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HEDGEYE ASSET ALLOCATION

U.S. INT'L FOREIGN FIXED
EQUITIES EQUITIES COMMODITIES EXCHANGE INCOME

3/28/2017 ywryl 26 19 0 28 0
3/29/2017 ey 24 18 0 26 0

CASH

U.S. INT'L FOREIGN FIXED
EQUITIES EQUITIES EXCHANGE INCOME

3/28/2017 peaEs 79% 58% 0% 85% 0%
3/29/2017 gEPES 73% 55% 0% 79% 0%

The maximum preferred exposure for cash is 100%. The maximum preferred exposure for each of the other asset classes is 33%.

CASH COMMODITIES
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VOL

Both vols (velume and volatility) continue to signal raging bull in U.S.
Equity terms. In contrast to decelerating volume on correction days,
Total U.S. Equity Volume (including dark pool) #accelerated +17% day-
over-day and +21% vs. its 1-month average yesterday. Meanwhile
front month VIX backed off at the top-end of its bearish risk range and
implied volatility premiums remain high.



EUROPE

Freshly squeezed new highs for both the EuroStoxx50 and the
German DAX this morning as European economic data continues to
accelerate, sequentially, and political fears have been trumped by the
term structure of bearish market bets. The highest implied volatility
premiums (vs. 30-60 day realized) in macro are still in European
stocks.



COPPER

Not to be confusedwith our bullishness on U.S., European, and
Japanese Equities (when they’re on sale), we do not like Commodities
as an asset.allocation here. Copper looks a lot like the CRB Index
(breaking.bearish) as Reflation’s Peak remains a theme vigorously
debated in client meetings. Keith was in Boston for the last 2 days and

will be In Pittsburgh today.



MACRO & HOUSING
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THE REFLATION NARRATIVE

The expedited repricing of the growth outlook drove crowded positioning in reflation
exposures

=>the market began to price in Reflation’s Peak as we traversed trough energy comps in 1Q

=> Le Pen’s odds rolled over, the Euro got a relative bid, German yields moved up, US-
German spreads tightened

=> Euro strength, improving yield differentials, and a “dovish hike” put some short-term
pressure on the USD and US Treasuries ....

=> Oil weakness and rising concern around the prospects for health reform (and its impact
on the tax reform/fiscal stimulus timeline) add further angst around the base reflation
narrative.



LEN PEN { = EURO 1t

LE PEN ODDS vs EURO
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GERMAN YIELDS t, $USD ¢

U.S. German Yield Differential vs SUSD
2012-Present

& US- German 10Y Yield Differential vs SUSD @ US-German 2Y Yield Differential vs SUSD
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HEDGING POLITICAL UNCERTAINTY

120.0% Implied Volatility Premium Comparison (60D Window)
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EUROPE: DIVERGENCE IN TREND VS. EXPECTATION

Volatility Premium Rankings TTM (Average Z-Score)

-1.46 IG Corporate Bonds
-1.34 Natural Gas ETF
-0.94 Mid-Term Treasuries ETF

-0.58 ' S&P TSX 60 Index
-0.56 Muni-Bond ETF
Pov@4aresiBaserMetals
-0.46T Treasuries’ETF
-0.34 mYenvETF
-0.2GbpperETFE

AuQrdniDollar
FTSE MIB Index

Brent Crude Oil

Tokyo TOPIX Index
Powershares Agriculture
FTSE 100 Index

I-Shares China |

Euro Stoxx 50 index
CAC 40 Index

Swiss Market Index
KOSPI Index

Average Z-Score: The avg. z-score
aggregates the relative implied
volatility premiums of 30D, 60D, 3Mth,
and 6Mth windows for each ticker. A
high z-score indicates implied volatility
that is trading at a relative premium to
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1.63
1.66
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TRADE BALANCE =

GOODS TRADE BALANCE

mm Goods Trade Balance, QoQ % ——GDP%NETX Index
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INVENTORIES 1+

Private Inventories

u Retail + Wholesale Inventories QoQ %
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FEB ISM CONFIRMS

mmRecession Dates —|SM Customer Inventories

ISM Customer Inventores: The Customer Inventory component of the ISM Mfg Index represents

g managers characterization of the inventory level of their customers. A gainin the index
dup of inventory which generally signals - future orders/factory outp




HPI: 3 YEAR HIGHS

co CASE-SHILLER: NATIONAL VS 20-CITY HPI
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HPI: 2N° DERIVATIVE POSITIVE

CASE-SHILLER: Y/Y Chg vs 2nd Derivative Trend
Current vs 6-Months Ago

Case-Shiller: YoY vs 6Mo Chg in YoY RoC (Current)
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VOLUME: UNDERWHELMING ....

EXISTING HOME SALES (1-MO LAG) VS PENDING HOME SALES, SAAR
GAINSINCE FEBRUARY 2014 TROUGH

—+—Existing Home Sales (SAAR) =¢=NAR: Pending Home Sales (Index)

120 EHS vs PHS: Short-term dislocations between PHS and EHS
have been generally resolved via EHS re-coupling to PHS.

110 -

We got the expected softness in EHS in Feb.
105 Absent a positive revision or meaningful
increase in PHS in February, the still existent
divergence between signed contract activity and
closed transaction volume continues to suggest
downside in EHS in the coming month(s)
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CONFIDENCE

Conference Board

CONSUMER CONFIDENCE:

mmmm Recession Dates

Ave Peak Level

Consumer Confidence (Conference Board)
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CORPORATE

10% -

PROFITS 1t

CORPORATE PROFITS, YoY %
---+Poly. (Corporate Profits, Yo %)
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LONG THE RICH?

LUX SPENDING: THE BIG BOUNCE

Asset Price Inflation vs Luxury Goods Consumption* High ticket
B Luxury Goods Consumption, YoY % 9 5PX Index, Yo % discretionary
==# Poly. (Luxury Goods Consumption, YoY %) = =4 Poly. (SPX Index, YoY %) .
1o consumption and
19.0% financial asset prices
17.0% show a solid direct
7 relationship. With
15.0% i . ..
domestic equities
13.0% o/ largely flat for 2
11.0% - (] years into late 2016,
0.0% ? spending on luxury
goods collapsed.
7.0% s Will renewed asset
5.0% u Seagn a3% price inflation also
3.0% Y bring resurgent
I ”’3" %‘ e spending at the high
1.0%
uze r..”, . . end?
-1.0% 20’10 2011 2012 2013 2014 2015 2017

“Luxury Goods = PCE for Pieasure Boats, Aircraft, Jewelny, Watches
==3PX: Performance colculated using average annual price, 2017 = Ave price YTD, prices as of 3/17/17

& Hedgeye Risk Management LLC. All Rights Reserved.
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EURO STOXX 50 INDEX

. . . ® StockCharts.com
28-Mar-2017 Open 343066 High 2466.37 Low 3437 67 Close 246507 Chg +27 .93 (+0.81%) a
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REALIZED VOLATILITY IMPLIED VOLATILTY* IMPLIED** VS. REALIZED VOLATILITY
3
30 Day 60 Day Month
Z- Z-
Duration of Realized (%) At-The-Money % Z-Score Score Score
Index/Security | Ticker 30D 60D 90D Current | v 1M Avg ;\?QM :\?gM Ticker Premium TTM 3Yr Premium | TTM 3Yr Premium | TTM 3Yr
S&P 500 SPX 77% 6.9% 7.1% 10.7% 10.2% 103% -3.2% SPX 35.5% 0.38 0.86 57.0% 143 1.94 63.9% 2n 243
Russell 2000 RTY 14.8% 14.5% 14.0% 16.5% 73% 4.2% -16% RTY 1.2% 0.28 0.25 14.3% 0.63 0.38 22.8% 146 0.81
Nasdag 100 NDX 77% 7.0% B.7% 121 14% 26% -9.1% NDX 475% 0.78 137 754% 244 3.2 51.0% 2.07 234
gSD Index uup 73% 7.6% 7.6% 93% 26.1% 10.6% 10.2% uup 5.6% -0.31 -0.29 17.8% 0.20 0.19 9.4% -0.24 -0.20
onsumer
Discret. XLY 7.9% 7.2% 9.1% 1.5% 85% -10% -10.6% XLY 35.8% 0.51 0.99 61.2% 2.05 257 343% 120 146
Financials XLF 15.6% 15.5% 14.9% 17.8% 1.2% 8.2% 2.6% XLF 15.9% 017 0.37 13.7% 034 0.40 17.8% 116 0.70
Healthcare XLV 9.2% 9.6% 10.0% 12.5% 37% -0.6% “12% XLv 34.6% 0.81 122 315% 130 157 30.6% 1.80 1.81
'I(':echnol ogy XLK 2.0% 74% 9.5% 12.6% 13.0% 5.6% -4.0% XLK 48.7% 1.00 157 69.8% 256 3.00 353% 1.69 1.63
onsumer
Staples XLP 65% 74% 8.5% 10.6% 7.0% 4.0% -6.6% XLp 54.0% 1.9 1.99 42.7% 222 221 28.1% 150 131
Utilities XL 12.6% 12.0% 13.8% 13.9% 34% -0.1% -10.5% XL 6.6% 037 0.53 15.4% 147 153 0.4% 036 035
Energy XLE 16.4% 14.9% 16.7% 18.7% 10.0% 97% -0.2% XLE 9.8% 0.26 0.24 26.8% 1.88 130 15.7% 172 0.76
Energy XOP 265% 235% 30.1% 29.1% 54% 53% -47% XoP 8.2% 0.12 0.23 25.6% 179 156 0.8% 0.86 0.17
Materials XLB 12.2% 1.9% M3% 1419 2.0% 57% -3.0% XLB 23.0% 0.41 0.51 173% 049 046 27.6% 134 1.03
Industrials xu 10.8% 10.1% 9.9% 13.7% 123% 9.6% 23% XLI 24.1% 0.30 0.64 36.5% 130 1.50 44.7% 249 226
Transports IYT 15.9% 14.8% M2% 16.0% -23% -64% -B4% YT 15% -0.49 -0.33 10.9% -0.08 0.14 235% 0.72 0.95
WTI Crude Qil uso 22.7% 232% 294% 30.2% 10.0% 8.6% -67% uso 10.0% 0.94 0.91 32.9% 210 132 9.0% 117 017
Natural Gas UNG 40.0% 44.2% 46.6% 36.1% -3.8% -14.2% -19.0% UNG -10.9% -0.81 -0.73 -183% -1.05 -1.04 -225% -1.36 112
Gold GLD 10.0% 10.7% 1.6% 12.5% 5.0% -4.0% -N5% GLD M4% 0.36 031 18.2% 1.00 0.70 1.2% 0.69 0.32
Silver SLV 19.4% 18.0% 19.1% 19.7% 19% -7.8% -14.7% SLV -4.4%, -0.7 -0.78 124% 0.98 -0.03 7.5% 043 -0.25
Copper Jjc 20.9% 25.8% 24.8% 253% 8.8% 3.1% 04% Jic 7.6% -0.14 -0.13 77% -0.52 -0.62 -12.0% -0.73 0.9
Corn CORN 14.0% 13.6% 15.0% 19.7% 55% 95% 6.5% CORN | 325% 1M 0.66 50.7% 214 1.68 49.2% 156 146
Soybeans SOYB N7% 14.3% 15.1% 26.2% 37.8% 255% 23.8% | SOYB | 1591 343 2.03 70.6% 0.69 0.67 314% -0.27 -0.22
Wheat WEAT 18.4% 19.6% 19.1% 293% 16.4% 3.2% 17% WEAT | 452% -0.14 -0.14 4.8 -0.31 -0.1 24.4% -0.82 -0.31

“implied volatility on ai-the-money front month contracts

*implied voldiility of at-the-money options expiring in the given durdation vs. realized voldtility over the given duration
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD %% ¥TD %

SECTOR Ticker  Price Chg Chg Che
Consumer Discretionary XLY 587.19
Financial Select Sector XLF  523.77
Health Care Select Sector XLV  574.54
Technology Select Sector XLK  553.22
Consumer Staples Select Sector XLP  554.75
Industrial Select Sector XLl  564.98
Materials Select Sector XLB  552.37
The Energy Select Sector XLE 569.21
Utilities Select Sector XLU  551.65
S5&P 500 SPX 2,358.57
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD %6 ¥YTD %

Ticker  Price Chg Che Chg
Consumer Discretionary XLY S87.19 s 1.76%
Financial Select Sector XLF 523.77 -2.92% -3.11%
Health Care Select Sector XLV 574,54 o -0.39% 2.077%
Technology Select Sector XLK  553.22 o 1.88% 4.70%
Consumer Staples Select Sector XLP 55475 % -0.42%  0.53%
Industrial Select Sector XLl  564.98 3 -1.12%  -0.91%
Materials Select Sector XLB  552.37 0.44%  0.02%

The Energy Select Sector XLE 569.21 -2.83% -13.46%
Utilities Select Sector XLU 551.65 : -0.02%  0.99%
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HEDGEYE STYLE FACTOR PERFORMANCE

1D 1W 1M IM oM YID
FACTOR Yo Chy Yo Chy % Che Ye Chg %e Chg ¥e Chg
High Debt EV -1.8% 3.5% 6.8% 3.8%
Low DebtEV
High Short Interest
Low Short Interest
High Beta
Low Beta
High Yield 0.7% 0.3% 2.00% 0.6% 0.1% 0.3%
Low Yield
MCAP Bottom 25%
MCAP Top 23%
Top 23% Sales Growth
Bottom 23% Sales Growth 0.7% 0.6% -1.6% 1.7% 3.3% 2.0%
Top 25% EPS Growth
Bottom 23% EPS Growth 0.7% 04% -1.8% 2.0% 2.7% 2.1%

De bt

51

YIELD| BETA

MKT
cAP

EF5 | Sales

*Mean Performance of Top Quartile vs. Bottom Quartile, S&EP300 Companies
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HEDGEYE RATES & SPREADS

1D 5D IM IM vs. 32-Wk, Bps V5. V5.
Price BpsChg  BpsChg  BpsChg BpsChg . High Low Y Ave 5Y Ave

3M T-Bill 0.77% 0.0 1.5 17 16 -1 61 61 65
M LIBOR 1.15% 0.0 -0.4 9 15 0 53 65 73
2Y T-Note 1.30% 4.9 4.2 4 5 -10 81 58 15
5Y T-Note 1.96% 4.5 1.7 3 -3 -18 107 4 63
10T T-Note 1.41% 4.0 0.0 3 -9 -1 110 13 27
307 T-Note 3.02% 4.0 -1.0 3 -7 -19 04 15 0
2Y-10Y Spread, Bps 112 -0.9 -4.1 -1.4 -14 -13 29 -30 -48
IG SPREAD (AAABBB)  L.54% 0.0 -0 9 2 -49 9 -15 -20
HIGH YIELD 6.21% -5.8 12.3 30 -19 -179 49 -44 -M

5Y BREAKEVEN 1.95% -0.1 -1.9 -4.7 8.7  -11.3 02 @ s 3.2
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Z-Score

March 29, 2017

METRIC Latest Ti"m"Chg JA Ave oMl Ave 1Y Ave 1Y Y
SPX (Index + E-mini) 19 386 63_302 57,137 22441 45152 040X 102X
BEnzzell 2000 (mind) (40.760) (18,247 42 809 33,733 5,008 E-l_ﬂ-}'}{' 057X
10T Treasury 6. 120380 (3019000 (175.436) (?ﬁ-:ﬁ-i&}é gx 007X
CRUDE OIL 474 989 (25,1700 323,480 465,105 410990 : 0.79X 151X
GOLD 63,971 16,136 67,632 103,793 166,541 é-}.__}fﬂ'{' -0 44X
COPPER . 861 (30) 4702 34004 IS8 0HBX 126X
S5USD 46,206 (1.493) 48,600 46,669 3[:':139'5 086X 0.38% |
JPY (72,5334) 129 (66,824) (26,616) 11,933 1.}.}_3'{ 072X
EUR (18.245) 20,462 (47.973) (78,648) [?4:166}5 162X 148X
GEP (113271) (6.378) (71,074) (74,942)
L]
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY ME: (3/28) vs.

3M ave 1Y Ave
Tutal Market Unfume " 17% " 21% 28% 2%
Tntal E:change anume** 5% -6% -3% -5%
Total Traded Value (R3K)*** 0% -12% -6% -3%

*Total Market Volume =Total US exchange volume plus OTC and OTCBB trading volume for all security
types. Calculated by Bloomberg.

**Tape A+B+C volume =total US exchange volume

**% Total Traded Value for Russell 3000 (total mkt proxy)

HEDGEYE

March 29, 2017
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KEY SUSD CORRELATIONS

METRIC

15D

52-Wk Rull.i.ng 30D Correlation

30D 90D 120D 180D | High  Low | % TimePos % Time Nes
SPX 0.55 0.58 023 095 0.5 | 3% 47%
BRENT Oil 0.65 0.55 0.24 0.77 078 2% 43%
CRB Index .13 0.08 0.47 083 08 @ 29% 71%
GOLD IEOSEN o052 [ 070 080 097 | 17% 83%

*Days = Troding Days
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