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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 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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RATE SENSITIVITY IN THE GROUP

LTM Correlation to the 10-Year Treasury Yield

Avg RValue Std Dev Median R Value Std Dev Large Cap Banks Midcap Banks Small Cap Banks Small Cap Banks Cont
Large Cap Banks 0.92 0.04 Large Cap Banks 0.94 0.04 Ticker R Value Ticker R Value| Ticker R Value WAFD 0.92
Midcap Banks 0.90 0.14 Midcap Banks 0.94 0.14 COF 0.96 HBAMN 0.97 EWBC 0.96 NBHC 0.92
Small Cap Banks 0.89 0.11 Small Cap Banks 0.92 011 PNC 0.96 KEY 0.96 WBS 0.96 BBCN 0.92
I-Banks/Boutiques 0.88 0.10 I-Banks/Boutigues 0.91 0.10 BAC 0.35 0.96 PECT 0.96 UMPQ 0.92
Mortgage Insurers 0.87 0.03 Life Insurers 0.88 0.20 C 0.34 RF 0.95 FNB 0.35 COLB 0.91
Reinsurers 0.78 0.28 Maortgage Insurers 0.87 0.03 use 0.94 MTB 0.94 SIVB 0.95 TCBI 0.91
Life Insurers 0.76 0.30 Reinsurers 0.85 0.28 1PM 0.34 CMA 0.94 FULT 0.95 WTFC 0.91
Financial Guaranty 0.71 0.31 Financial Guaranty 0.85 0.321 BBT 0.91 ZION 0.93 ISBC 0.95 GBCI 0.90
Auto Insurers 0.69 0.31 E-Brokers 0.80 0.56 BK 0.91 FITE 0.93 VLY 0.95 TCB 0.90
PEC Insurers 0.62 0.41 Auto Insurers 0.78 0.21 WFC 0.83 5T 0.92 WAL 0.95 BOFI 0.89
Insurance Brokers 0.62 0.26 P&C Insurers 0.76 0.41 STT 0.83 SBNY 0.91 CVBF 0.95 HBHC 0.89
Exchanges 0.61 0.24 Exchanges 0.66 0.24 Average 0.92 FRC 0.90 SNV 0.95 WABC 0.89
E-Brokers 0.54 0.56 Consumer Finance 0.66 0.55 Median 0.54 NYCB 0.46 OZRK 0.94 BKU 0.88
Cards/Payments 0.44 0.40 Insurance Brokers 0.64 0.26 Std Dev 0.04 Average 0.50 FMEBI 0.4 CFR 0.B6
Consumer Finance 0.40 0.55 Morigage Finance 0.59 0.53 Median 0.94 CATY 0.93 IBKC 0.85
Homebuilders 0.39 0.41 Alternative AMs 0.57 0.60 Std Dev 0.14 HOMB 0.92 BOKF 0.85
Mortgage Finance 0.37 0.53 Homebuilders 0.56 0.41 CBSH 0.93 PVTE 0.84
Building Products 0.36 0.35 Cards/Payments 0.47 0.40 BOH 0.93 FBP 0.80
CRE Brokers 0.33 0.43 Building Products 0.46 0.35 PB 0.93 OFG 0.78
Alternative AMs 0.30 0.60 Debt Collectors 0.44 0.70 ONB 0.93 BPOP 0.75
SF REITs 0.29 0.05 SF REITs 0.31 0.05 UMBF 0.93 EVER 0.52
RE Services 0.28 0.83 Fin Services 0.29 0.46 ASBC 0.93 FBC 0.36
Debt Collectors 0.25 0.70 RE Services 0.28 0.83 FHN 0.93 Average 0.89
Fin Services 0.16 0.46 Fin Tech 0.27 0.52 PACW 0.93 Median 0.92
Fin Tech 0.16 0.52 CRE Brokers 0.25 D.43 BXS 0.92 Std Dev 0.11
Home Centers 0.15 0.50 Traditional AMs 0.23 0.55
Traditional AMs 0.13 0.55 Home Centers 0.15 0.50
Title Insurers (0.15) 0.37 Title Insurers {0.16) 0.37
Apartment REITs {0.24) 0.26 Apartment REITs (0.25) 0.26

Source: Factset, Hedgeye Calculations

O Hedgeye Risk Management LLC. All Rights Reserved.



POSITIVE NIM BETA AT CFG

4Q15 - 4Q16 NIM Change vs. Net Assets Repriceable <1 Year As Of 4Q15
(NIM Change x-axis; Gap y-axis)
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VOL IS LOW & SHOULD MOVE HIGHER

GSERFCI Index | 95 Compare ' 96 Actions ~ 97 Edit ~ Line Chart
03/30/1990):: ISl 05/11/2016
1D 3D 1M 6M YTD 1Y 5Y Max | Quarterly ¥ |2 12 L4 an Security/Study ™ Event B
L . - Track Annotate News Zoom
45 ast Price
B GSERFCI Index (R1) 100.38 i
4 M VIX Index (L1) 13.74
> 103.00
40 - I'
- 1 _
354 - 102.00
30 l. l
i ' - 101.00
25 L
' 100.38
| > 100.00
20 -
15« P 99.00
13.74
10 -
L 98.00
19901594 __1995-1999 __2000-2004___ ___2005-2009__ __2010-2014 2015-2019

© Hedgeye Risk Management LLC. All Rights Reserved. 6



AND THE EXCHANGES WILL BENEFIT

AVG QUARTERLY REVENUE BY VIX LEVEL 2007-2013

Avg Revenue $MM
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DOMESTIC MUTUAL FUNDS IN TROUBLE

Cumulative Domestic Equity Fund Flows
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©2015 HEDGEYE RISK MANAGEMENT

Domestic equity
fund flows are
under duress
bordering on
another record
outflow year.

© Hedgeye Risk Management LLC. All Rights Reserved.




BUT ETFS ARE SKYROCKETING

Cumulative Equity ETF Fund Flows Meanwhile, the
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THE LAY OF THE LAND

Cumulative Fixed Income ETF Fund Flows Moreover, fixed
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PASSIVE HOCKEY STICK

EIFS Have Record While annualizing
Breaking Inflows Of (17 5 passive

$1 3 5 B In Q1 good idea, there

April 03, 2017 has been a
nonlinear move

In describing the amount of money that came into ETFs during the into ETFs with a

first quarter of 2017, "enormous” would be an understatement. 4Ax move in 1017

"Record-breaking" is technically correct, but it also doesn't put the

. _ flows versus
1igure into proper context.
1Q16.

Instead, consider that after the first three months of last year, inflows

into ETFs totaled $29.6 billion, Over the same period this year,

$134.7 billion entered the space—more than four times the amount of

2016's first quarter. If inflows continue at this torrid pace, total 2017
inflows will reach almost $540 billion, blowing past last year's record

$287.5 billion.

© Hedgeye Risk Management LLC. All Rights Reserved. 11




PASSIVE HOCKEY STICK

March 2017 League Table

%% of
AUM

¥TD 2017 Net
Flows{$%$,M)

Net Flows

($,M)

BlackRock 22,617.19 1,08

Issuer AUM (%,M)

(=]
9]
sJ

12, 0 892.52  1.89% 40
4,236.99 538,009.65 ).79% 12
-441.57  120,865.27 -

WisdomTree

vVanEck 661.09 35,369,

m 452 .57

()]

uggenhe
ProShares
ALPS 320.45 14,

Deutsche Bank

Morthern Trust 390.79 13,478.43 2.

PIMCO 228.

Direxion 668.54

Furthermore, IVZ
Powershares
brought in
another $4 BB in
1Q17, good for 5t
place in the
league table for
ETF managers.

187.55

edgeye Risk Management LLC. All Rights Reserved.
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PASSIVE HOCKEY STICK

512,000 - - 25%

Annual Powershares Flow SMM
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5(2,000) -

5(4,000) - ~- 0%
2013 2014 2015 2016 YTD2017

e Equity s Fixed Income  mmmm Hybrid — es=QOrganic Growth (RHS)

POWERSHARES GROWTH HAS TAKEN OFF AGAIN

Year-to-date annualized organic growth in Powershares has again breached the +20% level, a multiple of the
2015 level and faster expansion than the solid 2016 result.

© Hedgeye Risk Management LLC. All Rights Reserved.
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GROWTH AT A REASONABLE PRICE

25.0 1 The majority of

PE Multiple .
the major asset
. 200 | AMG . managers have.
APAM * aLK negative organic
- growth, but of the
= ¢ 50 . 3 that have
N TROW vz positive fund
raising, IVZ is the
¢ 100 - cheapest by a
e wide margin.
5.0 -
Organic Growth

-14.0% -12.0% -10.0% -8.0% -6.0% -4.0% -2.0% 0.0% 2.0% 4.0% 6.0%

© Hedgeye Risk Management LLC. All Rights Reserved. 14



BEST DEFENSE IS A GOOD OFFENSE?

Anxious Mutual-Fund Industry Holds ‘Seismic Shift Senior
Leadership Forum’

Rivals gathered to halt trend of clients leaving for index-tracking funds that match the market

-

L
¥ e e

L

By SARAH KROUSE & 56 COMMENTS
Updated Dec. 13, 2016 4:29 p.m. ET

About 60 rival mutual fund executives gathered inside OppenheimerFunds® Manhattan
office tower in early November to discuss a problem many of them can’t shake: persistent

client withdrawals.

At the end of
last year, 60
mutual fund
executives met
in New York to
discuss the
ongoing battle
against ETFs.
We think this is
signaling that
more merger
activity is to
occur in 2017
and beyond.

© Hedgeye Risk Management LLC. All Rights Reserved.
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FRANKLIN / INVESCO WOULD ADD SCALE

As of December 31,2016  FRAN I K oS O By client domicile By asset class Invesco

Sales Region Dec-16 Lye 1-Yr
= jlli Change
United States $ 491.0 ($ billions) Change —=hulens. =
Investment Objective Dec-16 . . -
Europe, the Middle East B Equit s
e : p =3 ;:zica 100.5 mU.S. $539.5 5.6% = Bglan‘::ed $$46.8 Sg%x
.‘f . o > M Canada £23.1 6.5% Money Market $78.3 21.2%
. Hybrid 1383 Asia-Pagific 81.6 U.K. $98.2 (5.8)% B Fixed Income $201.7 7.3%
Fixed Income 277.2 [l Canada 30.3 :E:ir:pe %35 (24548)¥ B Alternatives $122.0 17.2%
Cash Management 6.2 Latin America 16.6
Total 720.0 Total $ 7200 Total $812.9 - Total $812.9 4.8%

© Hedgeye Risk Management LLC. All Rights Reserved. 16



FRANKLIN / INVESCO - CHECK ALL BOXES

A BEN/IVZ would
Active US Equity Private Equity/Alts Cash Management add needed scale

@ Franklin Income (BEN) @ Wilbur Ross (1VZ) @ Invesco (IVZ)  to the active

@ Invesco Van Kampen (IVZ) @ Darby/K2/Pelagos (BEN) @ Franklin (BEN) Eapagemer:jt
usiness under

arrest by ETFs.

Active Foreign Equity Passives The product
@ Templeton Equity (BEN) @ Powershares (1VZ) overlap would
@ Perpetual (IVZ) @ Liberty (BEN) allow for cost

synergies and
real estate

Active Global Bond Balanced .t ne
consolidation.

@Templeton Bond @ Franklin Hybrid (BEN)
@ Invesco (1VZ) @ Invesco Balanced (IVZ)

© Hedgeye Risk Management LLC. All Rights Reserved. 17



FRANKLIN / INVESCO - WE SPECULATE

(&) AN At $40 per share

(ﬂ\' FRAN kﬁ EMPLETON
'“‘t:ﬂf:'.‘.:?';l'"\ Invesco TINVESTMENTS Invesco
| for IVZ and $500
TTM BEN SMM TTM IVZ SMM Proforma BEN/IVZ Assumptions
Revenues S 6,420 S 3,393 S 9,313 Interest Income 2% M M |n Cost
Comp Exp. 5 1,329 § 1,365 S 2,694 Cost of Debt 5% .
Non Comp Exp. $ 2,791 $ 716 S 3,507  Cost Synergies SMM 500 synergiles, BEN
¥
Total Expenses S 4120 S 2,081 S 6,201 + o,
Cost Synergies S (500) EPS Accretion BEN 9% cou Id have 9 /O

Operating Income $ 2,300 $ 1,312 $ 4,112 Share Price Gain IVZ 25% EPS synerg ies
Interest Income S 199 § 43 S 146 .
Interest Expense S 51 § 93 S 283 Wh | Ie IVZ
Taxes S 733§ 338 S 1,193
Net Income 5 1,715 S 924 S 2,783 SharehOIders

L]

(o)
enjoy a +25%

Shares Qutstanding (MM) 565 415 g42 o
EPS $ 3.04 223 s 331 | gain.
Cash (SMM) S 8,223 § 1,581 S 7,314
Debt (SMM) $ 1,395 $ 2,073 $ 5,658
Stock Price Per Share S 42.00 S 32.00 S 40.00
Purchase Price SMM S 16,600
Cash % 15%
Debt% 15%
Stock % 70%

© Hedgeye Risk Management LLC. All Rights Reserved.



GREAT DEAL OPERATOR - KNOWS BEN

Martin L. Flanagan CFA,
CPA

President and Chief Executive
Officer of Invesco Ltd.

USA

Martin Flanagan has been a Director and President and Chief Executive Officer of Invesco
since August 2005. He is also a Trustee and Vice-Chairman of the Invesco Funds (the
company's U.S. open and closed-end fund companies). Mr. Flanagan joined Invesco from
Franklin Resources, Inc., where he was president and co-chief executive officer from January
2004 to July 2005. Previously he had been Franklin's co-president from May 2003 to

January 2004, chief operating officer and chief financial officer from November 1999 to May

2003, and senior vice president and chief financial officer from 1993 until November 1999,

Mr. Flanagan served as director, executive vice president and chief operating officer of
Templeton, Galbraith & Hansberger, Ltd. before its acquisition by Franklin in 1992. Before
joining Templeton in 1983, he worked with Arthur Andersen & Co. Mr. Flanagan earned a
B.A. and B.B.A from Southern Methodist University (SMU). He is a CFA charterholder and a
certified public accountant. He serves on the board of governors and as a member of the
executive committee for the Investment Company Institute, and is a former chairperson. He
also serves as a member of the executive board at the SMU Cox School of Business and is
involved in a number of civic activities in Atlanta.

Marty Flanagan
has done a
number of deals
atlVZ andis a
great integrator.
He came from
Franklin where he
was COO, CFO,
and President.

© Hedgeye Risk Management LLC. All Rights Reserved.



FOR MORE INFORMATION, CONTACT US AT:

SALES@HEDGEYE.COM
(203) 562-6500
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