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DISCLAIMER

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 details please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at www.hedgeye.com
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HOUSING INTRODUCTION

HEDGEYE HOUSING COMPENDIUM

________________________________________________________________________________________________________ TRADETREND/TAIL [ C Rate of Change
| Short Intmed Long Short | Intmed Lone T.
."[ﬂ'st Rfl:fllt Dat' Term Term Term . Term Term ng lerm .
Period Latest Data Last Price |PriorPeriod, 3MAgo | 1M Ave | '

Case-Shiller 20 City HPI YoV NSA|  Dec-16 56% | 2% | 49% 53%

Case-Shiller 20 City HFI MeM SA| Dec-16 0% | 0.9% | 0.6% 0.5%

Home Prices Corelogic HPI - NS4 YoY % Chg| Dec-16 T | 5% | 53% 5.6%

Corelogic (Ex-Dist) HPI - NSA YoV % Chg| Dec-16 63% | S6% | 4.6% 18%

FHFAHPI - NSA Yol % Chg| Dec16 60% | 6.0% | 62% 6.0%

46 | 160 | 187 ns9
1064 | 1095 | 1100 109.6
569 549 | 557 346
169 | 165 | 201 1.9%
386 | 360 | 433 130

NAHB: HMI|  Feb-17 6 | 67 | 63 ?

Census: Total Starts|  Jam-17 1246 1116 1340 1178

Census: 5F Starts| Jan-17 g3 | 95 | 863 786

Supply & Demand: Census: Total Permits| Jan-17 1285 | 1210 | 1260 1180
New Homes Census: SF Permits| Jan-17 B08 817 T4 751

Resi Construction Spending (in Billions)) Nov-16 m 465 | 463 457

MBA Purchase Apps Index (Mo. Ave)| Feb-17
Supply & Demand: NAR: Pending Home Sales (Index)| Jan-17
PP . NAR: Existing Home Sales (SAAR)| Jan-17

Existing NAR: Existing Home Inv. (millions units)| Jan-17
NAR: Existing Home Inv: Months Supply| Jan-17

Census: New Home Sales| Jan-17 22z E3%5 263 260
Census: New Home Inventory ((00)]  Dec-16 259 253 | 146 142
Interest Rates (30 Year FRM)|  Jan-17 3% 4.36% 1% 190% .
NAR: Affordability Index (Composite)] Dec-16 1628 | 1663 | 1666 1659
Miscellaneous ITE Price (EOP)| Jan.17 W19 om0z WM 26.96
XHB Price (EOP)| Jan-17 M5 ME0 | 328 3348
Source: Hedgeve Risk Management, S&P, Corelogic, FHF A, MBA, NAR, NAHB, Census Dept., Factset, Bloomberg HEDGEYE

© Hedgeye Risk Management LLC. All Rights Reserved.



HOUSING - THE PICTURE
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Existing
Home sales
have risen by
“mn off the
cycle lows,
but remain
slightly below
prior cycle
highs.
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THE BIG PICTURE - LONGER TERM SETUP

RESIDENTIAL CONSTRUCTION, % OF GDP
NOMINAL DOLLARS

0% —— Residential Construction, % of GDP  ——- 60Y Ave After 5 years
of Housing
recovery, resi
construction
remains just
3.7% of GDP —
a level more
consistent
with cycle
trough levels
observed
across the
last 65 years.

6.5%

6.0%

5.5%

5.0%

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

© Hedgeye Risk Management LLC. All Rights Reserved. 6



THE BIG PICTURE - LONGER TERM SETUP

HOUSING STARTS

Recession Dates

Housing Starts (Total) ----++ Starts: Ave Trough Level —— Starts: Min Trough

Starts: Ave Peak Asym metry

2500 | 2498 ! _ favorable in
{7 the new

2,000 Ll I 1972 — A [e1% | home market
A with roughly

1,500 60% upside

to prior cycle

) . 1", | S peaks vs
n : I | Avergpisel i-

1.000

~30%
500 | — = — 478 - dOWﬂSIde to

i |
mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm

L L L R R L E R R R R R R R R E L R R R troughs
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© Hedgeye Risk Management LLC. All Rights Reserved. 7



THE BIG PICTURE - LONGER TERM SETUP

HOUSING PERMITS

60% 1 OMF Permits, YoY %  OSF Permits, YoY  mTotal Permits, YoY %

- The trend in Permit
50% - ] activity is similar to
that prevailing in
Starts with the net of

0% rising SF activity and
3% 33% falling MF activity
30% 1 ] equating to zero
p4 growth in the
20% - 19719%:19% headline.

% | . . . growth YTD near-
J " term upside in Starts
-10% | appears constrained.

1%
| ow 12% 9%12% With Permit growth
10% - % 6% running at a negative
2% ﬁ ¥ | | spread to Starts
OOI T T U

-11%

-20% -
2010 20mM 2012 2013 2014 2015 2016

© Hedgeye Risk Management LLC. All Rights Reserved. 8



THE BIG PICTURE - LONGER TERM SETUP

Household
YEAR-OVER-YEAR GROWTH IN US HOUSEHOLDS BY MONTH formation

( 2005-PRESENT) ) :
remains solid,

2,500,000 B Current Level

1,332,265 ©
- Average (2011-Present) J though It has
2,000,000 Current Rate of YoY Growth .
== = Rolling 12mo Average ™ COOIGd Off In
h-ﬁ
1,500,000 4 ™ 1,354,145 LH T v
T | | S P9 . | IS it -~ LBl -~ e (122w the most
P -, ~ 1 I \ 1.071.650 II‘I -»... -\ =
I | T il | il 1! L.
1,000,000 = recent month.
n
500,000 f |
. i IIII' I" |
(500, 000)
(1,000,000)
@QWQH@QEE:;S\'\@ fb'b;?; .@.@.@Q,QQQQ.Q%Qa.c;\l:-\}.\y.@h‘:hiﬁb‘\

¢ 3 gf \':f@* o TR ¢$‘* N @’ﬁ e,Q & ‘!@“' ¥ ‘!@“" I @1—"‘ I é@‘\ g @h L @':'* o \p“ o

© Hedgeye Risk Management LLC. All Rights Reserved. e]



THE BIG PICTURE - LONGER TERM SETUP

Median Mortgage Payment as % of Median Income

B "Top Quintile" O 2nd Quintile B 3rd Quintile .
— B 4th Quintile @ "Bottom Quintile" - Current Level Affordabil Ity
" Breaking this series into remains

observational quintiles

(i.e. the ratio relative to i i
all historic values), the com pel I I ng N
current readings are at

the low end of the the |Onger—

second quintile

term setup.

Housing is cheap relative to Household Income.

15%

O P L PP I PP PP I PP P IO PSP O SOOI 60
F T T TR FFFFFFFFFFFFFFF ST F & &

DATA SOURCE: CENSUS BUREAU, CASE SHILLER, FREDDIE MAC ©2016 HEDGEYE RISK MANAGEMENT
© Hedgeye Risk Management LLC. All Rights Reserved.
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HOUSING - ZOOMING IN
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PERFORMANCE

30% -

o L ABSOLUTE SECTOR PERFORMANCE: 2016

20% - - 17.4%

U ok Housing has

been among

5% -

the best

-5% - .

0% performing
LR A I AR subsectors

since the start

- e of the year,

20% -

16.0% ABSOLUTE SECTOR PERFORMANCE: 2017 YTD following a
2016 in which
I m B = ' it was among
o% | the worst.

© Hedgeye Risk Management LLC. All Rights Reserved. 12



MAGNIFYING - THE INTERMEDIATE TERM

HOMEBUILDER SEASONALITY
Ave Performance by Month, 1996-2014 L.
Seasonality is

S&P 500 Return Return
Month H building Index STDEV SPX index STDEV f
7.0% EmRelative Performance, SSHOME less SPX) January 3.9% 6.6% 1.0% 2.9% d powe rmu I
February 2.1% 7.3% -0.2% 3.6% .
c.o% March 0.7% 7.1% 0.4% 3.8% factor in
' —+—S&P 500 Homebuilding Index April 1.5% 8.3% 1.7% 3.6%
May 1.2% 7.1% 1.2% 4.0% 0% 1
5.0% - June -2.3% 9.8% -0.1% 3.3% hOUS| ng
= July 0.2% 8.9% 0.2% 4.0% 0 o
a.0% | — August -0.2% 12.6% -0.5% 4.0% 7% | nVGStI n g .
: September 1.1% 9.2% -0.2% 3.9%
October -2.0% 10.5% -0.3% 5.5%
3.0% . November 3.7% 10.1% 2.2% 4.6%
December 5.0% 7.3% 1.5% 1.7%
2.0%
1.0%
0.0%
-1.0%

-3.0%
January February March April May June July August September October November December

*Performance calculated using average monthly price: sample period = 1996-2014

© Hedgeye Risk Management LLC. All Rights Reserved.



MAGNIFYING - THE INTERMEDIATE TERM

New Homes Sales

35.0% - EEmNHS —¢—NHS, YoY% ==» Linear (NHS, YoY %) 650
New Home
30.0% 600 sales have
25,096 - 570 cgg s e 55-553 s S|OW€C|
538 - 550 i
20.0% - 526 525 Sharply |n
recent
500
15.0% - months.
10.0% - — - - L 450
5.0% -
‘ w0
0.0% - ‘ ;
- 350
-5.0%
-10.0% - L 300

© Hedgeye Risk Management LLC. All Rights Reserved. 14



MAGNIFYING - THE INTERMEDIATE TERM

PENDING HOME SALES

=p=PHS YooY % [SA) -=== Linear {PHS YoY % (SA)) Pending Home
e Sales have done
8% basically nothing
over the last 6-
e
months.
9%
o Signed contract
% L activity has been
@ s +2% or less since
z May with 4 of
3% those months
- printing zero or
negative growth.
-1
T eoewpovwprooeeogoepweeeeet
8232335358348 88:58285388383143

© Hedgeye Risk Management LLC. All Rights Reserved. 15



MAGNIFYING - THE INTERMEDIATE TERM

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

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

Gravity

120 | EHS vs PHS: Short-term dislocations between PHS and EHS a p pea rS
have been generally resolved via EHS re-coupling to PHS. . .
inevitable for
Existing
115 -
Home sales
based on the
o | recent trends
in signed
contract
105 The divergence between signed . .
contract activity and closed a Ct|V|'ty.
transaction volume continues to
suggest downside in EHS in the
coming month(s)
100

,\b-.\'b-,\h,\b-,\b-,\'bt,\h.\bs.@,@.@:.@.{:.&: ‘:,\ﬁ,\‘:,\‘:,\‘-‘o.@ 0:,53.@,@ 6.\6,\(0,\'0 'b,@.{o,@,@.{o,@(\
& & &
Q§®° P_Q@ﬁ%so & oa_,;z. o ¢°0 b—ar{(z?@e Q_Q‘t:ﬂ?} 30 o"’-" o ‘\ 0“ beﬁéc’e:é‘g@rs\?} 30 o°5 o \500 W
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MAGNIFYING - THE INTERMEDIATE TERM

EXISTING HOME INVENTORY: UNITS

.. I Existing Home Inventory (millions units) —Current Level Supply |S the
y culprit for

weakening
volume data

E with units
supply at all
time lows.

.  CurtoniLovel— 1.3

ﬁ}qs:\op"' qsﬂ'osa ﬁf F ¢s- &9 éop\}a “éo 1 & éopeﬁ:b p:; -a: ﬂ’\“ﬁ"‘: a::}_ a0 0&5\: 0,@\9«: r:'; O;: 6\"'&5\: "o J°

© Hedgeye Risk Management LLC. All Rights Reserve



MAGNIFYING - THE INTERMEDIATE TERM

EXISTING HOME INVENTORY: MONTHS SUPPLY

EEExisting Home Inventory: Months Supply ——Balanced Market

Similarly,
months
supply is now
at the lowest
levels on
record.

o

p'b pb,}ﬁﬁ: SDS-‘?' @ 0 W ,{h"bhh%ﬁfo\‘o
vﬁ%ve"’i‘? ”pv*‘f«"'pg o “v*“i w«“i*“«%ﬁe °° “@f‘« RO NN

J

‘MarkaHHPl 1
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MAGNIFYING - THE INTERMEDIATE TERM

FUTURE HOME PRICE PERFORMANCE BASED ON INVENTORY DECILES

5%

® Home Prices 3 Months Later Histo r|Ca”y,
20%

¥ Home Prices 6 Months Later When SUIDp|y
i 1a1% & Home Prices 9 Months Later

has been this

11.4% u Home Prices 12 Months Later

[ _LE%
o 2% i
® 10% ,. ® Number of Months tlght, HPI has
- y
_g ait - /~ Current Inventory Decile run a‘t/n ear
s ' double digits.
x % mi.u
4 10% w
-
& 4.0%
v
§ -10%
P

-15% 1 5 13.2%

W
Number of Months i
-20% 1 . " 14
L
A - et bl k=1 . .
0-10% 10-20% 0 30% 30 40r% 20 0% S0 60% 60 70% 70 80% BO 0% 20 100%
Inventory Decile (on a 15-year basis)
DATA SOURCE: NAR. CASE SHILLER, HEDGEYE £2016 HEDGEYE RISK MANAGEMENT

© Hedgeye Risk Management LLC. All Rights Reserved. 19



MAGNIFYING - THE INTERMEDIATE TERM

6.0% -

5.5% 1

5.0% -

4.5% -

4.0%

CASE-SHILLER: NATIONAL VS 20-CITY HPI

== Case-Shiller 20 City HPI YoY NSA
—4— Case-Shiller National HPI

And we’re
starting to
see that
reflected in
pricing
trends.

Jan-16

Feb-16

Mar-16

Apr-16

May-16

Jun-16

Jul-16

Aug-16

Sep-16

Oct-16

Nov-16

Dec-16

© Hedgeye Risk Management LLC. All Rights Reserved.



MAGNIFYING - THE INTERMEDIATE TERM

CASE-SHILLER: Acceleration/Deceleration Metro Home Prices

14.0% Bubble Size reflects Index Weight for the respective city MeanWhile,
the
o ' heavyweight
% 10.0% O Y cities are
m . .
. oener P beginning to
w  B.O% Datas
2 - re-accelerate.
E Los Angeles P U‘as -
x 6.0% __ E il :
> N ra . Minr=apolis mgﬂ{l“&h e
4.0% ¥ ' shington, OUC.
Mew York
2.0%
0.0%
5 6 2 5 8 £ & & K £ 8§ § £ 4 % 8 8 £ R E B
Ll L] L] = =] -] -] =] -] -] [=] =] L] - L L] - [aT] ™~ ] i~

3-Month Change in YoY Rate of Change

© Hedgeye Risk Management LLC. All Rights Reserved. 21




MAGNIFYING - THE INTERMEDIATE TERM

Asset Price Inflation vs Luxury Goods Consumption®

I Luxwry Goods Consumption, YoY % B 5PX Index, Yo 5%

== Poly. [Luxury Goods Consumption, YoY %) == Poly. (SPX Index, Yo¥ %) The high end
appears to be

19.2
19.0% e inflecting.
14.0% -~ .
‘.rz "" ?
1 # %
11.2 J.-' "_'
}' ‘\'
# .
9.0% - s
%
6.5 6.7% Y
5.5 l'"'
LY
4.4 _ ——-= ==cused | 4.3%
4,0% g N=—a.
.‘.r""‘ ‘k . ™
- L% "-‘1.'5«-.
1 2012 2013

-L.0% 2010 201 2014 2015 2016 2017

=Lumury Goods = PCE for Plearune Boats, Aircraft. Ay, Worches
**LPN" PavorTOnc colulindd LTing DD oAUl pripe. JOIT = Aw prie YT, prices o3 of 32117
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THE FULCRUM - INTEREST RATES




THE FULCRUM - INTEREST RATES

OCTOBER 1993- DECEMBER 1994

Mortgage Rates rose +240 bps over the span of 14-months. The S&P 500 Homebuilding index
lost 33% of its value over that 14 month span. By contrast, the S&P 500 was flat over the
corresponding period.

OCTOBER 1998 - MAY 2000

Mortgage Rates rose +180 bps over the span of 19-months. The S&P 500 Homebuilding index
lost 29% of its value over that 14 month span, but the S&P 500 was up 44% making the relative
underperformance a whopping 73%.

DECEMBER 2012 - SEPTEMBER 2013

Mortgage Rates rose +120 bps over the span of 10-months. The S&P 500 Homebuilding index
lost 3% of its value over that 14 month span. By contrast, the S&P 500 was up 19% over the
corresponding period so the relative underperformance was 22%.

© Hedgeye Risk Management LLC. All Rights Reserved. 24



THE FULCRUM - INTEREST RATES

4.50 Primary Mortgage Market Survey® (PMMS®)

U.S. Weekly Averages

4.95 Mortgage
s, rateshave
4.00 risen by Y60
. bps from mid-
last year.
3.50
3.25 RN
. -

3.00 '

/- o s /“ . ‘e j
2.75 C Oy e
2.50

Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16 Jan-17 Feb-17 Mar-17

As of March 2, 2017 Freddie

© Hedgeye Risk Management LLC. All Rights Reserved. 25



THE FULCRUM - INTEREST RATES

Affordability Dynamics

Mortgage rates

Assumptions:
556,516 Medion Household Income, 2015 2014 Average 30 Year FRM 4.21% have |ncreased
54,710 Medion Household Monthly Income 2015 Average 30 Year FRM 3.50%, ~ .
51,319 Monthiy Mortgage PMT @ 28% DT1 Current 30 Year FRM, 1/11/17 3.99% 60 bpS sSince
mid-2016, shaving
30-Year Fixed Purchasing Power: 5 Chg U Chg N0,
PV of Mo, Pavment in Affordability  |in Affordability Relevance 76 Off
$382,102 583,540 28.8% affordab”ity_
$360,135 872,573 24.5%
00% $356,773 560,214 20.3% Taken together
25% S344 9490 543,428 16.3% Q
50 $333 748 $37.187 12.5% with 6% HPI
$323,022 326,461 8.9% H [¢)
A00% £312,784 £15,22 £.5% OUtpaCIng 36
25% £303,008 55,447 2.2% income growth,
50% $293,670 (52,891) -L0% affordability has
| §292.578 3 _1.3% Flection Day Average 30 Year FRM- __ 3.53% | .
3284 747 ~4.0% effectively
§276,352 6. 7% € 30 Year FRM, 1/11/17- 3.99% . .
| e — urrent 30 Year PR, 14/ | declined 0% in
$268,063 9.6% the last year.
260,262 -12.2%
£252,797 -14.8%
8245651 -17.2%
$238,30% -19.5%

Source: Bloomberg, Census, NAR, Bankrate HE D G E Y E
* Represents monthly martgage pavment at 283 0Tl of Median Househaold Income

© Hedgeye Risk Management LLC. All Rights Reserved. 26



THE FULCRUM - INTEREST RATES

LTM Correlation to the 10-Year Treasury Yield

AvgRValue Std Dev

1 Large Cap Banks

2 Midcap Banks

3 I-Banks/Boutiques
4 Small Cap Banks

5 Mortgage Insurers
6 Reinsurers

7 Life Insurers

8 E-Brokers

9 Financial Guaranty
10 Auto Insurers

11 P&C Insurers

12 Mortgage Finance
13 Consumer Finance
14 Debt Collectors
15 CRE Brokers

16 Exchanges

17 RE Services

18 Traditional AMs
19 Cards/Payments
20 Insurance Brokers
21 Alternative AMs
22 Homebuilders

23 Building Products
24 FinTech

25 SF REITs

26 Fin Services

27

28

29

Source: Hedgeye, Factset

073
0
on
0.65
0.61
0.56
0.52
0.46
041
037
0.35
0.33
0.31
0.29
0.3
0.1
0.17
0.13
0.13
0.12
0.09
0.05

(0.06)

{0.07)

{0.11)

(0.12)

{0.21)

{0.29)

(033)

0.09
0.08
0.11
0.16
0.12
0.26
0.29
0.39
0.54
0.19
0.34
0.35
0.38
0.47
0.40
0.30
0.50
0.35
0.35
0.24
0.40
0.42
0.22
0.42
0.06
0.28
0.29
0.19
0.31

Large Cap Banks
I-Banks/Boutiques
Midcap Banks
Small Cap Banks
Financial Guaranty
E-Brokers
Reinsurers
Martgage Insurers
Life Insurers
Mortgage Finance
P&C Insurers
Debt Collectors
Consumer Finance
Auto Insurers
Exchanges

CRE Brokers
Traditional AMs
Alternative AMs
RE Services
Cards/Payments
Homebuilders
Insurance Brokers
Building Products
SF REITS.

Fin Services
FinTech

Median R Value Std Dev

0.74
074
07
0.70
0.68
0.61
0.61
0.61
057
045
045
043
041
0.40
0.30
0.23
0.20
0.17
0.17
0.06
0.03
0.03

(0.01)

(0.08)

(0.09)

(0.13)

{0.21)

{0.26)

(0.49)

0.09
0.11
0.08
0.16
0.54
0.33
0.26
0.12
0.29
0.35
0.34
0.47
0.38
0.19
0.30
0.40
0.35
0.40
0.50
0.35
0.42
0.24
0.22
0.06
0.28
0.42
0.29
0.19
0.31

Mortgage Insurers RE Services Homebuilders Building Products
Ticker R Value Ticker R Value Ticker RValue Ticker R Value
MTG 0.74 RMAX 0.52 HOV 0.63 IBP 0.25
RDN 0.64 RLGY (0.19)) BZH 0.60 PGEM 0.15
NMIH 0.57 Average 0.17 TOL 0.51 AMWD 0.10
ESNT 0.47 Median 0.17 TMHC 0.40 UsG 0.08
Average 0.61 Std Dev 0.50 WLH 0.31 BLD 0.06
Median 0.61 MDC 0.27 AWI 0.03
Std Dev 0.12 Apartment REITs KBH 0.03 SWK (0.05),

Ticker R Value MTH (0.12) oc (0.07)
Title Insurers peS 0.11 SPF (0.32) MHK (0.08)
Ticker RValue ESS (0.06) LEN (0.36) MAS (0.26)
STC 0.02 EQR (0.19) PHM (0.37) FBHS (0.40)
FAF (0.49) Alv (0.20) NVR {0.38) SHW (0.45)
FNF (0.52) UDR (0.32) DHI {0.55) Average  (0.06)
Average (0.33), AVB (0.37), Average 0.05 Median (0.01),
Median [0.49) MAA (0.41) Median 0.3 Std Dev 0.22
Std Dev 0.31 CPT (0.45), Std Dev 0.42

Average (0.24))
Home Centers Median (0.26)
Ticker RValue Std Dev 0.19
HD (0.01)
Low (0.42) SF REITS
Average (0.21) Ticker R Value
Median (0.21) AMH (0.07)
Std Dev 0.29 SBY (0.08)

SWAY (0.17)

Average (0.11)

Median (0.08)

Std Dev 0.06

These tables show
the sensitivity of the
various Financials &
Housing subsectors
to the 10-Year
Treasury yield over
the past year. We've
highlighted the 8
housing sectors. 6 of
the 8 are in the
bottom quartile for
rate sensitivity,
meaning that that
they are among the
most inversely
correlated
subsectors in the

group.

Hedgeye Risk Management LLC. All Rights Reserved.



THE FULCRUM - INTEREST RATES

Absolute Price Performance Since the Election
Abs Price Chg Post Election Mortgage InsurersJ RE Services J Homebuilders J Building Products FO r th e m OSt pa rt’
1 Consumer Finance 28% Ticker Px Chg Ticker Px Chg Ticker Px Chg Ticker Px Chg .
2 Midcap Banks 25% RDN 28%| RMAX 20% HOV 69%| PGEM 19% the HOUSI n g
3 Small Cap Banks 25% MTG 22% RLGY 14% BZH 31% BLD 18%
4 I-Banks/Boutiques 24% NMIH 20%| Average 17% MDC 17% 18P 17% CO m p I eX h a S
5 Financial Guaranty 4% ESNT 17%| Median 17% TOL 13% UsG 15%
& Mortgage Insurers 22% Average 22%| Std Dev 4% MTH 12% SHW 11% pe rfo r m e d a S O n e
7 E-Brokers 19% Median 21%| NVR 11% oc 8%
8 Large Cap Banks 19% Std Dev 5% Apartment REITs KBH 10% MAS 6% WO u | d eX p e Ct
9 RE Services 17% Ticker Px Chg TMHC % MHK % H H
10 Life Insurers 16% Title Insurers ESS 4% SPF 6% AWI 4% g |Ve n th e Ir
11 Debt Collectors 15% Ticker Px Chg EQR 3% LEN 5% AMWD 1% H
12 Alternative AMs 15% FNF 1% UDR 3% PHM 1% SWK 0%, respeCtlve
13 TradltlorTalAMs 14% STC -2%| AVB 2% DHI 1%| FBHS -1%| SenSItIVItIeS to
14 Homebuilders 14% FAF -4%| MAA 2%| WLH -1%| Average 8%
15 Auto Insurers 14% Average -2% CPT 2%j Average 14% Median Th rates 5 Of th e 8
16 Mortgage Finance 14% Median -2% AV 0% Median 10% Std Dev T :
17 P&C Insurers 10% Std Dev 3% PPS -4%| Std Dev 19% i
18 Reinsurers 10% Avera; HOUSI ng
ge 2%
19 CRE Brokers 9% Home Centers Median 2% Su bsecto s were
20 Cards/Payments 9% Ticker Px Chg Std Dev 2%|
21 Building Products 8% HD 8% Benchmarks amon g th e
22 Insurance Brokers 8% LOW 6%j SF REITs S&P 500 6%| .
23 Exchanges % Average 7%, Ticker Px Chg XLF 17% botto m th | rd Of
24 Home Centers T% Median 7% SBY 1% XHB 7%
25 Fin Tech 5% Std Dev 1% Sway -2% I8 7% pe rfO rmance.
26 Fin Services 2% AMH -4%|
27 2% Average -2%
28] -2% Median -2%|
29 -2% Std Dev 2%

Source: Hedgeye, Factset
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THE FULCRUM - INTEREST RATES

Pre-Election Correlation to 10Yr Yld vs Post Election Price Performance
X-Axis: 12Mo Correlation to 10Yr Yields (11/6/15-1V8/16)
Y-Axis: Average Price Performance Since the Election

30% Consumer Finguee
y=0161x + 01351
R*:0.4429
Mideap Ranks
small Cap Banks

25%, HAnancial@yaranty |-Banks Bouliques
c Mortzage Insurers v ‘/'
0 -7
b=
g 200, E Bme[irie'c_gpﬂanks
w HL Services ‘,r" .
= -
] Debt Collectops JeThsurery e
[ = 5% Ao surers Homebuildets LA aitionghmie T AME
q ’ e Martgage€Mance
[ A4
U o
| = -~

PEC Insurers Tsurers
g 0% ,f"m N CRE Brokers
Building Produicts o Cards/Payifients
= Insurance Hrokers y - O
o g _==flome Conters
': ’ Exchange -
N
{ - = FinTech
o 5% ."“
9 - -
- Fin SC'N'(E" Apartment RFITs
0%
SEREI]s Title Insurers
-6%
(0.80) (0.60) (0.40) (0.20) 0.20 0.40 0.60

12Mo Correlationto 10Yr Yields Prior to Election

0.80

This chart shows the
correlation to rates
on the x-axis and the
post-election price
performance on the
y-axis. Groups
trading to the left of
the zero line are
those negatively
exposed to rates,
and vice versa.
Groups trading
above the
regression line are
overbought while
those below are
underbought.

© Hedgeye Risk Management LLC. All Rights Reserved.



THE FULCRUM - INTEREST RATES

Start End Mo  Start End Change  Stat End Change Delta  Direction T-6 T0 TH T+ T+2 T0 TH T+ T+H2
6/30/2004 6/23/2006 24 100 525 425 48 520 058 (367 MuchFlatter 4% -10% 0% 0% 14% 38% 86% 1% -12% -2% 0% 16% 3% 82%
6/30/1999 5/16/2000 11 475 650 175 581 643 06 (113  Flatter ThO1% M 0% -I7% -19% -12% 1% % 4% 0% -10% -25% -17% Not surprisingly.
af1984 211995 12 300 600 300 594 766 172 (128)  Flatter Wh 1M % 0% -18% -28% -3%% 1% 15% 3% 0% -14% -26% -40% . ’
3191583 2/24/1989 11 650 975 325 856 938 082 (243) MuchFlatter 28% 13% 6% 0% 5% 6% 6% 7% 8% S% 0% 1% 0% 7% homebuilders hate
12/16/198 9/4/1987 9 588 75 137 712 930 218 081 MuchSteeper 4% 21% 1% 0% 52% 20% -39% -6% 4% 1% 0% 3% -1% -38% rate hikes. and the
b
5/2/1983 8/2/1984 16 850 1L75 325 1026 1262 236 (0.89) NearParallel  60% 2% 13% 0% -13% -29% -4T%  47% 8% % 0% -13% -30% 4% ]
Average: " 281 s () % 1% % 0% &% T 7% 5% 1% 0% 0% 3% 10% 11% strong negative
Median: 1 EXE) 127 (L21) 0% 15% 1% 0% -4% -13% -25% 3% 8% A% 0% 4% -17% -28% slope (RSQ 0.85) to
Source: Factset 9 .
increases in the 10Yr
10Yr Tsy Move (x] Vs. Homehuilder Relative Price Performance (y) Fed Funds Chg (x) Vs, Homebuilder Relative Price Performance (y) Tsv show iust how
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase y J
sensitive they are.
0% : : : : | o ‘ ‘ ‘ ‘ . - The good news is
] 3/29/1983 ] 050 1.00 150 200 250 EY /29/1983 :
5% 050 ° 150 200 250 11 5y 1 0 that small increases
0% | 0% in rates have
. 5% 5’”” historically produced
20% - small decreases in
20% - =-0.139x + 0.009 20% h )
share prices.
-25% 25% T y=-0.0011x - 0.2955 &
-30% -+ -30% - R? = 4E-05
. d . 4 12/16/1986
35% 35% 2/4/1994
-40% - -40% W
-45% - -45% - .
-50% - -50% -
DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT || DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT
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THE FULCRUM - INTEREST RATES

Rate Hike Cycle Fed Funds 10YR Tsy The Curve? Title Insurance [ Absolute Performance Title Insurance / Relative Performance
Start End Mo  Start End Change  Start End Change Delta  Direction T6 T3 T T0 ™M T T2 T6 T3 T1 T0 T8 T+ T2
6/30/2004 6/29/2006 24 100 5.25 425 462 520 0.58 (3.67) MuchFlatter -17% -16% -1% 0% 15% 24% 2% -20% -16% -3% 0% 18% 18% 20%

ha

6/30/1999 5/16/2000 11 475 650 175 581 643 062 (113)  Flatter 2% % 9% 0% -24% -33% 3T -39% 2% 3% 0% -18% -40% -42% T|t|e |nsu re rS
24199 2f1/19%5 12 300 600 300 594 766 L7 (L28)  Flatter W% 3% 3% 0% -2% 1% -1 10% 1% 3% 0% 2% -13% -19%
3/29/1988 2/24/1989 11 650 975 325 856 938 082 (243) MuchFlatter -10% 16% 10% 0% 0% 1% 6% 1% 1% 1% 0% 3% -23% -6% al SO

12/16/1986  9/4/1987

w

588 725 137 712 5930 218 0.81 MuchSteeper -22% 4% -12% 0% 16% 0% -25% -25% -4% -M4% 0% 1% -21% -24%

5/2/198 §/21/1984 16 850 1175 335 1026 1262 236 (0.89) NearParallel 8% 58% 3% 0% 6% 0% -20% 68% 4% % 0% 6% 0% -0%
Average: 14 281 138 (14 T O15% % 0% 2% 4% 1% 1% 0% 4% 0% 1% -10% -15% un d er p e rfo rm
Median: 1 ERE] 17 (L) A% 0% &% 0% 3% 0% -18% 5% 6% 0% 0% 1% -8% -10% . . .
Source: Factset a m I d rISI n g

10¥r Tsy Move (x) Vs. Title Insur.am:e Relative Price Performance (y) Fed Funds Chg (x) Vs. Title Insurance Relative Price Performance y) rateS ) b Ut I [ ke
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase . I .
0% : : : ‘ o ‘ ‘ ‘ , ‘ buildin g
- [ (/I 3/29/198:% 1] 150 2.00 2.50 1 0.50 1.00 150 2.00 2.50

o] " ] products
% 1 i companies
1% 1% 1 v=00998x-0473  LRECHTIT .th d .

0 R2= 04887 0 €y do sOo In
o | - 0 a non-linear,
- anc- low-RSQ way.
35% 1 y= 00850272 5% 1 o
- 6/30/1999

0% | ¢ asss R=0.0413 40% | 0
-45% - -45% -

DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT || DATA SOURCE: FACTSET 2016 HEDGEYE RISK MANAGEMENT
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