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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 to 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.
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HEDGEYE ASSET ALLOCATION

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

10/17/2016
10/18/2016

CASH Uus. INT'L COMMODITIES FOREIGN FIXED

EQUITIES EQUITIES EXCHANGE INCOME
10/17/2016 pusyEA % % % 0% '
10/18/2016 gRsEA 18% 12% 39% 0% 73%

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

Another big bear market bounce for Southern European
Equities this morning with Italian Stocks leading the way as
sovereign bond yields take a breather. Italy’s MIB Index
+1.6% leads the way, but is still down -21% YTD and -30%
from the 2015 peak in Global Equities.



RUSSELL 2000

You don’t hear much banter about it, but the Russell 2000 never got
back above its 2015 Global Equity peak (JUL 2015) of 1295 and is
currently -6.6% below that mark, signaling bearish TREND @Hedgeye
with a consensus net LONG position (non-commercial CFTC futz &
options contracts) of +1.7x on a lyearr z-score.



SECTORS

7 of 9 S&P Sectors were down yesterday, with Utilities up +0.5% (after
being up +1.3% last'week) to +10.9% YTD vs. SPX +4.0% YTD. We
Know:it’s bering, but it sure beats making up a narrative that industrial,
basic material, etc. “earnings have bottomed”... U.S. Industrial
Production came in at -1.1% y/y in SEP (that’s 13 straight months of
negative yl/y).



MACRO GRIND



FTSE MIB (MILAN) INDEX
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LONDON FINANCIAL TIMES INDEX FTSE 100
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S&P 500 REVENUES & EARNINGS COMPS

Q22016 QTD
SECTOR SALES GROWTH (% CHG) EARNINGS GROWTH (% CHG) #REPORTED
S&P 500 (Aggregate) 3.2% 1.5% 27 | 499
Energy 0.0% 0.0% 0/ 36
Materials -1.9% 6841.6% 2/ 27
Industrials 17.5% 13.5% 4 | 67
Consumer Discretionary 4.3% -1.9% 8 / 83
Consumer Staples -0.8% 4.7% 6 / 37
Healthcare 0.0% 0.0% 0 / 58
Financials 0.0% 0.0% 0 / 64
Information Technology 4.7% -5.3% 7 | 66
Telecom 0.0% 0.0% 0/ 5
Utilities 0.0% 0.0% 0 / 28
Source: BBG 0.0% 0.0% 0/ 28

Source: BBG
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD 2% ¥YTD %%

SECTOR Ticker  Price Chg Chg Chg
Consumer Discretionary XLY 578.24
Financial Select Sector XLF  519.33
Health Care Select Sector XLV  569.39
Technology Select Sector XLK  547.27
Consumer Staples Select Sector XLP §52.12
Industrial Select Sector XLI 557.08
Materials Select Sector XLB 546.36
The Energy Select Sector XLE 569.46
Utilities Select Sector XLU 548.01
S&P 500 SPX  2,126.50
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD % YTD %

Ticker  Price Chg Chg Chg
Consumer Discretionary XLY &78.24
Financial Select Sector XLF 519.33
Health Care Select Sector XLV  569.39
Technology Select Sector XLK  547.27
Consumer Staples Select Sector XLP 552.12
Industrial Select Sector XLI 557.08
Materials Select Sector XLB 546.36
The Energy Select Sector XLE 569.46
Utilities Select Sector XL  548.01
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HEDGEYE STYLE FACTOR PERFORMANCE

1D 1W 1M M 61 YID
FACTOR % Che % Chr % Chr Ya Chr % Chr % Chr
High Debt/EV 2.4% -1.4% 2.5%
Low Debt/EV :
High Shert Interest
Low Short Interest
High Beta
Low Beta
High Yield
Low Yield i
MCAP Bottom 23% 0.5% -2.5% -1.3% 2.9% 0.5% 3.3%
MCAPF Top 23%
3 Top 23% Sales Growth
& {Bottom 23% Sales Growth
0
m

De bt

YIELD| BETA

MKT
CAP

Top 25% EPS Growth
Bottom 23%: EPS Growth

*Mean Performance of Top Quartile vs. Bottom Quartils, S&EPI00 Comparies
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HEDGEYE RATES & SPREADS

1D sD 1M M vs. 51-Wk, Bps ¥S. ¥5.
Price BpsChg  BpsChg  BpsChe BpsChe : High Low 3Y Ave 5Y Ave

3M T-Bill 0.30% 1.0 -1.6 2 0 -7 )| 20 22
3M LIBOR 0.88% 0.0 0.8 2 19 0 57 50 50
2Y T-Note 0.81% -2.0 -1.5 5 15 -28 2 21 M
5Y T-Note 250 -3.3 -0.1 ] 15 -57 36 -23 0
10Y T-Note 1.77% -32 4.8 7 n -61 45 -44 -35
307 T-Note 1.52% -3.7 1.1 8 16 -62 43 -46 -51
2Y-10Y Spread, Bps 95 -1.2 6.3 2.1 7 -32 13 -65 -69
IG SPREAD (AAABEB) 1.53% 0.0 0.0 -10 -11 -1 0 -12 -24
HIGH YIELD 6.38% -0.5 -0.5 -5 -4 -295 2 -22 -32
57 BREAKEVEN 1.59% 2.1 5.8 223 14.3 4.5 73.9 A7 -12.1
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CFTC NON-COMMERCIAL NET LONG POSITIONING

METRIC Latest “§V/WChg  3MAve  6Mave 1V Ay 3Y
SPX (Index + E-mini) 3767 4 (71614 135839 86414 (30N 019X
Russell 2000 (min) ™ (3.706) 7810 (14.666) (33.041) 170X 168X
10Y Treasury 17317 (127.641) 97986 33410 14813} 003X  0.68X
CRUDE OLL 458776 56766 345223 361,807 317,048 I 203X 196X
OO D — 153,776 (51,400) 243777 233447 148462 0.0 0.74X
COPPER 422 ML 000 (683D  (19920) 163X 148X
SUSD 33381 21531 17137 13963 24045 072X  01IX
PY 45003 (4118) 52377 50967 28008} 0.39X 141X
EUR (97.043)  (8.164)  (99760)  (73.968) (80.46%) 017X  -0.12X
GBP (89375) 4908  (84218) (64305 (46.194)-1.63X 215X
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY VOLUME: (10/17) vs.

Prior Day 1M Ave IM ave 1Y Ave
Total Market Volume® -13% 0% 7% -5%
Total Exchange Volume** -14% -20% -20% -29%

*Total Market Volume =Total U5 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)
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KEY SUSD CORRELATIONS

52-Wk Rulling 30D Correlation

METRIC 15D 3D 0D 120D 130D High Low | % TimePos % Time Neg
SPX 0.10 0.38 -0.15 .64 -0.91 46% 54%
ERENT 0Ol -0.07 0.11 031 0.73 -0.78 38% 2%
CRE Index -0.36 0.11 | -0.61 0.71 -0.91 18% 82%
GOLD 0.17 0.18 -0.01 .90 -0.95 3% 77%

*Days = Trading Days
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