W ) T
MACRO
S H O W

HEALTHCARE EDITION

MARCH 2, 2017



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.
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This report is intended solely for the use of its recipient. Re-distribution or republication of this report and its contents are
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HEDGEYE ASSET ALLOCATION
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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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2 EARNINGS PER SHARE

2 UST 2YR YIELD



ALL TIME HIGHS

While mainstream media has been reluctant to give Trump
any credit for the all-time highs (ATHs in SPX, Nasdagq,
Russell), we think the data accelerating deserves most of
the credit. The New Orders component of yesterday’s ISM
ramped to 65 in FEB (vs. 60 in JAN) — that was youge!



EARNINGS PER SHARE

Trump didn’t make last year’s Earnings Recession go
away — easy Obama compares did! 483 of 500 companies
In the S&P 500 have now reported an aggregate (non-
GAAP) year-over-year EPS acceleration of +6.1% (best
growth rate of the reporting period).



UST 2YR YIELD

Finally the Fed agrees with us that they were A) behind the
curve and B) need to raise rates faster. The UST 2YR Yield

= 1.29% is right back to its post Trump Win highs... and if
we're right on 2H of 2017 GDP #accelerating, this rate

rise IS just getting started.



HEALTHCARE

TOM TOBIN, EMILY EVANS & ANDREW FREEDMAN



HEALTHCARE POSITION MONITOR

Sentiment Investment ldeas - Longs Trade | Trend | Tail Sentiment Investment ldeas - Shorts Trade | Trend Tail
Score' LONG Score' SHORT
11 EXAS  ExactSciences Corporation v v v 85 ZBH  Zimmer Biomet Holdings, Inc. * *
15 ATHN athenahealth, Inc. v v v 83 HOLX Hologic, Inc. * * *
75 HQY  HealthEquity Inc *® *®
60 Qsll  Quality Systems, Inc. *® *®
58 AMN  AMN Healthcare Services, Inc. *® *® *®
A7 HCA  HCA Holdings, Inc. * * *
CERN Cerner Corporation * * *
MDRX Allscripts Healthcare Solutions, Inc. * * *
MD MEDMNAX, Inc. * * *
1 CPSI  Computer Programs and Systems, Inc. x x
Sentiment Long Bench Sentiment Short Bench
Score' LONG Score' SHORT
10 EVH Evolent Health Inc Class A - - - 85 OMCL Omnicell, Inc. - - -
28 ILMN llumina, Inc. - -— -—- 84 LH Laboratory Corporation of America Holdings -—- -—- -—-
75 HQY HealthEquity Inc - - - 65 ABCO Advisory Board Company - - -
55 MDSQO Medidata Solutions, Inc.
21 DGX  Quest Diagnostics Incorporated
8 LPNT LifePoint Health, Inc. - - -
5 THC  Tenet Healthcare Corporation - - -
5 TDOC Teladoc Inc
3 CYH  Community Health Systems, Inc.
'Percentile rank within sub-sector {1=High Short Interest, Negative Sell Side /100 = Low Short Interest, Positive Sell Side) Bench = Timing is not right, or research in progress.
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HEALTHCARE EMPLOYMENT



HEALTHCARE JOLTS
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JOLTS HC LAYOFFS AND DISCHARGES
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HEALTHCARE JOLTS
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HEALTHCARE JOB OPENINGS (JOLTS)
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HEALTHCARE JOB OPENINGS (JOLTS)
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HEALTHCARE JOLTS % EMPLOYMENT
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HEALTHCARE EMPLOYMENT GAINS
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HEALTHCARE EMPLOYMENT
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HEALTHCARE EMPLOYMENT / JOLTS
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HEALTHCARE EMPLOYMENT
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HEALTHCARE EMPLOYMENT SLOWING
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HOSPITAL EMPLOYMENT
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OFFICE OF PHYSICIANS EMPLOYMENT
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BIOTECH EMPLOYMENT
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VETERINARY EMPLOYMENT
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DENTAL EMPLOYMENT

4% - = FEmployment - Offices of dentists y/y growth %

3% -

2% - November
+2.7%

1% -

1% -

2% -
\\'\\06 /\\'\\QQ) ,\\'\\0/\ /\\'\\0/\ ,\\'\\0% /\\'\\0% ,\\'\\Qg /\\'\\Qq WO /\\‘\\'\0 ARSI W /\\\\'O’ W /\\\\\% s /\\'\\'\‘x \\\\'\6 /\\'\\'\CD WP /\\'\\\Q’ \\'\\'\/\

Data Source: BLS © Hedgeye Risk Management LLC. All Rights Reserved. 27



HEALTHCARE THEMES



INSURED POPULATION SLOWING
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FEDERAL EXCHANGE ENROLLMENT WEAK

-4.41% YOY DECREASE ROM WEEK 13 2016 TO WEEK 14 2017
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EXCHANGE ENROLLMENT SLOWING
-22.17% YOY DECREASE IN PRE-EFFECTUATED ENROLLMENT DECEMBER 2016
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JOLTS VS ISM YOY# HAS ZERO CORRELATION
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HCA

A BAD BUSINESS WELL MANAGED



HCA | NTM EV/EBITDA UPSIDE TO $95?
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HCA | PERFORMANCE DRIVERS
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HCA | SAME STORE EQUIVALENT ADMISSIONS

Same store equivalent admissions - estimated === Same store equivalent admissions
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HCA | GUIDANCE VERY POOR ACCURACY

2015 2016 2017

Actual Low High Actual Low High Actual Low High Actual

Revenue $3550 $3650 $3418| $3850 $39.50 $39.68| $4150 $4250 $4149| $43.00 $44.00
Adjusted EBITDA $660 $ 685 $ 743 3% 735 $ 765 $ 792|$ 815 $ 845 $822|$ 840 $ 870
EPS $ 345 $ 375 $470|$ 455 $ 495 $556| $6.00 $ 645 $687|$ 720 $ 870
Capex $ 2.20 $ 218| $ 240 $ 238| $ 270 $ 276 $2.90

Volume 100% 2.00% 610% | 2.00% 3.00% 220% | 250% 4.00% 180% | 2.00%  3.00%
Price 200% 3.00% 270% | 200% 4.00% 230% | 200% 3.00% 2.00% | 2.00% 3.00%
Total 3.00% 5.00% 880% | 400% 7.00% 450% | 450% 7.00% 3.80% | 400% 6.00%

Data Source: Company Filings & Factset © Hedgeye Risk Management LLC. All Rights Reserved.



HCA | DECLINING ADMISSIONS EX-ACA

Exchange Admission same-facilty growth contribution
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MEDNAX

HEALTH SOLUTIONS PARTNER

SURPRISED IT’'S NOT DOWN MORE

© Hedgeye Risk Management LLC. All Rights Reserved.



MD | NTM EV/EBITDA
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MD | PERFORMANCE DRIVERS
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MD | MATERNITY TRACKER
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MD | SAME UNIT GROWTH CONTRIBUTION

2015 2016 Total Change Acquired Same Unit Same Unit Growth Contribution

Neonatal care 1,700 1130 30 10 20 0.6%
Anesthesiology 1,550 1,390 240 246 (6) -0.2%
Maternal Fetal 255 270 15 4 11 0.3%
Pediatric ICU 145 150 5 - 5 0.2%
Pediatric Cardiology 120 130 10 - 10 0.3%
Hospital based Pedicatric 100 15 15 - 15 0.5%
Peditric Surgery 20 20 - 2 (2) -0.1%
Pediatric ear nose and throat - 7 7 - Y 0.2%
Radiology 350 400 50 - 50 1.5%
Total 3,240 3,612 372 262 110 3.4%

Data Source: Company Filings © Hedgeye Risk Management LLC. All Rights Reserved. 44



MD | SOURCES OF GROWTH
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MD | WEAK VOLUME AND WEAK PRICE

o m Same-Unit Volume Same-Unit Price ex-Parity
6.0%
5.0%
4.0%
4Q16
3.0% Price +0.5%
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MD | RETURN ON INVESTED CAPITAL

GROWTH AT THE COST OF PROFITABILITY
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MD | RETURN ON INVESTED CAPITAL

GROWTH AT THE COST OF PROFITABILITY

——FEVA = NOPAT / (Debt + Equity)
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MD | ACQUISITION GROWTH

....CONTINUES TO SLOW YOY

— Acquisition Growth YoY %
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MD | MATERNITY TRENDING NEGATIVE
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MACRO GRIND



EARNINGS SEASON

Q4 2016 QTD
SECTOR SALES GROWTH (% CHG) EARNINGS GROWTH (% CHG) #REPORTED
S&P 500 (Aggregate) 4.8% 6.1% 483 [ 498
Energy 3.2% -9.0% 34 | 34
Materials 4.0% 2.0% 25 | 25
Industrials 2.4% -5.2% 67 [/ 67
Consumer Discretionary 7.9% 4.3% 73 [ 80
Consumer Staples 2.4% 4.6% 34 [ 37
Healthcare 5.2% 4.5% 59 / 61
Financials 5.7% 6.6% 64 [ 64
Information Technology 6.4% 10.3% 64 / 66
Telecom -1.7% 0.5% 5/ 5
Utilities 9.2% 114.5% 28 / 28
Real Estate 3.6% 11.3% 29 | 29

Source: BBG

March 2, 2017 HEDGEYE

THE MACRO SHOW TV



REALIZED VOLATILITY IMPLIED VOLATILTY* IMPLIED** VS. REALIZED VOLATILITY
30 Day 60 Day 3 Month
Duration of Realized (%) At-The-Money % Z-Score Z-Score Z-Score
Index/Security Ticker 30D 60D 20D Current | v 1M Avg K\?QM ;VS'QM Ticker Premium TT™ 3Yr Premium ™ 3Yr Premium | TTM 3Yr
S&P 500 SPX 6.7% 7.5% 7.9% 10.6% 1.1% 53% -7.5% SPX 50.6% 0.90 140 64.0% 1.96 242 58.2% 2.26 233
Russell 2000 RTY 14.1% 4.4% 15.6% 16.6% 55% 1.8% -2.2% RTY 19.4% 0.72 0.66 204% 112 0.75 18.4% 1.27 0.63
MNasdag 100 NDX 6.4% 7.8% 10.7% 1.9% 5.8% 57% -13.4% NDX 73.8% 173 2.4 62.4% 243 2.86 325% 131 139
gSD Index uup 5.9% 7.8% 7.4% 7.6% -9.4% -143% -10.5% uup 293% 0.73 0.55 15% -0.62 -0.64 17.9% 0.32 017
SNsumer
Discret. XLY 74% 9.4% 10.2% 1.8% 3.8% -53% -11.9% XLY 55.5% 125 178 29.9% 0.88 114 294% 1.10 123
Financials XLF 4.6% 4.6% 17.1% 16.7% 45% -2.9% -3.8% XLF 19.6% 037 0.51 17.8% 0.60 0.61 7.6% 0.62 0.16
Healthcare XLV 9.6% 9.5% 13.1% 12.8% 7.4% -34% -103% XLV 33.1% 0.94 124 37.5% 1.90 2.01 3.6% 0.12 0.06
(T:echnol ogy XLK 7.3% 8.8% N.2% 1.9% 4.6% -5.6% -11.8% XLK 54.0% 1.31 1.85 40.5% 1.1 1.82 21.1% 0.95 0.84
onsumer
Staples XLP 7.7% 8.6% 10.6% 10.6% 8.2% -2.0% -8.9% XLP 35.2% 126 123 27.2% 1.63 139 9.7% 043 0.20
Utilities XLU 127% 12.4% 16.6% 14.0% 5.2% -5.8% -11.8% XLu 12.0% 0.78 0.86 13.8% 1.60 143 -12.1% -0.94 -0.88
Energy XLE 15.2% 134% 17.0% 183% 9.7% 4.7% -4.8% XLE 219% 0.89 0.78 37.7% an 1.96 1.9 1.51 0.50
Energy XOP 22.9% 20.7% 30.5% 28.9% 7.5% 2.0% -7.9% XOoP 263% 0.95 114 40.8% 3.40 259 -2.8% 0.62 -0.06
Materials XLB 12.3% 1.2% 1.2% 135% 0.9% -17% -9.8% XLB 14% 0.03 0.09 233% 0.89 0.75 30.6% 1.68 119
Industrials XLl 9.8% 10.0% 1% 12.9% 63% -0.7% -5.7% XL 333% 0.70 1.03 324% 1.29 137 25.8% 1.63 119
Transports YT 14.9% 14.3% 14.2% 17 7% 5.2% 2.3% 0.3% YT 168.2% 0.09 0.32 25.0% 0.68 0.95 29.5% 115 137
WTI Crude Qil uso 16.9% 21.8% 31.0% 245% -6.2% -15.6% -27.6% uso -6.2% 1.62 149 MI% 1.27 0.42 -14.9% -0.658 -0.97
Natural Gas UNG 40.4% 50.6% 50.2% 40.7% -16% -13% -8.9% UNG 11% -0.06 -0.28 -20.0% 1.30 1.04 -203% -1.44 -1.00
Gold GLD 9.5% 1.0% 123% 12.8% -2.9% -9.2% -11.9% GLD 38.2% 1.86 150 217% 136 0.93 17.2% 1.18 0.73
Silver SLV 13.5% 18.5% 21.1% 203% -33% -115% -14.8% SLV 47.1% 3.03 1156 133% 1.04 0.02 45% -0.16 -0.43
Copper JJC 267% 26.0% 26.2% 219% -6.5% -164% -12.6% Jic -66% -0.35 -0.45 -15.5% 07N -0.92 -15.9% -0.85 110
Corn CORN | 156% 15.5% 16.2% 17.8% -1.2% 13% -5.2% CORN 16.7% 0.09 -0.17 253% 0.58 0.32 36.8% 0.83 0.82
Soybeans sSOYB 14.3% 16.4% 15.7% 17.2% 1218 -213% -19.3% SOYB 88.8% 147 0.78 50.6% o1 0.16 106.4% 0.64 1.02
Wheat WEAT | 207% 19.3% 19.0% 21.8% -27.6% -295% -25.0% | WEAT 5.4% -0.86 -0.66 13.6% -0.92 -0.62 17.6% 1.07 -0.43

‘implied volatility on at-the-money front month contracis

“implied velatility of ai-the-money options expiring in the given duration vs. redlized volatility over the given durgtion

March 2, 2017 HEDGEYE
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD % XYTD %

SECTOR Ticker  Price Chg Chg Chg

Consumer Discretionary XLY 587.34 1.12% 1.12%  7.30%
Financial Select Sector XLF 525.24 2.85% 2.85% 8.56%
Health Care Select Sector XLV 575.74 1.00% 1.00% 9.86%
Technology Select Sector XLK  553.09 1.41% 1.41% 9.78%
Consumer Staples Select Sector XLP  555.36 0.47% 047%  7.06%
Industrial Select Sector XLI S566.97 1.69% 1.69% 7.63%
Materials Select Sector XLB 553.27 1.95% 1.95% 1.18%
The Energy Select Sector XLE 572.B1 2.00% 2000 -3.33%
Utilities Select Sector XLU 551.31 -0.89% -0.89% 5.64%
S&P 500 SPX  2,395.96 1.37% 1.37% 7.02%

March 2, 2017 HEDGEYE
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD % YTD %

Ticker Price Chg Chg Chg
Consumer Discretionary XLY S87.34 % -0.24%
Financial Select Sector XLF 525.24 1.49%
Health Care Select Sector XLV  575.74 ¥ -0.37%
Technology Select Sector XLK  553.09 0.05%
Consumer Staples Select Sector XLP  555.36 -0.90%
Industrial Select Sector XLl  566.97 0.32%
Materials Select Sector XLB §53.27 . 0.58%
The Energy Select Sector XLE 5§72.81 0.64%

Utilities Select Sector XLU §51.31 ¥a -2.26%

March 2, 2017 HEDGEYE

THE MACRO SHOW TV



HEDGEYE STYLE FACTOR PERFORMANCE

1D 1W 1AL IM oML YTID
FACTOR : 2 Che a Che o Che s Che
High Debt/ EV
Low Debt/EV
High Short Interest 1.0% 0.4% 2.4% 3 7% 4.6% 3d%
Low Short Interest
High Beta

Low Bata

High Yield

Low Yield

MCAP Bottom 23% 1.0% 0.1% 2.3% 2.1% 2.9% 24%
MCAP Top 23%

Top 23% 3ales Growth
Bottom 23% Sales Growth
Top 23% EPS Growth
Bottom 25% EPS Growth

De bt

51

YIELD | BETA

MKT
cap

EPS | sales

*Wean Performance of Top Quartile vs. Bottom Quartile, S&P500 Companies
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HEDGEYE RATES & SPREADS

1D 5D 1M IM vs. 52-Wk, Bps ¥s. vs.
Price BEpsChge BpsChg BpsChg BpsChe High Low | J3Y Ave 5Y Ave

3M T-Bill 0.62 1.5 112 12 15 | A4 % 4 2)
3M LIBOR 1.06% 0.0 1.2 3 y I | 4 | 50 65
2Y T-Note 1.28% 24 10.2 7 4 | 22 79 1 50 75
5Y T-Note 1.99% 5.8 12.9 6 T . 10 | 47 67
10Y T-Note 2.45% 6.3 2.1 2 I -19 113 3 3
JOTT-NOtE 306% ... 66 . 48 o S I S A LI 17 S
2Y-10Y Spread, Bps 117 3.9 21 8.9 130T 35 | 28 44
IG SPREAD (AAABEB)  1.45% 0.0 7.0 -9 14 P 78 | S, ¥ -30
HIGH YIELD 5.73% -18.5 -19.3 27 -89 -261) 0 92 84
3Y BREAKEVEN 2.03% 1.6 0.0 1.5 19.4 4.8 1.7 16.9 30.3
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CFTC NON-COMMERCIAL NET LONG POSITIONING

: L-Score

METRIC Latest W/WChg  3IM Ave 6AL Ave 1Y Ave 1V 3¥
SPX (Index + E-mim) 17,524 (3.421) (6,507) 31,461 22,636 005X 047X
Fussell 2000 (mini) 38,045 (12,964) 65,173 38,100 1,161 0. 78X 1.70X
107 Treasury 2154,603) 63,328  (308387) (123,106) (59:36?}5 135X -1L97X
CRUDE OIL 386,229 28,639 300,060 437421 394935 243X 304X
GOLD 82464 14 482 63,176 128936 171307 -1}. 6X 024X
COPPER 0406 QA9 SOITL 26169 5140 116X 220X
T ; j""ﬁ. ........................... |: 13} ............... : |}|5.3|} ............... 41195231% i e
JPY (46,657) 303 (60,989) (1.943) 20976 5-1_33}'{' -0.26X
EUR (30,793) (11,601) (66,168)  (86.,953) [?Iﬁ-:]iﬁ}é 077K 081X
GEF (63995)  (1254)  (64110)  (73050) (62.38%) -0.08X  -LOEX
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CFTC NET FUTURES & OPTIONS POSITIONING (TTM Z-SCORE)

-2.44 30-Day Fed Funds
-1.35 10VR ST

-1.33 Yen

-1.20 Gold

-1.13 UST Bonds

0.76 SYRUST

-0.67 WNRxEimEEN
-0 AP BiGasaling
=0.39 Fane
-0.29 Peso
Russell Index + E-Mini 0.29
VR UST 0.92
L5, Dollar 0.97
Sitver 1.02
Aluminum 115
Copper 1.16
Corn 117
Canadian Do Rar 1.35
Crude Oil 2.45
Wheat | 3.38

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0
TTM Z-5core
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CFTC NET FUTURES & OPTIONS POSITIONING (3YR Z2-SCORE)

-1.83 1R UST |
-1.46 30-Day Fed Funds |
-1.13 5¥YR UST |
-1,06 UST Bonds |
-0.83 Pound |
«0.72 Yen |
-0.58 Frane |
kD ¥P Gasdine |
-0.36 'Peso |
sk Index |
Com 1.28

Silver 137

ULSD Heating Of | 141

Matural Gas 148

Russell Index + E-Mini | 1.48

Canadian Dollar | 158
Aluminum | 1.77
Copper | 1.83
Wheat | 2.03
Crude Ol | 2.0

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0
3YR Z-Score
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY VOLUME: (3/1) vs.

Prior Day 1M Ave 3IM ave 1¥ Ave
Total Market Volume®* -6% 1% 18% 0%
Total Exchange Volume** 4% 19% 21% 18%

*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

32-Wk Rolling 30D Correlation

METRIC 15D 30D 90D 120D 180D | Hish  Low | % TimePos % Tims Nez
SPX 0.67 0.54 0.69 095 -0.90 45% 53%
BRENT Oil [ 050 | o1l 0.55 063 | 060 | 677 078 47% 53%
CRB Index 028 0.15 0.48 0.63 083  -0.88 26% 74%
GOLD 0.13 0.43 090 .97 16% 84%

*Days = Trading Days
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