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GBP

Amazing markets can be — the British Pound just ticked to UP on the
session vs. USD and the FTSE is only down -0.2% in London after the
UK Services PMI report slowed from a 4-month high to 53.8 in MAY
from 55.8 in APR. We're still bullish on the Pound and Keith and Darius

are headed to London this morning.



RATES

UST 10YR Yield was straight back down to the low-end of our 2.14-
2.32% risk range last week as A) Reflation’s Rollover (Oil and CRB
iIndex -4.3% and -2.2 last week) becomes obvious in the inflation
component of bond yield expectations and B) the NFP print wasn't the
headline blowout that ADP was (bond yields do much better in Quad2
when both growth and inflation are accelerating).



VIX

The VIX is still in crash mode, closing with a 9-handle last week at
9.75 which puts it -31% YTD as profit growth accelerating trumped
political fear mongering, big time — with Earnings Season’s daily
catalyst over (S&P and Nasdaq EPS +15% and +17%, respectively,
year-over-year). We would book some gains on the long side again
(IBB), and lay out some Best Short Ideas.



CHRISTIAN DRAKE

Macro & Housing
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AGGREGATE HOURS GROWTH: TREND

LABOR: AGGREGATE HOURS GROWTH

—Aggregate Hours, YoY %
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INCOME GROWTH: MODEST MAY ACCELERATION

Reported & Implied Income Growth

=¢=Implied Aggregate Income Growth (Aggregate Hours Growth + Earnings Growth)

7.0% - -t Agoregate Private Sector Salary & Wage Growth, YoY%
May NFP Data imply sequential acceleration in reported
aggregate salary & wage income growth for May when the
6.0% - official data are reported later this month.
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INDUSTRIAL PRODUCTION:

Industrial Production vs. NFP Implied Industrial Activity

—MFG, Aggregate Hours — =——Industrial Production, Manufacturing
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INDUSTRIAL PRODUCTION =

IP GROWTH ACCELERATED TO A 28-MONTH HIGH IN APRIL, MARKING THE 5™ CONSECUTIVE MONTH OF POSITIVE GROWTH AND
CONTINUING THE IMPROVEMENT OFF THE LONGEST NON-RECESSION STREAK OF NEGATIVE GROWTH EVER.
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NAIRU i, SLACK +, WAGE GROWTH ?

Labor Slack vs Wage Growth

4 U6-U3 Spread vs Earning Growth 4 CurrentValue — ----- Poly. (U6-U3 Spread vs Earning Growth)
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EHS EASTER DISTORTION: APRIL

ARE EXISTING HOME SALES IMPACTED BY APRIL EASTER?
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Histogram Bin Ranges for M/M % Change in EHS (X-Axis Labels Are the Upper Ends of the Bin Ranges)

Data Source: Census Bureau

©2016 HEDGEYE RISK MANAGEMENT

When Easter falls in
April, housing
demand has
historically been
pulled forward into
March. This results
in a consistent
pattern of
subsequent
weakness in April
followed by rebound
strength in May.



PHS = SAME DISTORTION

ARE PENDING HOME SALES IMPACTED BY APRIL EASTER?
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We expect that this
will cause the April
prints to be
generally soft on a
sequential and Y/Y
basis.



NHS: AGAIN, SAME PHENOMENON

ARE NEW HOME SALES IMPACTED BY APRIL EASTER? We expect that this
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ECONOMIC SURPRISE INDEX

M Mid Price 0.116
T High on 03/29/17 0.697
-+ Average 0.226
L Low on 06/29/16 -0.141

Sep Oct Jan Mar
2016

2017
ECSURPUS Index (Bloomberg ECO US Surprise Index) Daily 05JUN2016-05JUN2017

Copyright@ 2017 Bloomberg Finance L.P. 05-Jun-2017 06:49:00




PRODUCTIVITY =

US PRODUCTIVITY

2.0% - B U.5. Productivity, YoY % ===+ Poly. (U.5. Productivity, YoY %)
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Labor's share of income onlyrises inthe late stages of an expansionas
the labor mkt tightens and after sales/profits have been strong for a

protracted period.
Labor hoarding drives labor's share of income higher into a recession

@ Recession Dates = Labor's Share of National Income
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LABOR INCOME t, MARGINS

MACRO: REVENUE VS COSTS

—— Nominal GDP Growth less Nominal Wage Growth
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SOME SERIOUS ALPHA IN “REAL GROWTH” IN 2017

S&P 500 SPDR RELATIVE SECTOR PERFORMANCE

Sector SPDR ETF D/D % 5Day% MTD% YTD % YIY %
Consumer Discretionary 0.03% 0.96% 0.18% 4.08% 0.48%
Financials -0.72% -1.72% -0.27% -8.37% 6.72%
Health Care 0.32% 0.83% 0.63% 3.07% -9.02%
Technology 0.58% 0.39% 0.04% 9.03% 14.04%
Consumer Staples -0.04% 0.74% -0.02% 1.52% -9.19%
Industrials 0.06% 0.31% -0.11% 0.39% 3.71%
Matenals -0.09% 0.93% 0.32% -0.88% -3.13%
Energy -1.49% -3.12% -1.67% -22.82% -18.30%
Utilities -0.22% 0.65% -0.31% 2.52% -7.73%
Real Estate 0.54% -0.87% 0.06% -4.39% -15.51%
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S&P REV. & EARNINGS COMPS & SCORECARD

Q12017 QTD U.S. Index Comps
INDEX SALES GROWTH (YY%) EARNINGS GROWTH (YY%) #REPORTED
S&P 500 7.8% 14.7% 495 / 499
NASDAQ 100 11.2% 18.2% 102 /7 102
DOW JONES 5.8% 14.4% 30 / 30
RUSSELL 2000 6.7% 3.4% 1832 [/ 1912
Q1 2017 QTD S&P 500 Sector Comps
S&P 500 SECTOR SALES GROWTH (YY%) EARNINGS GROWTH (YY%) #REPORTED
S&P 500 (Aggregate) 7.8% 14.7% 495 / 499
Energy 33.0% 622.3% 34 / 34
Materials 9.1% 19.4% 25 [ 25
Industrials 4.2% 1.3% 68 / 68
Consumer Discret. 8.1% 6.6% 8 /[ 79
Consumer Staples 1.9% 3.5% 34 /7 37
Healthcare 5.4% 4.9% 60 / 60
Financials 9.9% 18.4% 65 / 65
Information Tech. 8.1% 21.7% 68 / 68
Telecom -4.7% -4.6% 4 ]/ 4
Utilities 7.3% 3.4% 28 /[ 28
Real Estate 3.3% 6.6% 31/ 3
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CFTC Net Futures & Options Positioning (TTM Z-Score)

-2.79 Canadian Dollar |
-2.40 Soybeans |
-1.76 Russel Index + E-Mini |
-1.47 com |
-1.37 Platinum
-1.30 RBOE Gasoline |
125 Australian Dollar
-1.14 Dow Jones Mini |
-1.08 sitver
-1.05 | ULSD Heating il '
S&P 500 Index-F Eni '
UST Bonds. | 0.09
Aluminum ] 0.71
30-Day Fed Funds ] 1.31
10YR UST ] 1.40
SYR UST ] 1.42
Natural Gas | 1.56
Pound ] 2.08
Ewo | 2.80
Peso | 2.85

-4.0 -3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0
TTM Z-Score
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CFTC Net Futures & Options Positioning (3Yr Z-Score)

-2.48 Canadian Dollar
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD 2  YTD %

SECTOR Ticker  Price Chg Chg Chg
Consumer Discretionary XLY  592.24 0.36% 1.31% 13.32%
Financial Select Sector XLF 523.45 -0.38% 0.86% 0.86%
Health Care Select Sector XLV 577.42 0.65% 1.76% 12.30%
Technology Select Sector XLK 557.19 0.92% 1.17% 18.26%
Consumer Staples Select Sector XLP 557.27 0.30% 1.11% 10.75%
Industrial Select Sector XLI 568.21 L T 1.02% 9.63%
Materials Select Sector XLB 553.85 0.24% 1.45% 8.35%
The Energy Select Sector XLE 565.09 -1.15% -0.53% -13.58%
Utilities Select Sector XLU  554.28 0.11% 0.82% 11.76%
S&P 500 SPX  2,439.07 0.37% 1.13% 8.94%
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD % XYTD %

Ticker Price Chg Chg Chg
Consumer Discretionary XLY 592.24 -0.01% 0.18%  4.37%
Financial Select Sector XLF %23.45 -0.75% -0.27% -B.0B%
Health Care Select Sector XLV  §77.42 0.28% 0.63% 3.36%
Technology Select Sector XLEK 557.19 0.55% 0.04% 9.31%
Consumer Staples Select Sector  XLP 557.27 -0.07% -0.02% 1.B1%
Industrial Select Sector XLI 468.21 0.03% -0.11%  0.68%
Materials Select Sector XLB %53.85 -0.13% 0.32% -0.59%

The Energy Select Sector XLE 5$65.09 -1.52% -1.67% -22.53%
Utilities Select Sector XLU 554.28 -0.26% -0.31% 2.81%
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HEDGEYE STYLE FACTOR PERFORMANCE

1D 1W 1M IM 60 YTD
FACTOR Yo Chg %o Che ¥ Che % Che %o Chg ¥ Che
High Debt/EV 0.1% 0.9% 1.8% -1.1% 10% 3.3%
Low DebtEV
High Short Interest
Low Short Interest
High BEeta
Low Beta
High Yield
Low Yield
MCAP Bottom 23%
MCAP Top 23%
Top 23% Sales Growth
Bottom 23% Sales Growth
Top 25% EPS Growth
Bottom 25% EPS Growth

De bt

51

YIELD | BETA

MKT
CAP

EFS | sales

*Mean Performance of Top Quartile vs. Botiom Quartile, SEPI0) Companies
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HEDGEYE RATES & SPREADS

1D 5D IM M vs. 52-Wk, Bps vs. vs.
Price EpsChz  BpsChg BpsChg BpsChe : High Low | JY Ave 5Y Ave
3M T-Bill 0.97% 0.0 4.6 13 k) [ S 81 75 2
IMLIBOR. 1.22 0.0 1.6 4 12 0 60 67 7
2Y T-Note 1.29% 0.2 -0.6 3 2 o 79 1 3l 70
5Y T-Note 1.72% 4.3 7.1 8 30 0 43 83 1 18 3z
10Y T-Note 2.16% 52 8.7 12 320 48 B4 4 0
0YTNote ... .. 281% 83 2 A6 26 A B2
2Y-107 Spread, Bps 87 5.0 8.2 151 -30 37 5 48 -70
IG SPREAD (AAABEE)  1.46% 0.0 0.0 9 4 54 1 24 -26
HIGH YIELD 5.41% 3.6 43.6 46 33 -193 0 125 -108
5Y BREAKEVEN 1.75% 2.0 0.8 3.0 -27.0 331 19.4 19.4 2

........................................................
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CFTC NON-COMMERCIAL NET LONG POSITIONING

.......................................................

: I-Score
METRIC Latest W/WChg  JM Ave 6AL Ave 1Y Ave 1Y 3Y
SPX (Index + E-mini) 58,030 12,731 100436 34238 67015 012X  A76X
Russell 2000 (mini) W, (72,910) (541) (4677 9378 5,153 ﬂ 141X
10Y Treasury 248030  (116981) 63672 (132.097) (35240); 140X  2.23X
CRUDE OLL 403,052 4650 452808 484701 421351 i-020X 064X
GOLD 131,572 13911 112224 89,705 134078 {-028X  0.38X
COPPER L N (405) 18784 33801 15132 019X 068X |
SUSD 27,644 (3.629) 40929 43479 35163 | 045K  -0.69%
IPY (55.818)  (2.552) (48376)  (56.463)  (6279) -0.92X  -0.46X
EUR oy 18 7,638 (26)  (30,116) (65,184); 280X 301X
GBP 29.309) 24100 (30,065)  (71.821) (?35&&}% 015X
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY VOLUME: (6/2) vs.

Prior Day 1M Ave 3M ave 1Y Ave
Total Market Volume® 1.0% 2.1% -7% 18%
Total Exchange Volume™* -8% -3% -4% -6%
Total Traded Value [R3K)*** 0.3% 5% 6% 8%

*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)

Source: Bloomberg, Hedgeye
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KEY SUSD CORRELATIONS

82-Wk Rul.li.ng 30D Correlation

METRIC 15D 30D 90D 120D 180D Hizh Low | % TimePos % TimeNag |
SPX 034 043 044 0.67 0.21 0.95 0.76 50% 50%
BRENT 0il -0.08 0.48 0.57 0.50 0.81 -0.78 60% 40%
CEEB Index 0.09 0.00 0.57 0.43 0.83 -0.86 40% 60%
GOLD [ 057 | 030 0.90 097 21% 0%

*Days = Troding Days
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OTHER KEY METRICS

1D 5D 1M M MTD YID vs. 52-Wk
METRIC PRICE Ye Che Yo Che Yo Chy Yo Chy Ya Che “«Chg ¢ High Low
Erent Oil 54995 -1.34% -4.22% -1.01% -9.31% -1.4% -113% 8 -14% 0%
Gold 51279 1.04% 0.98% 1.78% 3.64% 0.8% 11.5% ¢ -T% 14%
VIX 3973 -1.42% -0.61% -1.93% -17.44% -6.3% -30.6% -64% 2%
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