -70bps -20bps -10bps Obps Obps Obps Obps Obps Obps Obps Obps

T Q15 Spread ws. Policy Rate = -1bps -69bps -Hbps ZFbps -Zbps -2Bbps -22bps -1bps “14bps -Bbps -Zbps Obps “1bps -1bps
2 Sovereign Debt Yield= 0% -283bps -26Ebps -167bps -102bps -“49bps -29bps 2bps -27bps -Bbps -Bbps -9bps 2bps 2bps

10% Soewereign Debt Yield =1.55% -134bps -208bps -7 2bps -237bps -129bps -19bps -Gbps -F0bps -Bbps -Mbps -9bps -Gbps -Gbps

LT Breakeven Rate (5¥5Y or 10%) =0.92% - -84bps -60bps -22bps -29bps 23bps Obps -20bps Abps -Gbps 1bps 3bps Obps
FX Rate wvs. USD =1.08 -10.6% -18.6% -17.1% -20.3% -20.3% -3.8% -0.2% -2.5% -3.4% -0.5% -1.5% -1.3% -0.3%

Policy Bias:
Explicitly Dovish

Appropriateness Level:
Very High

Key Economic Risks:
1. A #LateCycle
Slowdown that may
materialize into a
recession by mid-
2016
2. A completely
misguided,
sanguine 2016
growth outlook
among investors
and policymakers
3. Persistent producer
price deflation
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Rea P Yo 6.3% 7.0% 7.5% B.4% 6.7% 6.7% B.4% 6.6% T7.5% 0% T.49% d ate 134 0 D16
2Y Awverage a1 5.B% 5.8% 6.9% 5.7% 5.7% 6.9% 2.0% 6.5% 7T1% 6.9% 7O Hedgeye Predictive Tracking Algorithm 7.1% 7.2% 6.B%
3Y Awverage T.2% 6.7% 6. 7% 6.4% 6.9% B0 5.7% 6.1% T.4% 6.0% 6.3% 6.9% T7.8% Bloomberg Consensus Estimate T.4% T 2%
CAGR [3Y) FIA16% | 6.72% | 6.68% | 6.36% | 6.93% | 596% | 5.73% | 6.06% | 7 40% | 6.00% | 6.29% | 6.90% | L.77% Central Bank Forecast TA%
P 0 B.8% 2.7% T.9% 6. 7% 4.1% 5.3% 5.1% 3.9% 3 ate 1A 0 D16
2¥Y Awverage 5.0% 4 9% B.1% 9 1% 8.3% B.4% 7 3% 6.8% 6.5% 5.3% Hedgeye Predictive Tracking Algorithm 6.7%
3Y Awverage 3.3% 3.3% 5.4% 6.2% 6.7% 5.8% 2.1% 2.9% B.9% B.1% 7.B% 7.3% 6.9% Bloomberg Consensus Estimate 6.2%
CAGR [3Y) F 2% | 315 | 531% | 6.14% | 6.60% | 6.67% | 813% | BEESS | BOFE | B 10% | 7.79% | 7.24% | 6. 88% Central Bank Forecast 6.0% 5. 5%
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T 1
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QUAD #4:
Growth Slowing as Inflation Decelerd
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w-axis: sequential bps change in YoY CPI
yv-axis: segquential bps change in Yo¥Y Real GDP
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INDIA ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: India
(Values Shown as a Percentile of the Respective Trailing 10Y Sample)

Previous 3MMA Latest 3MMA = Previous WValue wlLatestWalue
100%
%
A -
80% 1
73% 7%
70% 1
60% 1 4%
509 4 47%
4056
308 4 28%
20% 1
1Z%
o = = 1
Household Industrial Exports YoY % Composite PMI Benchmark Benchmark CPI Yo % PPl Yo 3% Bloomberg Bloomberg
Consumption ProdudionYo¥  Change = - 5A=502 Consumer Business  Change =5.4% Change =-1.4% Consensus Consensus
¥oY % Change % Change = 24.4% Corfidence Confidence 20M6Real GDP 206 CH
=10.4% 9.8% Index =473 Index =92 Estimate = 7.4% Estimate = 5%

Data Source: Bloomberg. Househeold Consumption = Maminal Retail Sales for Australia, Brazil, Canada, China, Indenesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey,;
Real Retail Sales for the Eurozone, Russia, South Africa and the United Kingdom; and Real PCE for the United 5tates.

arket Indicoto 0 nnge nnge nnge nnge ge nnge D ge B oe ge oe ge onge 10 Chonge
Benchmark Equity Market = 25580.34 166.0% 26.0% 29.3% 227% -1.5% -B.1% -2.1% -B.9% -4 5% -0.2% 1.0% -1.9% -0.2%
Policy Rate =6.75% B0bps BObps -125bps -100bps -125bps -12Ebps Obps -B0bps Obps Qbps Obps Qbps Qbps
T Q15 Spread vs. Policy Rate = 29bps 67bps -4Ebps FObps -29bps -Bbps 52bps -2bps Bbps 2bps -6bps -Bbps -2bps -2bps
2Y Sowereign Debt Yield =7.35% 1M3bps -24bps -49bps -123bps -87bps -64bps -14bps -A3bps -10bps -5bps -2bps -13bps 1bps
10% Sowereign Debt Yield = 7.74% G5bps -22bps -19bps -N0bps -93bps -15bps -2bps -Bbps Zbps -2bps -5bps -Zbps 2bps
F¥ Rote vs. USD = 66.6 -32.9% -31.9% -17.7% -6.5% -10.3% -4 7% -0.5% -4 8% -2.7% 0.1% 0.4% -0.5% 0.0%

Policy Bias:
Explicitly Dovish

Appropriateness Level:
Low

Key Economic Risks:
1. Accelerating and
above-target
inflation
Slowing growth
Political infighting
that continues to
delay the
implementation of
critical economic
reforms

2.
3.
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Real GDP Do 4.0% T 2% 4. 8% 7.4% 4 4% 4. 7% GIP = Growth/Inflation/Policy
Rea DP Yo 0.7% 1.2% 1.3% 2.1% 0.6% 0.7% 0.9% 0.4% 3 ate D14A 0 (116
2% Average 2. 7% 2 7% 2 2% 2.1% 0. 7% 1.0%% 1.1% 1.3% -0.B% | -2.0% | -1.6% Hedgeye Predictive Tracking Algorithnm 0.7% -0.1%
3¥ Average 2.9% 2 9% 3 1% 3 1% 209 1.8% 1.5% -0.3% -0.9% -0.6% Bloomberg Consensus Estimane 0.5% -0_2%
CAGR (3Y) 2 89% | 289% | 5312% | 3.09% | 1.98% | 2.02% | 1.76% | 1.50% | -0.51% | 0.945% | -0.66% Central Bank Forecast 0.6%
P 0 T.1% T.2% B.4% 6.4 5.3 7.6% T.7% 9.6% a ate 14aA 0 D16
2¥ Awerage T.1% 6.6% 5.5% 5. 5% 6.2% 6.5% B.8% T.4% T0% B.0% 11.3% | 11.7% | 11.7% Hedgeye Predictive Tracking Algorithm T.8% B O%
3Y Average 6.8% T 1% 6.8% 6.8% 6.8% 6. 6% 5.8% 6.2% 5. 7% T7.5% 0.9% 10 2% 0o Bloomberg Consensus Estimate T B B.D%
CAGR (3Y) 6.78% | 7.12% | 6.82% | 6.82% | 6.84% | 6.56% | 5.79% | 6.18% | 6.70% | 7.51% | 9. 82% | 10L1Z% ] 9.85% Central Bank Forecast 9.0% 11.9%
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RUSSIA ECONOMIC SUMMARY

Key High Frequency Growth and Inflation Indicators: Russia
(Values Shown as a Percentile of the Respective Trailing 10Y Sample)
Previous 3MMA Latest 3MMA. = Previous Value  wLatest Value H H
Policy Bias:
100% . . .
Implicitly Hawkish
90% - 85% 5%
80% A
.
o as% Appropriateness Level:
0% | Fair
°% | |
A5 | Vertical (Value) Axis Major Gridlines I Key ECOI‘IomIC R|SkS:
30% - , 1. Continued
20% 1 0% o - o #StrongDollar
10% 4 6% . .
0% . B - . | #Deflation in the
Household  Industrial  Exports Yo¥ Composite Benchmark Benchmark CPlYoY % Core CPIYoY PPlYoY% Bloomberg Bloomberg energy com pleX
Consumption Produdion % Change =- PMI SA=478 Consumer Business Change= % Change = Change = Consensus  Consensus
Yoy % Yoy % 34.4% Confidence  Conrfidence 12.9% 15.9% 13.9% 2016 Real 2016 CPI 2 Structu ra”
. : : y
Change=- Change=- Index = 65 Index =1 GDP Estimate Estimate = 8%
e e o depressed rates of
Data Source: Bloomberg. Household Consumption = Mominal Retail 5ales for Australia, Brazil, Canada, China, Indonesia, Japan, Mexico, South Korea, Taiwan, Thailand and Turkey; FOWth
Real Retail Sales for the Eurczone, Russia, South Africa and the United Kingdom; and Real PCE for the United States. g
arket Indicoto 0 ange ange ange ange 18 ange ange D Change B ange ange ange ange ange 10 Chenge 3. Structura”y
Benchmark Equity Market = 749,28 -33.4% -57.7% -50.9% -48.1% -44.9% -5.2% -1.0% -18.5% -2.0% 7% -1.6% -0.9% -1.0%
Folicy Rate =11% - - - EGQbps 2E60bps -600bps Obps -G0bps Obps Obps Obps Obps Obps elevated rates Of
1% OI5 Spread vs. Policy Rate = 60bps - - - -87bps -122bps -310bps Obps -44bps -93bps 1Mbps -20bps Qbps Obps . fl t-
Y Sowereign Debt Yield =10.01% - 367bps A64bps A70bps 182bps -451bps -12bps -152bps -112bps -Hbps -64bps -25bps -12bps In a Ion
10% Sowereign Debt Yield = 9.51% - 128bps 252bps 163bps 96bps -249bps —4bps -124bps -144bps Fbps -25bps -2bps -Abps
FX Rote vs. USD =73.19 -60.5% -58.0% -58.3% -54.4% -52.8% -19.1% 0.2% -23.2% -9.3% -6.5% -3.1% -0.7% -0.4%




IF THE POLICY DIVERGENCE LIVES ON...

WITH RESPECT TO UNCONVENTIONAL MONETARY POLICY, THE KEY DIVERGENCE TO FOCUS ON IS THE DELTA BETWEEN THE FED’S BALANCE

SHEET — WHICH IS CONTRACTING — AND THE BALANCE SHEETS OF THE ECB AND BOJ - WHICH ARE EXPANDING RAPIDLY.

- FECB Balance Sheet as a % of GDP
= B0OJ Balance Sheet as a % of GDP (rhs)

== [ed Balance Sheet as a % of GDP

== BOE Balance Sheet as a % of GDP
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..l HEN #STRONGDOLLAR LIVES ON

AFTER FIVE YEARS OF SLOWER GROWTH, EXTERNAL MONEY SUPPLY GROWTH IS NOW OUTPACING DOMESTIC MONEY SUPPLY GROWTH. THIS DEVELOPMENT
HAS CONTRIBUTED TO AND SHOULD CONTINUE TO CONTRIBUTE TO AN INVESTABLE SUPPLY/DEMAND IMBALANCE IN THE CURRENCY MARKET.

= .S. M1YoY % Change (3MMA)
RoW Weighted Average M1YoY % Change According to the New SDR Basket (3MMA)
— Trade-Weghted U.S. Dollar Index (rhs)
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#STRONGDOLLAR CAN EASILY PERSIST

WITH “30-60% DOWNSIDE TO THE RESPECTIVE RECORDED ALL-TIME LOWS IN THE EUR (40%), CNY (25%), JPY (67%) AND GBP (28%), IT’'S NOT A
STRETCH TO ANTICIPATE CONTINUED DOLLAR STRENGTH FROM HERE IN THE CONTEXT OF OUR #CURRENCYWAR THEME.

= J.S. Dollar Index (Latest Value = 56th Percentile) - Trade-Weighted U.S. Dollar Index (Latest Value = 51st Percentile)
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THEMATIC INVESTMENT CONCLUSIONS

' TRADE (3 WEEKS OR LESS)

LONGS: U.S. Dollar (UUP), Long-term Treasuries (TLT), Utilities (XLU)
SHORTS: S&P 500 (SPY), Retailers (XRT), Financials (XLF)

‘ TREND (3 MONTHS OR MORE)

LONGS: Long-term Treasuries (TLT), Muni Bonds (MUB), Ultra Long-term Treasuries (EDV), U.S. Equity
Volatility (VXX), Germany (EWG)

SHORTS: Euro (FXE), S&P 500 (SPY), Retailers (XRT), Financials (XLF), Russell 2000 (IWM), Spain
(EWP)

‘ TAIL (3 YEARS OR LESS)

LONGS: U.S. Dollar (UUP), Long-term Treasuries (TLT), Japan (DXJ)
SHORTS: Euro (FXE), High-Yield Credit (JNK), Russell 2000 (IWM)




FOR MORE INFORMATION CONTACT:

SALES@HEDGEYE.COM
203.562.6500
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