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HORSESHOES & HAND GRENADES

0 1Q16 — A LOOK BACK AT WHAT HAPPENED

Our main call at the start of 1Q16 was that the headwinds that began in 4Q would persist and
grow stronger in 2016. We expected volume comps to be a challenge and HPI to decelerate.
Moreover, recession risk was emergent, and poised to keep the group under pressure.

2Q16 - A LOOK AHEAD AT WHY WE’RE BEARISH

Volume growth continues to slow in both the new and existing market. Home prices, meanwhile,
are in a bitter tug-of-war between lagged demand trends and supply constraints, while supply

has emerged as the big conundrum this cycle. The economy and housing market will continue to
juggle the hand grenades of risk as both global and domestic growth decelerate, credit begins to
tighten, overvaluation and affordability challenges emerge in select geographies and housing
equities traverse their weakest six months stretch of the year

THEMATIC INVESTMENT CONCLUSIONS

We continue to like defensive positioning in REITs and Home Improvement, while we see
Homebuilders and Building Products as stretched on valuation with negative headwind dynamics
across the intermediate term.
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1Q016: DECELERATING VOLUME - PHS

PENDING HOME SALES

=4=PHS YoY % (SA)

PHS: YoY %

We are now in
month 11 of
deceleration off
the April 2015
(absolute and rate
of change) peak in
activity




1Q@16: DECELERATING VOLUME - NHS

New Homes Sales Growth in NHS went
35.0% eI Home Sakes, YOT% negative over the
: ---# Linear (New Home Sales, YoY%)

last two months as
sales activity has
trended flat to down
over the last year.
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March is an easy
comp and the long-
term setup remains
compelling but there
is a dearth of
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sustained pickup
over the nearer term

15.0%

10.0%

5.0%

0.0%

-10.0%
Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16



1Q16: DECELERATING VOLUME - STARTS

NEW HOME SALES & STARTS

The rate-of-
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1Q@16: BUILDER CONFIDENCE FLAGGING

BUILDER CONFIDENCE: NAHB HMI

—=HMI Index  —e=HMI: 6-Month Expectations Index

Builder
Confidence —
both Headline &
Forward
Expectations -
peaked in
October and has
declined steadily
over the past 5
months.
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Source: Bloomberg, NAHB



1Q16: STALLING HPI - 2N° DERIVATIVE

HPI: FHFA & CASE-SHILLER

Home price
6.5% growth remains
6.12%  6.11% — healthy in the
6.0% mid-single digits
[575%] but the 2nd

derivative trend
has shown a
notable
flattening in

45% recent months.
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5.0%

4.0%



1Q@16: HOUSING PERFORMANCE

HOUSING: SUBSECTOR PERFORMANCE YTD PERFORMANCE
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5D IM M 6M YID BUILDING HOME REAL ESTATE MORTGAGE
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1Q@16: HOUSING PERFORMANCE

- SECTOR PERFORMANCE S ouslig
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1Q@16: HOUSING PERFORMANCE

The 15t quarter is a
seasonally strong

Homebuilders: 1Q Absolute Return By Company By Year (2010-2015) gerioe fer e
BZH  KBH  MTH RYL  DHI  HOV PHM  LEN  TOL MDC  NVR| Overall] | s&P500| Relative builders with average
2010 6%  22% 9%  14%  16%  13%  13%  35%  11%  12% 2% 13% 5% 8% absolute and relative
2011 -15% -3% 9% -T% -2% -14% -2% -3% 4% -12% 9% -4% 5% -9% performance across
2012 3% 2% 17% 2%  20%  69%  40%  38%  17%  46% 6% 1% 1% 19% the group of +9% and
2013 6%  38%  25%  14% 2%  -18%  11% 7% 6% 0% 1% 1% 10% 1%
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Average 1%  13%  13%  10% % 1% % 13% 5% 6% sl oy 5% 3% |
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performance of -2%
and -3%, respectively,
in the latest quarter

Data Source: Factset, HEDGEYE 13



BUILDER VALUATION IN CONTEXT

20.0X -

15.0X -

10.0X -

5.0X -

0.0X

BUILDERS: Forward P/E, % of 5Y Max

Homebuilder
valuations are
currently sitting
at 80% of the
peak of their
trailing 5Y range.
They have +12%
upside to their
Aug 2015 peaks
and -17%
downside to
their Feb 2016
lows.

Data Source: Bloomberg, HEDGEYE



2Q16 - WHY WE’RE BEARISH



2Q16: WHY WE’RE BEARISH

FUNDAMENTAL DECELERATION

0 Volume growth is slowing in the new and existing market. Home prices, meanwhile, are in a bitter
tug-of-war between lagged demand trends and supply constraints.

SUPPLY SIDE ECONOMICS

9 Supply has emerged as the big conundrum this cycle. Many of the underlying reasons are
structural/secular in nature and unlikely to resolve over the nearer-term. While tight supply, in

isolation, augurs strength in HPI it should continue to constrain upside in transaction volume.

e SEASONALITY / SAN FRAN / BIG CITIES / CRE

The economy and housing market will continue to juggle hand grenades of risk as both global and
domestic growth decelerate, credit begins to tighten, overvaluation and affordability challenges
emerge in select geographies and housing equities traverse their weakest six months stretch of
the year




FUNDAMENTAL DECELERATION



FUNDAMENTAL DECELERATION

The Sine Wave
of reported
r—— Housing data
over the last
1H15 2H15 year and the
outlook for the
year ahead.
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PHS: 11 MONTHS OF DECELERATION

Pending Home
Sales have been
slowing for 11
months and face
the hardest comps
of the cycle over
the next three
months.

PENDING HOME SALES

= PHS (SA), Index Level =4=PHS YoY %

15%

10%

5%

PHS: YoY %

Current levels of
activity imply
negative low-to-
mid single digit
YoY growth in
April/May

0%

=10%




15T TIME BUYERS: PAST PEAK?

EHS: 1st-Time Buyer Sales

Rising 15t time buyer
40% —9— 1st-time Buyers, YoY % — 6 per. Mov. Avg. (1st-time Buyers, YoY %) demand has helped
fill the gap left by
declining investor and

30% distressed sales but
the pace of

20% improvement has

— stalled over the last

Six months.

10%
Affordability, low and

0%

sl W SE— declining supply and
y credit availability will
remain hurdles to full
renormalization on
housing’s lower rung.
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-20%
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NHS: COMPING NEGATIVE

New Homes Sales
35.0% - mmm NHS —+—NHS, YoY % NHS growth

- 600 .
comps remain

30.0% 1 challenging over
25.0% - i the next 6 months.
- 50 While we're likely
19:0% 7 to get a bounce in
10.0% - - 450 the reported March
son e data we could

400 continue to comp

0.0% -

negative if the flat
trend in activity

observed over the
last twelve months

- 350
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STARTS: STALLING

TOTAL HOUSING STARTS Total Housing

mmm Total Housing Starts ~ —e—Total Housing Starts, YoY% Sta rtS have
1260 1 211 1207 #%  essentially moved
1150 | », m " sideways for the
1079 1080 1080 - 30% bulk of the paSt
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THE BEST CHART IN HOUSING

TOTAL HOUSING STARTS Single Family
mmmm Total Housing Starts Linear (Total Housing Starts) StartS have
1,250 - o o7 continued to

i but Total
1150 | 1152 . . = 005 157 Improve put Iota
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NEW SALES & STARTS: DECELERATING

NEW HOME SALES & STARTS

—— SF Starts, YoY% [3MMA)

Home Sales, YoY % (3MMA]] —— Poly. [SF Starts, YoY% [3MMA)] —— Poly. (Total Starts. Yo¥% [3MMA]})
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When viewed as
3-month rolling
averages, all
three new home
series (NHS, SF
Starts and Total
Starts) are
showing recent
deceleration
trends with NHS
close to zero
and SF and Total
Starts “10%
growth and
falling.




NHS: ACROSS THE BOARD

NEW HOME SALES BY PRICE TIER

2013-Present,

— Total, YoY % (2 Mo. Ave)
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New Home Sales
continue to show
deceleration/weak
ness across all
price categories.
Meanwhile, the
sub-$300k
segment has
slowed to 0%
growth. Only the
middle-market is
growing, but it’s
barely tracking
above zero.




EHS: ALL BUT THE LOW END

EXISTING HOME SALES BY PRICE TIER, YoY %
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Existing home
sales by price tier
look similar to
New Home Sales
with the sole
exception of the
low end, entry-
level home, which
has bounced a bit
in the last 2
quarters.



MCAI : TRADE OR TREND?

Mortgage Credit Availability Index, Index Level by Month Meanwhile,
(NSA, 3/2012=100) mortgage credit

availability, which

150 had been on a
\ long-term

135

: - upswing,

£ o 28 recently

: negatively
£ inflected.
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1Q16: STALLING HPI - 2N° DERIVATIVE

HPI: FHFA & CASE-SHILLER Home price
trends have

6.5% flattened out in

6.12% RoC terms. FHFA
has essentially
moved sideways
for the last year,
while Case-
Shiller has
shown a
decelerating
RoC for the last
~3mos.
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4.0%



PHS ROC ' - HPI ROC

PENDING HOME SALES Demand growth
—4=PHS YoY % (SA) has decelerated

= by Y1200 bps in
the last 11
10% - months and is
likely to
% | decelerate by a

further 300-500
bps over the
next 3-6 months.

PHS: YoY %
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NEGATIVE INFLECTION LOOKS LIKELY

DEMAND GROWTH LEADS PRICE GROWTH BY ~ ONE YEAR

mmY/Y % Chg in Demand (PHS) - 9Mo Lead - Case-Shiller 20 City HPI YoY NSA
30%

~ 1

20%

------:

10%

0% +*

“10%

-20%

&~

<

DATA SOURCE: CORELOGIC, NAR ©2016 HEDGEYE RISK MAMAGEMENT

The past fifteen
years have seen
demand growth
lead price growth
by 9-12mos. This
historical
relationship
suggests that HPI
is on cusp of a
negative
inflection.



THE CASE FOR DOWNSIDE TO HPI

Pending Home Sales Y/Y Growth (12-Mo Lag) vs. Corelogic HPI Y/Y Growth
Last 10 Years of Monthly Data
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10%

Pending Home Sales (Y/Y % Chg) - 1 Year Lag

* Excludes Periods Just Before & After Late-2009 & Early-2010 Tax Credits

15% 20%% 25%

@2015 HEDGEYE RISK MANAGEMENT

The slope of the
relationship
between
demand growth
and price growth
is almost one to
one, meaning
that a 1%
deceleration in
demand growth
has historically
correlated with a
91 bps
deceleration in
HPI.




INVENTORY: ON THE LOWS

EXISTING HOME INVENTORY: UNITS Inventory,
mmm Existing Home Inventory (millionsunits) ~ ——Current Level hOWGVGI’, is
at/near all-time
4.0 tlghts The

35 current 1.88mn
iy units in the

= existing market
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2.0

. lows seen back
15 in 2000-200:1.

(_

T

I

=]

[

=

[}

=
’\"\"'lf"l"‘:"b@- H H Lo A A D H O QO N NN W W e o
N N S S o S S SINSIENIEN SN GUN ST I\ AN SR
(\,5&9«@9«5&9959‘“99 $ & 8 P P PRSI

N W oW oW n '
F P F P F I F T T FT Ty o W



RECORD LOW INV = HPI

FUTURE HOME PRICE PERFORMANCE BASED ON INVENTORY DECILES When inventory

of existing

# Home Prices 3 Months Later

i Home Prices 6 Months Later h omes for Sa Ie

& Home Prices 9 Months Later h as been | n th e

ki Home Prices 12 Months Later botto m d eC| I e

B Number of Months
‘21:::> Current Inventory Decile (IaSt 15 yea rs Of

data), as it is

currently, the

20% |

15% -

10% |

3%

0%

Home Prices X Months Later

5 | average
0% subsequent NTM
1o | home price

I NumberofMonths Change has
-20% 15 14
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-25% - I I - - l . . . °

0-10% 10-20% 20-30% 3040%  40-50% 50-60% 60-70%  70-80%  8090%  90-100% 3% Sta N d q rd

Inventory Decile (on a 15-year basis) deViation

DATA SOURCE: NAR, CASE SHILLER, HEDGEYE ©2016 HEDGEYE RISK MANAGEMENT






INVENTORY: THE WHY OF SUPPLY

* Low Rates
 Negative/Low Equity
* Tighter Credit

* Home Price Spreads
* Demographics

* Investors




SUPPLY: RATE RETICENCE

30Y Mortgage Interest Rate The 30yr bull
5.00 , —30Y Mortgage Rate market in rates

450 end, meaning
~11MM People Refinanced in that people Wlth
the period around the all-time

low in Interest rates | I k d

4.00 - ow rates locke

IN are now, on
3.50 | the margin,
Disincentivized Supply: Rates & Equity . . . .
Housing Units No. (000's) % of Total dISIncentIVIZed
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- less Owned free and clear 27,491 36% f m m g
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SUPPLY: EQUITY OVERHANG

Under Equity Beyond the
aforementioned
Properties with less than 20 percent equity emnin Supply
a there’s a further
ae 9mn owners who
' A
talla have sub-20%

equity from a

18.9% 2.3% combination of

low down
of mortgaged residential of residential properties are
properties are under-equitied near-negative equity paym e nt rece nt

buyers and those
who’ve recently
emerged from
| negative equity
positions.

Borrowers with less than 2(




SUPPLY: CREDIT CONSTRAINTS

Meanwhile,
Mortgage Credit Availability Index, Index Level by Month .
(NSA, 3/2012=100) mortgage credit

s availability, which
had been on a
long-term

upswing,

. s recently
negatively
inflected.
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SUPPLY: CREDIT CONSTRAINTS

Mortgage Credit Availability Index (NSA, 3/2012 = 100) ThlS IS Slmply a
Expanded Historical Series Ionger—term

AP N snapshot of
credit availability

for some added

perspective.

1000
900
800
700

=100

600
500

400

ndex, NSA, 3/2012

300

Source: Mortgage Bankers Association; Powered by Ellie Mae's AllIRegs® Market Clarity®



SUPPLY: CREDIT CONSTRAINTS

Standards

Default Risk Taken by the Mortgage Market, Q1 1998-Q3 2015 remain We”

Percent

18 Total default risk below IOng-te rm

Reasonable

lending equilibrium.

16 standards

14
12

10

4 Borrower risk

D L T I L] T I L] T T T T I T I L) T I T
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Sources: eMBS, Corelogic, Home Mortgage Disclosure Data (HMDA), Inside Mortgage Finance (IMF), and Urban Institute. URBAN INSTITUTE



SUPPLY: LONG-TERM LOWS

EXISTING MARKET: SINGLE-FAMILY INVENTORY RATIO If we look back
= Existing Inventory Ratio (EHS Inventory for Sale/Total Owner Occupied Units) eve n fu rth er to

5% Tt e B enen R EHS nenen e e Secs ) 1982, we find
that inventory is
the tightest its
been in almost
40 years.

5.0%

4.5%

4.0%

3.5%

3.0%

2.5%

FEILEL PSS ISP PP PRSPPI PP PSP DO DD O

Lt L L R L L L L L

S SR T S Y i O B S S i S T N Y T I S T T T S T R S o
BT AT T T g T g g g T g g T g g T g 0 g T g g g 0 g g g g g g T 0



SUPPLY: PREMIUM SPREADS

MEDIAN PRICE SPREAD: NEW vs EXISTING HOMES New home price
——— New vs Existing Price Spread (000’s $'s) pre m I u ms Ove I

77 binear (New va Existing Price Spreac! (000 551 existing homes
have increased
70-80% since
2009 vs. a “25%
price increase in
existing homes.
This makes it
harder for entry
level buyers to
get in or would
be trade-up
buyers.

100 -




BOOMERS > AGING IN PLACE

Exhibit 1.

The Nuclear Family Household Has Become Much Less Common Among Boomers Exhibit 2. So Far, Boomers Are Staying in Single-Family Detached Homes
40 45
@©
T 35 1) 4
18;? 30 4+ 1 —_ 43
@ o =8
=5 §z *°
g 2511 £ g
=5 ] 25 41
T c ] =]
w = 41 o
£:%° 32 40
2 E 3
23 15 1 =L 39
a1 ]
zE S = 38
5= 10 1+ - &
% “a
o < 37 1
E 51
S
36 -+
] T
Trailing Boomers Leading Boomers All Boomers 35
(Born 1956-1965) (Born 1246-1955) Trailing Boomers Leading Boomers All Boomers

Source: U.S. Census Bureau, American Community Survey Public Use Microdata Sample

(Bomn 1956-1965) (Borm 1946-1955)

|D2006 02007 m2008 m2009 w2010 m2011 m2012

IEI2006 O 2007 @ 2008 W 2009 m2010 W 2011 -2012|

Sowrce: U.S. Census Bureau, American Community Survey Public Use Microdata Sample

BOOMERS’ FAMILIES ARE BUT THE SHARE LIVING IN
I SINGLE-FAMILY DETACHED

GETTING SMALLER...
HOMES IS UNCHANGED
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BOOMERS > AGING IN PLACE

* C(lose to nine in 10 older Americans intend to continue living in their
current homes for the next five to 10 years

Do you intend to continue living in your IF YES: Do you plan to make any modifications to
current home for the next five to 10 years? your home to help you age in place? (N=g903)

Q0% 91%

60- 64

myes | Ifyes...
HNO o—— 65- 59

H Yes
m No

70+

SOURCE: AARP (2012)
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GEN X IN TROUBLE

Figure 9: Change in Real Median Household Net Worth, by Age: 2007 to 2010

Under Age Age Age Age Age
0% Age 35 35-44 45-54 55-64 65-74 75+
I -3%
-20% -18%
-249%
-33%
-40%
-40%
-60% -55%,
Gen X Source: SCF, Fed Bulletin (2007 and 2010)
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RENTAL INVENTORY = STILL NEGATIVE

Stepped up

Vacant housing over/undersupply Freddie investor activity
Surplus/Shortage of Vacant Homes and the
(Nu:_.';)ersm e For-Rent Inventory (Millions) ConverSion Of
u For-Sale Inventory (Millions) single family
» owner occupied
to rental units
09 has created a
longer-term
04 shortage in for-
rent inventory
) 03 that has yet to
show signs of
(0-6)2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 InfleCtIng

Source: Freddie Mac calculations using U.S. Census Bureau data. Negative values reflect shortage or undersupply relative to the historical benchmark. The
overfundersupply of vacant housing was estimated based on the average vacancy rate from 1994Q1 to 2003Q4. 2015 data as of December 31, 2015.
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QUARTERLY SEASONALITY

Housing Seasonality Here’s how the
Average Performance by Quarter season allty looks
on a quarterly

Averaee Absolute Performance, Trailing 6¥

. basis. It's pretty
Security 1Q 20Q 3Q 4Q _
ITB 9.5% | 2.3% | 3.6% | 13.6% clear which
XHB 9.9%p -3.0% 2.0% 11.6% quarters
SSHOME | 11.7% | -1.8% -3.6% 16.2% generate
positive P&L and
YTD which don't.
Security 1Q 20Q 3Q 4Q
ITB 0.1% ? ? ?
XHB -1.0% ? ? ?
SSHOME | -1.6% ? ? ?




SEASONALITY = THE LAST 6 YEARS

ITB has seen

ITB US Equity 95 View - 96 Edit ~ Seasonality Chart d
g k T <Type security>  Jlast Price | L | BT YVEST average secon

ﬂ_ Years Ending [EIYEE Percent Change Net Change
Calendar Year Trailing 12M - Line Heat Map «  Securities/Lines {5 Map Options quarter |Osses Of
Jan ) Feb ) Mar ) Apr ) May ) Jun ) Jul ) Aug ) Sep ) Oct ) Nov ) Dec ) _2_3% Over the |ast

-2.38 4 .02 5.35 5 4.12

Average (Monthly Change) 1 § . . . o b .
Six years.

-




BUILDER SEASONALITY (20 YEARS)

7.0% -

6.0% -|

5.0% -|

4.0%

3.0%

2.0%

-3.0% -

HOMEBUILDER SEASONALITY
Ave Performance by Month, 1996-2014

EmRelative Performance, SSHOME less SPX)

——S&P 500 Homebuilding Index

January February March April

S&P 500 Return Return
Month Homebuilding Index STDEV SPX index STDEV
January 3.9% 6.6% 1.0% 2.9%
February 2.1% 7.3% -0.2% 3.6%
March -0.7% 7.1% 0.4% 3.8%
April 1.5% 8.3% 1.7% 3.6%
May 1.2% 7.1% 1.2% 4.0%
June -2.3% 9.8% -0.1% 3.3%
July 0.2% 8.9% 0.2% 4.0%
August -0.2% 12.6% -0.5% 4.0%

September
October
Movember
December

1.1%
-2.0%
3.7%
5.0%

9.2%
10.5%
10.1%

7.3%

-0.2%
-0.3%
2.2%
1.5%

3.9%
5.5%
4.6%
1.7%

May

June

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

July

August

September

'

October

November

December

Incidentally, the
last 20 years of
housing data
show similar
seasonal
patterns.
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VOLATILITY IS SEASONAL AS WELL

HOMEBUILDER SEASONALITY
Ave Performance by Month, 1996-2014

W S&P 500 Homebuilding Index

14.0% -

12.0% -

10.0% -

1.5%

9.8%

-2.0% -

-4.0% -
January February March April May

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

-2.3%

June

@ Return STDEV

July

August

10.1%

September

-2.0%

October

November

December

Seasonality isn’t
just pronounced
in the returns,
but also in the
volatility of
returns.
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SAN FRAN: BUBBLE SIGNS

T TMAVIIEE
St e Backyard Tent Renting for $899/Month
Sums Up Everything That's Wrong with sy i
the Bay Area i 4

!! SOLD: $700,000 :
el . 0

San Francisco man pays $400 a
month to live in a wooden box

By Christian Gollayan March 30, 2016 | &:36pm



SAN FRAN: EMPLOYMENT

Employment
EMPLOYMENT GROWTH FROM TROUGH: NATIONAL vs SAN FRANCISCO
TOTAL & TECH EMPLOYMENT growth has

clearly been

0% | [134%) supportive of
housing demand
in San Francisco.

160% -

120% - . .
M National B San Francisco
100% -

80% -

60% -

20% -

0% -
Total Employment: TECH Employment:
Growth From Trough Growth From Trough



SAN FRAN: DEMAND > SUPPLY

There have been

CHANGE IN EMPLOYMENT vs. TOTAL HOUSING PERMITS 379k new jobs
2010-Present q
added in San
= Francisco over
350000 | the past half
200,000 - M San Francisco: Total Employment Chg decade With Only

M San Francisco: Total New Housing Permits

53k incremental
housing units.

250,000 -

200,000 -

150,000 -

100,000

50,000 -




SAN FRAN: CONSTRUCTION TRENDS

40,000

35,000

30,000

25,000

20,000

15000 -

10000 -

5,000

Housing units of all types. Data from sources deemed reliable but may contain emors and

San Francisco New Home Construction Trends e us s sgue sr

Housing Units Built by Decade - Approximate Numbers el Sploste et

18,800 Approximately 184,000 housing units - roughly 48% of San

Francisco's existing housing supply - were built prior to 1940. This

35325 chart breaks down the addition of units since then.
30,405
27,506
25,540
19.433
16,272

12,000

1940- 1949 1950-1959 1960-1969 1970-1979 1980-198% 1990-1999 2000- 2009 2010- 2015

@ PARAGON
N

subjectto revision. All numbers should be considered general ap proximations. =z R RETATRERAVR

The last half
decade has seen
construction
activity levels
well below long-
term trend,
despite the
stronger-than-
usual
employment
growth.



SAN FRAN: SUPPLY

San Francisco: Inventory, Active Listings As a result of
1,000 - stepped up
900 1 ——5San Fran: Single-Family Inventory, Active Listings employment and
200 | income and

——San Fran: Condo/Loft Inventory, Active Listings

reduced
700 |-/ construction,
600 - Supply of home
. for sales has
N been in secular
N retreat for the
last 4 years.
200 -
100 -
0

[ e

1
1
1
1
1
1
2
2
2
2
2
2
3
3
3
3
3
3
4
4
4
4
4
4
5
5
5
5
5
5
6
6

AR T T T

No
Jan
Mair-
Mary-
Jul
Sep-
MNow
Jan
Mar-
Mary-
Jul
Sep-
Now.
Jan-
Mar:
May-
Jul
Sep
MNow
Jan
Mar-
Mary-
Jul
Sep-
Now
Jan




SAN FRAN: MONTHS SUPPLY “2MOS

[y

7.0 4

0.0

San Francisco: Inventory, Months-Supply

——>San Fran: Single-Family Months-Supply

——San Fran: Condo/Loft Months-Supply

_ = = = =
= = = = = =

= =

= o= =

- =

= e =

The San Fran
market has
tightened to just
1-2 months of
supply over the
last few years. It
doesn’t get
much tighter
than that.




SAN FRAN: SUPPLY ' PRICE

Inventory vs. Percent of Properties Sold Over List Price

100% - 2011-Present Monthly
90% -
. <
o § 9

80% - < 9
8 0% "R Befe
£ 00 O
5 70 8 o™ .
% oo ¢ © ‘%fz <
T 60% - O
5 N
ﬂ < " y=-0.1707x + 1.0605
2 “‘«..‘ R® = 0.6397
E 50% - < -
& o ™
& o
5 40% - o € <§Q€$<> °
ES <& ® O

& ~
30% -
20% ; ; ; . . . . . . .
0.00 050 1.00 150 2.00 250 3.00 350 4.00 450 5.00

Single Family Inventory, Months-Supply

Over 80% of SF
homes have sold
over list price in
recent quarters.



SAN FRAN: SUPPLY ' PRICE

Percent of Properties Sold Over List Price - By Property Type Pricing trends
Single Family === Condo & Loft TIC have nOt Shown

| any signs of
50 0% weakening of
\/—-\ late.
0% ,_/\[ \f\ \,
40.0% //

./—/"J

20.0%

0.0% .
1-2014 1-201

1
1-2011 1-2016
San Francisco County
Each data point is three months of activity. Data is from April 6, 2016.

Data from SFARMLS. Powered by 10K,

=]
= -
[
[
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SAN FRAN: OLD & INACTIVE

Era of Home Construction us ot o The housmg
Bay Area Housing Construction Periods astimates 2010-2013 stock of San
1939 & Earlier ®1940-1999 = 2000 - Present Fran is notably

90%

older than that of

.. 83% B6% 8o% 83%

- B0o%
B0% = & neighboring

T2%
70% | Sl areas
60% preapr L

49%
50% ——
A40%
30%
21
20%
3% 3%
7% = 109''* 9% 9% ox

10% - 7% 5% 5% 5% 5%

San Alameda Marin Sonoma Napa San Maleo Sanla Clara Conlra
Francisco Cosla

These analyses were performed in good fakh with data derived from sources deemed reliable, but they PARAGON
may contain errors and are subject to revision. Allnumbers should be considered approximale - i BTATE GNO WS




SAN FRAN: HPI BACK AT PRIOR PEAKS

S&P Case-Shiller Home Price Index (Aggregate) Home prices in
1987 - Present Real Estate Cycles, SF Bay Area San Francisco

San Francisco 5-County Metro Area* — January Data Points — All Price Points

5 Previous Market Peak 215 ., , 216 have recently
b eclipsed their
prior bubble

200 189
Case-Shiller numbers are based on a January

180 2000 home value of “100”: 216 = a value 116% Loan
above that of January 2000. Standards Recession pea kS.
o~ 156 Bubble 2000 to 2012
142 148
137
140 131 133
2008 Market Crash A 126
120 o
January 2000 Price= 100 2> 100 Daot-Com Bubble P
100 3 RooeC i 2012-2016
85 Market Recovery
76
" SR
€ 1996: Beginning of Huge Appreciation Trend
60 4o 52
€ A\ Mid-Late Eighties Recovery/ Early-Mid Nineties Recession
40
W TP . P P, PR TP PN, TPt . P B~ P P T P P TP Py WL, - TP T T L -]

’s‘b \'3:% ’3% ’9% @Q \qﬁ \%':b @Q \op \Qﬁb \QQ '39 F&Q qfé! "PQ F&Q *'bé} '&Q "bha “.QG '&Q mﬁb ‘19'\ "LQ\ ,@0 ‘19'\ q?\ "1§\ rﬁ;'

Price changes based on January 2000 velue = 100. Dot points above are for January of sach year, .'/_\‘- PARAGON

except as noted. “The C.5 Index 5-county San Francisco Metro Statistical Area includes San Francisco, \j /) T REE AL BREEE

Marin, San Mateo, Alameda and Contra Costa counties. Different price segments experienced very e =

different magnitudes of bubble in 2004-2008.



SAN FRAN: STILL ROOM TO

300 4

250 -

200 -

150 -

100

50

Case-ShillerHPIl: San Francisco Real & Nominal Prices

= Case-Shiller HPI: San Francisco 261.4

———Case-Shiller HPI: San Francisco (CPI Inflation Adjusted)

-—— T T — —

WEroosNMnsTgnOERRoroosNNNTINEONOROoOENNONTTOR
q:mq)clxm,clxmc‘ic‘i c.‘c.‘mcpcn\’mc?c?o'C.)OCPCPOCPCPOCPCPOC.)‘T‘_ﬁ‘_ETTE‘_‘_
cdhcﬂ).?‘cdhcﬂl%cﬂL>~CﬂL>~cr_‘L?‘cr_‘L>~cr_‘L>~cﬂL>~cﬂL>~cﬁmC 2 c > C
mq,.mmq;Ugmmmwmmwﬁmwmmw”mwﬁmwmmwﬁmwm_ﬁwz_ﬁ@z_’“@“_,ﬁ
SMEONMZEONSE ONE OO NEOONSESONEONIEIONIEIONS s W 0 n =

Nominal prices
have taken out
their prior highs,
but real prices
remain slightly
below their all-
time highs.



SAN FRAN: PRICES BY TIER

45% -

40% -

35% -

30% -

25% -

20% -

15% -

10% -

5% -

0%

-5%

-10% -

\‘\(b

SAN FRANCISCO: PRICE GROWTH BY PRICE TIER
Case-Shiller HPI, YoY%

San Fran: High Tier
——San Fran: Mid Tier

———5an Fran: Low Tier

S/

{b-{b{l’v{}@;@'@v{’:(’?{b-ﬁbV\b‘\‘*\"‘\b‘-\b‘@@g@\,@@q&,\‘?
S cpq, \\° 3@, & @»31\ ¥ %QQ’ \;9 5,e;:‘ oF ‘x\q;\ N %Qfe eo foo @’b S GJGQ' o B@Q

The low end of
the market has
actually seen the
strongest
growth, partly
due to that
segment being
hit the hardest
from 2008-2011.



SAN FRAN: AFFORDABILITY WATCH

San Francisco Housing Affordability* Affordabili.ty in-
35% San Francisco is

=—#—S5an Francisco Housing Affordability baCk at Its pI’IOI'
30% e cyclical low
watermark. Just
10% of San
Francisco
families can
15% currently afford
the median
priced SF home,
in line with the
lows seen in
1990 and
2006/2007.

25%

20%

10%

yuseholds that can afford to purchasethe median priced home assuming:




SAN FRAN: VOLUME

100%

80%

60%

40%

20%

0%

-20%

-40%

-60%

San Francisco: Pending Home Sales, YoY%

San Francisco: PHS YoY%

----- 6 per. Mov. Avg. (San Francisco: PHS YoY%)

Sales volume in
San Fran has
been declining
for a few years,
but this has more
to do with tight
supply than
reduced
demand.




SAN FRAN: LABOR TRENDS

The "App Economy": Employment Growth Labor growth in
~——Mational: Computer System Design Employment, YoY r 30% Sa n F ra n ,S
99, =—=S5an Francisco: Computer System Design Employment, YoY - | nform atio n
o | s economy remain
- 20% strong, but are
17% .
5% 1 (] decelerating on
the margin.
3% - 13%
10%
1% \ | 5%
1% - 0%
-3% - F-B%
-B% - - -10%
g N o S 2 o e o & b nbe e Pl R o
& ¥ 3 F & ¥ NG o @ o N o N ¥ N




Venture Capital
funding volume
is slowing as of
the latest data.
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SAN FRAN: BUBBLE REQUIREMENTS

Here’s what you
need to have a
certified bubble.

Demand 4,
Supply v

/[ 1\

Lending A The Bubble Price A
Propagation Cycle
A Generalized Model
oo e
Standards ¥ Credit Risk v
—




SO, IS SAN FRANCISCO A BUBBLE?

o Affordability = Extremely Stretched
 Employment = Strong, but Slowing

e Tech Economy = Toppy/Late Cycle

e Credit Conditions =» Stable/Reasonable
e Supply/Demand =» Still Supportive

e Conclusion: Deceleration Probable, Some
Downside Possible, but Crash Unlikely
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BIG CITIES: WHERE’S THE GROWTH?

Recent Second Derivative HPI Trends by City & City Weights in CS Index

o o
2% o u
2.0% - -
1.5% - u
1.0%
1.0% - 0.9% | pay

0.8%

0.6% | 0.6%

0.5% -

0.0% -

-0.5%

This chart shows the amount of acceleration/deceleration in the Y/Y Rate of Change in HPI

-0.5% I

DATA SOURCE: CASE SHILLER, HEDGEYE

over the last 3 months (Jan 2016 Y/Y less Oct 2015 Y/Y). It also shows the respective city
weightings (in red). -1.1%
-1.3%
Boston, Miami, Denver, San Francisco, Atlanta and Dallas are all decelerating (27% of the
index), while New York (21% of the index) is flat. Detroit and Seattle are accelerating
meaningfully.
N
a‘}‘o n“’z\ & é"oo
T \?!\ &
(p « “?

25%

20%

15%

10%

5%

0%

-5%

-10%

-15%

-20%

-25%

u 2nd Deriv

M Weight

©2016 HEDGEYE RISK MANAGEMENT

This shows the
recent
acceleration/
deceleration
trends by major
US city as well
as those cities
respective sizes.
San Fran, Miami,
Denver, Boston
and Atlanta are
all showing
deceleration.




BIG CITIES: LOS ANGELES

Los Angeles Housing Affordability* Currently at

80% e Ao 26.6%, LA's long-

N ’ term affordability
benchmark has
averaged 31.7%. In
1991 and 2006,
affordability
reached -1.3 and
-2.4 standard
deviations below

51.0%

B0%

40% -

30% -

20%

*Measuresthe % of households that can afford to trend, and

purchas nedian priced home assuming: .
- - currently sits at

ot cost mot> 30% of ' -0.6 below trend.

0%




BIG CITIES: MIAMI RISK

Another Condo Bust Looms in Miami Miami appears to
Developers, seeing sharp drop in sales, inventory surge, take steps to avoid a ‘bloodbath’ be on the cusp of
a material

By LAURA KUSISTO

March 29, 2016 11:43 a.m. ET . ; slowdown.

Foreign investors have pulled back as the value of their currencies

Miami is facing a condo bust—again. | has dropped versus the dollar. Brazilians, for example, have seen the
value of their currency against the dollar slip nearly 42% since 2014,

while Argentines have seen their purchasing power in the U.S.

decline more than 40%, according to Integra Realty Resources.

1]
=== Bloomberg Markets Tech Pursuits Politics Opinion

Miami's Condo Craze
Burns Out on Strong
DoIIar

by Prashant G¢ 1 John Gittelsohn

June 5, 2015 — 5:01 AM EDT Updated on June 5, 2015 — 9:48 AM EDT f -~
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CRE: SIX YEARS OF STRENGTH

COMMERICAL vs RESIDENTIAL PRICING ol el
220 —— Moodys/RCA Commercial Property Price Index ~—— Case-Shiller, 20-City Compesite estate price
. growth has been
200 | CRE PRICES: torrld Since the
+16.6% vs Prior Peak 210
150 +35% off Trough 2010 bottom.
[ 190
160
170
140
150
120 130
100 110
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CMBS: YIELD WATCH

HIGH YIELD vs CMBS BBB- SPREADS BBB- spreads in
900 - CMBS have

= BarCap US Corp HY YTW - 10 Year Spread

= CMBS 2.0/3.0 bonds rated BBB- and an average life of 10 years. ’," been On a
800 1 steady ascent
since last Fall.
700 -

While they’'ve

600 - come in a bit
recently, they

500 - remain
extremely

400 -
elevated.

300 -

200

Jan-15
Feb-15
Mar-15
Apr15
May15
Jun-15
Juk15
Aug15
Sep-15
Oct-15
Nov-15
Dec-15
Jan-16
Feb-16
Mar-16
Apr16

Source: Bloombeng



CRE: PRICES STALLING

COMMERCIAL PROPERTY PRICES After 70

35% Moody's/RCA CPP! Index

- 20% consecutive
[CIMoodys/RCA Commercial Property Price Index, Mo %
2.08, - = oodys/RCA Commercial Property Price Index, YoY% - 15% months Of M/M
price growth,
- 10%
29% 1 - CRE prices have
- 9%
20% - recently begun
M - 0%
i _ § N - to go the other
- || way.
1.0% -
- -10%
g0 (1 LT I -
i il
I/ -20%
—1.0%-000000 PPPPPP NNNNNNmmmmmqucrqqrcrmmmmmmno-30%
EgF33558F3525553§5585333388335888335°¢

Sowrcer Bloomberg, Census Bureau




CMBS: ISSUANCE SLIPPING

250 -

200

150 -

100

184.1
157.2
| 93.5 7.0 99.4
723
50.0 45.0
50 - 311
16.9
0 : : : : : R : . : :
2003 2004 2005 2006 2007

CMBS ISSUANCE, Annual
USD Billions

229.6

100.1

2002 2008 2009 2010 2011 2012 2013 2014 2015

14.0

12.0 -

10.0 -

8.0

6.0 -

4.0 -

2.0 -

CMBS ISSUANCE, Monthly
125 USD Billions

113
105
2.0

8.0 8.2
7.7 7.7
7.5 71
6.1
46 5.0

3.0

Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15  Jul-15 Aug-15 Sep-15 Oct-15 Now-15 Dec-15 Jan-16 Feb-16 Mar-16

Source: SIFMA, HEDGEYE

The credit stress
emerging,
issuance is down
43% year-over-
year in the first
quarter.




CMBS: A LARGE SHARE OF THE MKT

THE CRE FUNDING MARKET: CMBS & COMMERCIAL BANK CRE LOANS :
USD Billions CMBS funding

accounts for

[ Commercial Bank CRE Loans I MonAgency CMBS —4—CMBS, % of Total CRE Loan Market
3,000 - - 40%

roughly a quarter
-
20| B2 - 35% of CRE fundlng.
- 30%
2,000 -
- 25%
1,500 - - 20%
- 15%
1,000 - =
[1,727] 1,782
= e e e ey B e = 10
500 -
- 5%
0 : : : . : : ; ; ; 0%
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Federal Reserve, SIFMA, Hedgeye



CRE: LOAN STANDARDS TIGHTENING

Net Percentage of Banks Tightening Standards for CRE Loans

B80.0
60.0
40.0
0.0 e
- ‘ 12.7
] 6.6
g
i
(20.0)
(40.0)
(60.0)
CRE lending standards tightened in
(80.0) 1Q16.

(100.0)

o g & & g g g o o g g &&u’*&u’*&d‘&d}&d‘
ﬁ@&#@&@#ﬁ&@@ﬁﬁ@“@@w PO G

— | === onstruction and land development s==MNonfarm nonresidential  s=—=NMultifamily

Loan standards
are tightening at
the bank level
just as CMBS
funding is
getting more
difficult.




CRE: LOAN DEMAND

Net Percentage of Banks Reporting Increased CRE Loan Demand Loan demand fOr
- commercial real
400 estate is also
s beginning to
_ decelerate.
B4
E (20.0)
(40.0)
{60.0)
(80.0) CRE loan demand continued to increase
in 1Q16 but at smaller portion of banks.
{100. 0!
& & g g o o g o g g g o d"cﬂ'&d}&d‘d"d}cﬂ“d"
S S S S S SIS T ETEE
s | = onstruction and land development s Monfarm nonresidential —hhlli‘hmil'.l



CRE: OUTLOOK

Forward Expectations for Standards, Spreads, and Volumes

Loan officers
expect further
tightening of
standards for

20% CRE loans in the

10% J ! coming year,
o [ - — higher spreads,

and reduced

40r%

30%

% of Banks with Negative Expectations

-10% d d
-20%
-30%
-40%
Expecting to tighten standards  Expecting to increase spraads Expect decreasing volumes
® CEJ lpans to large and mid dle-market CEl loans to small firms
CRE loans = Monfarm nonresidential loans
& Multifamily loans ® S5E-eligible resi mortgages

# Nonconforming jumbo resi motgages




CRE: CREDIT QUALITY POISED TO

Forward Expectations for Quality Expectations for
o | loan quallty are
g 5%/ A A also negative.
E -10%
; 5% 4
E -20% -
2 5%
E ox
E 35%
E -40% 4
B
2= -45%
A" & i oF 3 & i : -



CRE: SYMPATICO WITH Cé&l

Percent

100.0

80.0

60.0

40.0

20.0

(20.0)

(40.0)

(60.0)

(80.0)

(100.0)

oo PSS TS G S S S TS
R A g g N @Q@F&Q FFFTFFSHFES K

Net Percentage of Banks Tightening Standards
for CRE & C&Il Loans

22.6

12.7
5.6

== == CRE - All

=== Construction and land development
=== Nonfarm nonresidential
e Multifamily

e C&l - Large & Medium

L

CRE & Cé&l
lending
standards have
historically
moved in
tandem across
cycles.



CRE: MIXED RELATIONSHIP WITH RESI

Percent

100.0

80.0
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40.0

20.0
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Net Percentage of Banks Tightening Standards
for CRE & Resi Loans

-

== == CRE - All

e Construction and land development
=== Nonfarm nonresidential

e Multifamily

= Residential Mortgages - All (1990-2007)

oo&od"&o& o’?'oci"&

S

Two of the last
three cycles
have seen CRE
and Resi lending
standards move
in concert with
one another. The
exception was
2001, when resi
was in the early
stages of
entering a 100-
year bull market.




CRE: DQ’S HAVE YET TO MATERIALIZE

DELINQUENT COMMERCIAL REAL ESTATE LOANS

Domestic Banks, Total Value (NSA, MM $')

160,000 -

140,000 -

120,000
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60,000 -
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Dec-03 ——o0

Sowrcer Bloomberg, Federal Reserve
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CRE loan quality
has not yet
begun to
deteriorate.



CMBS: COMING MATURITY WAVE

CMBS terms are
typically 10yr,

meaning that
13 CMBS Issuance by Year ($Bln) 2016/2017 will
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100 end of the last

50 ! crisis.
- W
0

=
e
aa]
=
" p—
LB
L)
=
4]
e
3]
(aa]

1988 1991 1994 1997 2000 2003 2006 @ 2009 2012 2015




CRE: THE ZELL BELL?

Sam Zell is
ringing the alarm
bell. His track
i record speaks
for itself.

Sam Zell: I'm Not a Big Buyer of Real
Estate Today

Real Estate Developer and ‘Grave Dancer’ Sam Zell: ‘It’s
All about Supply and Demand’

Blackstone acquires trust in largest buyout - Business -
International Herald Tribune

By Andrew Ross Sorkin and Terry Pristin
Published:|Friday, October 20, 2006 |

Blackstone Group's $30 billion acquisition of Equity Office Properties  w TWITTER
Trust marks the largest leveraged buyout in history, and illustrates [ LINKEDIN
how private equity firms continue to gobble up corporate America. S PRINT



CMBS: A BOUNCE?

The BBB- CMBX
index has

T High on 04/15/15 96261 bounced since
Iﬁ;furaogneozfll/le T i the Feb 11 lows
alongside
basically
everything high
beta, but the
broader trend
remains cyclical

decline.

Tl MARKIT CMBX.NA.BBB-.8 - Last Price 82.281

Jan Feb  Mar Apr ' May T ‘ ‘ ' e CoNv Dec N ' Mar ‘ Apr

(BX3B-8 Curncy (MARKIT CMBX.NA.BEB-.8) Daily 01JAN2015-08APR2016 Copyright® 2016 Bloomberg Finance L.P. 07-Apr-2016 20:17:09
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THEMATIC INVESTMENT CONCLUSIONS

UNDERWEIGHT = BUILDERS & BLDG PRODUCTS

0 The homebuilders and building products companies face a bevy of headwinds over the
intermediate term ranging from weakening volume to labor cost pressures, seasonal headwinds

and inflated valuations, not to mention cyclical sensitivity in the even of a bigger downturn.
(Homebuilders: BZH, DHI, HOV, KBH, LEN, MDC, MTH, MHO, NVR, PHM, TMHC, TOL)
(Building Products: PGEM, MHK, AWI, USG, IBP)

LONGS = HOME IMPROVEMENT

9 Home Improvement is how you play a secular constraint in supply, as it should continue to
benefit from a tight new construction market.
(Home Improvement: HD, LOW)

LONGS = APARTMENT REITS
Apartment REITs are the utilities of the housing sector, and tend to fare relatively well vs the rest
of the complex in down periods.

(Apartment REITs: AlV, AVB, CPT, EQR, ESS, MAA, PPS, UDR)




1Q@16: HOUSING PERFORMANCE

HOUSING: SUBSECTOR PERFORMANCE YTD PERFORMANCE
HEDGEYE HOUSING ABSOLUTE REITS B u ||d|ng
b
5D IM M 6M YID BUILDING HOME REAL ESTATE MORTGAGE
INDEX Ticker n.:gh[ %Chz  %Che % Chr  %Che PRODUCTS RETs IMPROVEMENT TITLEINSURERS HOMEBUILDERS ~ SERVICES INSURERS PrOdUCtS and Home
S&P 500 SPX | 18% | 37% | 30% [ 63w | 15w | 10.0% 1 Im ro ement
V
HOMEBUILDERS 515 P
5&P Homebuilder Index SISHOME [ os% [ 38% | 01w | 43w | 40 | 5.5 1 re outperformed in 1Q16
Relative [ s | 02w | 20w | 105w | saw | - L18%
BUILDING PRODUCTS 00% - M — while Ml, Tl, and
S&P Building Products Index S15BUILX | 28% | 679 | 7% | 179% | s | 0.3% . . .
Relative | L.0% ‘ 3.0% | 4.1% | 11.6% | 1% | BU”derS |agged.
5.0% - 4.0% 4.7%
HOME IMPROVEMENT
S&P Home Improvement Index SSHOMI | 28% | sow | 27% | 13.0% | 18w |
Raswe [ 1o | 43 [0aW ] emw | o | 0% We missed the call on
REITs N8
Apartment REITS* REITUlndex | 22% | 64% | 40% | 7.8% | 2.6% | 5.0 - -13.0% BU”dlng PrOdUCtS bUt
Rlative [ oaw | 27% | osw | 15w [ 1awm |
RELATIVE our favored sector
REAL ESTATE SERVICES HAESALTE
Real Estate Services* RESRVCSUlndex| 39% | 43% | 27% [ 25% [ 42% | BUILDING HOME REALESTATE  MORTGAGE eXpOSUI’eS fOI’ 1Q
Relative [ 21% | 06w | 58w | 88w | 56w | PRODUCTS RETs  IMPROVEMENT TITLEINSURERS HOMEBUILDERS  SERVICES INSURERS
5.0% - : .
MORTGAGE INSURERS ”% fared well:
Mortgage Insurers® MI U Index | 3.4% ‘ 1.1% | 12.4% | 22.6% | 14.0% | J 1.1% 0%
Relative [ aew | 26w | 1sav | 280w | 155w | 0.0% - _— -
. ’
TITLE INSURERS . I Long: REIT’s & Home
Title Insurers® T1U Indsx [ s 200 | 53w | 09 | 5.05% -
Relative [ 33 09% | 1L6% | 24% | 5% 5.6% |m provement
| SUBSECTOR AVE Abs [ 01% | 0.6% | -1.9% | 10.% 1
Relative | 20% | 5% [ 34w | .
*“Equal Weighted Composites: REITS: 41V, 415, CPT, EOR, ESS, M44, PPS, UDR; RE Services: LG, RMAY; MI: 15.0% 4 Short‘ Tltle Insurers &
ESNT, MTG, NMIH, RDN'; TL: FNF, FAF, STC, BKFS 55% H
: Builders

Source: Bloomberg, HEDGETE 20,0 -

Data Source: Bloomberg, HEDGEYE 97



BUILDER VALUATION IN CONTEXT

20.0X -

15.0X -

10.0X -

5.0X -

0.0X

BUILDERS: Forward P/E, % of 5Y Max

Homebuilder
valuations are
currently sitting
at 80% of the
peak of their
trailing 5Y range.
They have +12%
upside to their
Aug 2015 peaks
and -17%
downside to
their Feb 2016
lows.

Data Source: Bloomberg, HEDGEYE



BUILDERS & BUILDING PRODUCTS

1YR Correlation Coefficients

Roughly half the
building products

correlates strongly

vulnerable to the
same weakening

PGEM MHEK AWI usaG 1BP| SWK SHW oC FBHS AMWD MAS
XHB 0.84 0.84 0.91 0.87 0.63 0.64 0.38 0.01 (0.06) {0.17) (0.15)
me 0.85 0.86 079 0.76 0.68 0.64 034 024 0.17 0.05 0.05
LEN 0.81 0.88 0.75 0.75 0.73 0.62 0.22 0.25 0.13 0.06 0.03
DHI 0.42 0.64 0.09 0.21 0.60 0.46 (0.22) 0.80 0.78 0.74 0.67
PHM 0.80 0.58 0.88 0.79 0.50 0.22 0.46 (0.18) (0.30) (0.43) (0.38) I
TOL 0.81 0.73 0.92 0.84 0.52 0.55 0.35 (0.09) (0.13) (0.26) [0.32) COI I Ip eX
HB Basket Avg 0.71 0.71 0.66 0.65 0.59 0.46 0.20 0.19 0.11 0.03 0.00
Avg R-val Housing 0.76 0.75 0.72 0.70 0.61 0.52 0.25 0.17 0.09 {0.00) {0.02)
.
S&P 500 0.63 0.50 0.70 0.52 0.18 071 0.74 (0.11) (0.08) (0.26) (0.16) Wl‘th ‘th e
XLF 0.73 0.67 0.83 0.71 0.38 0.78 0.57 (0.07) (0.11) (0.21) (0.21)
homebuilder
.
—_ AWI - TOL
universe,
370 $45
.
s40 ggesting it
suqggesting its
$35
$50
$30
$40 $25
)
2 drivers.
$15
$20
$10
310
$5
$0 %0
] b o ] ) o o o
LN N LY LS N LY LY ) Ny
o o & W o o o & o o o &»\
& g ‘° 3 3 & o N N o d

DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT



REITS VS RATES

*REITs vs Rates

20M-Present, Monthly

15%

&
1]
;]
8 10% *
— o ’
= *
& . .
8 5% ¢ ’, *
c . *
£ * e <& . .
E . > .
‘g * 4‘ *
L] 0% - T T R :
n::\ * e ”’ *
T v =-0.1233x- 0.0018
E ¢ * R®=0.2992
= -5% . * .
2 e,
®
& -10% * * *
-15% d
-0.80 -0.60 -0.40 -0.20 0.00 0.20 0.40

*REIT Index: Equal Weighted Composite
(Alv, AVB, CPT, EQR, ESS, MAA, PPS, UDR)

10Y TSY: MoM Chg

0.60

REITs are pretty
sensitive to rates
and our view is
that long rates
aren’t going
higher.

*Monthly returns plotted
reflect price only
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REITS LOOKS LIKE UTES

*REITs vs. Utes vs Rates REITs perform
20N1-Present, Monthly . q
very similarly to
utilities from a rate
——Linear (REIT Index vs 10Y TSY) Standeint.

Linear (XLU vs 10Y T5Y)

15%
+ REIT Index vs 10Y TSY

10% . L 4

.
5% - ’\&
.

0% -

y=-01233x-0.0018
R* =0.2992

Relative Monthly Performance, REITs/XLU less SPX
4
&
| ¢
b
L 2
<<
&
N 4
4
©
4

5% ® e 0% ek
L AP
o d
-10% ¢ . < *
b d

b d

-15% -
-0.80 -0.60 -0.40 -0.20 0.00 0.20 0.40 0.60
*REIT Index: Equal Weighted Composite 10Y TSY: MoM Chg

(AIV, AVB, CPT, EQR, ESS, MAA, PPS, UDR)
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HOMEBUILDERS NOT SO MUCH

*REITs/Utes/Builders vs Rates Homebuilders
20M-Present, Monthly
& REIT Index vs 10Y TSY & XLUvs 10Y TSY # SI5HOME vs 10Y TSY tend tO CO-
%: 15% —— Linear (REIT Index vs 10Y T5Y) Linear (XLU vs 10Y TSY) 1 —— Linear (S15HOME vs 10Y TSY) Integrate Wlth rate
s
g 10% . o L N trends, but they
9
7 o et o ot % don’t correlate
5 5% *o SRR SRR . well on a short or
X ¢ & 3 . .
K PR/ ‘oif ¢ | ST intermediate term
B * — — ¥ w-ooonz .
g 0% - - - - - - - basis.
c
A =
K -5% * * ¢ . o® ‘a8
& &
:E’: * .% 3‘/\
5 ¢ ¢
= . * 2 &
E -10% e * o * * N
3 &
@
[«
-15% :
-0.80 -0.60 -0.40 -0.20 0.00 0.20 0.40 0.60
*REIT Index: Equal Weighted Composite 10Y TSY: MoM Chg

(AIV, AVB, CPT, EQR, ESS, MAA, PPS, UDR)
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LONGER-TERM => STILL BULLISH



BACK TO BASELINE

Mean Reversion Potential: EHS, Starts & NHS vs. Avg Since 1998 Taking a step
back, here’s how
120% - Existing Home
102% :T;;Tzer;?:u?smpom Sales, Housing
o Starts and New
- 79% 79% Home Sales
compare with
60% - the averages
since 1998.
40% -
20%
0% -

Existing Home Sales Housing Starts New Home Sales

~ DATA SOURCE: NAR, CENSUS, HRM ©2015 HEDGEYE RISK MANAGEMEMNT
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ONWARD TO PEAK

Prior Peak Potential: EHS, Starts & NHS vs. Peak Since 1998

80% -
T4%

Existing Home Sales

DATA SOURCE: NAR, CEMSUS, HRM

mMost Recent Datapoint
wiast 12 Tlonths

46% 45%

70%
0% -
60% -
50% -
40% -
0% -
20% -
10% -
0% - .

Housing Starts

39%

New Home Sales

©2015 HEDGEYE RISK MAMAGEMENT

And here’s how
they compare
with the prior
peak since 1998.

For reference,
we chose 1998
because that’s
how far back
EHS goes and
we wanted to
show things on
an apples-to-
apples basis.
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DEMOGRAPHICS OF DEMAND

POPULATIONDISTRIBUTION & CLASSIFICATION The Millennial
wave has been

TotalPopulation = 880MM .
5,000,000 - | TTMEmpl Growth =+2.7% Tetal Population = 83MM We“ advert|sed
TTM Empl Growth = +0.6% Total Population = 6801 )
TT Emipl Growth = +3.3% but that doesn t
4,500,000 - . o e
diminish the
4,000,000 -| . .
o economic gravity
3,500,000 associated with
3,000,000 - It.
2,500,000 -
Generation Classification
| Silent: Born 1925-45; currently = 70-90 YOA
2,000,000 Boomer: Born 1946-64: currenthy = 51-69 YOA
Gen-X: Born 1965-84; currenthy = 31-50 YOA
1,500,000 - Millenial: Born 1985-04; currently =11-30 YOA
1,000,000 -
500,000 T B e e i e o o L L

35
40
45
50
55 |
60
65 |
70
75
80 |
85

AGE

Data source: Census Bureau, HRM 107



IMMIGRATION MATTERS & IT’S INFLECTING

IMMIGRATION'S IMPACT

a0 Forelgn Born Contribution to Total Population Growth

Mote: Gecause 2nd generation immigrants are
counted as native born [and immigrants tend to

have higher fertility rates] foreign born contribution
35% to population growth ls genarally understated

31.3%
30%
25%
15%
10%
1380 1980 2000 2010 1980-2010 Ave

Secular Support
Immigration has accounted for Y30% of total
population growth over the last three decades.

NET INTERNATIONAL MIGRATION

RtS MNET INTERNATIONAL MIGRATION (CPS Est)

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Cyclical Strengthening

Initial 2014 immigration estimates show a return to

1MM for the first time since 2007.

- 1,600,000

- 1,400,000

- 1,200,000

- 1,000,000

- 800,000

- 600,000

- 400,000

- 200,000
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THE DEMOGRAPHIC TURN HAS A LONG TAIL

Figure 6.

.
Foreign born

itare - .
;:::jlilnr::)rﬁgloaggtdz?::: 50 years. Data based on sample. For information on confidentiality protection, sampling error, re S I d e n ts a re

nonsampling error, and definitions, see www.census.gov/acs/www/)

Percent of women with a
birth in the past 12 months

Figure 10. Births per 1,000 women in the past 12 months who were unmarried O u n Ca r r
Household Type: 2010 Toul [ | 545 36.0 ’

(Percent distribution. Households are classified by nativity and region of birth of the householder. Data based on sample.

For information on confidentiality protection, sampling error, nonsampling error, and definitions, Naive | [515 38 o ope
see www.census.gov/acs/www/) h I h e r fe rtl I It
Family households ) Foreign born | |70 245
Male Female householder,
Married couple o wife present no husband present
Africa 873 165
Total 45.6 4.7 131 336 ra es a n a re
Asia ES 85
Native 476 43 128 353
Fareign born 55.2 7.1 146 231 Europe [ss0 &9 .
Northern America |S?.3 79 I I I O re I e y to e
Africa 47.8 7.8 15.2 29.2 Oceania ‘ 778 7.3
Asia 63.1 46 3.4 229 LatinAmedca ‘?5'0 4 m a rri ed a I I
Europe 523 29 5.2 aee lor EEES
Northern America 51.9 2.2 6.4 Figure 3. . .
Oceania 624 a0 06 Selected Age Groups and Median Age: 2010 C h a ra Cte r I Stl CS
Latin America S24 99 1os 1| (ercent distribution. Data based on sample. For information an confidentialty pratection, sampling error, nonsampling error,
and definitions, see www.cansus.gow/acs/www/)
Mexico 58.4 109 17.7 13 Median age .
Under 18 18 to 44 45 to 64 65 and over (vears)
| supportive o
Total 24.0 ’:lss.s ’:,25.4 ’:‘ 13.1 72 (IR |
South America 51.4 73 17.5 i
Caribbean 4.2 7.3 25.5 Native 26.5 345 25.8 13.2 35.9
Foreign born | |7.1 | [so_s | |m 2 12.4 Y O u S e O
Mote: Some percentages do not sum to 100.0 due ta rounding
Source: LS. Cansus Bureau, American Community Survey, 2010
.
| afdca [ |10.6 |54 |28.2 63 38.0 formatlon
.
asia [ 7.0 |47.6 328 427
Europe | 5.6 329 330 517
MNorthern America 7.3 30.7 Iiﬁ,w 5.3
Oceania | |7.8 [s1.7 [303 406
Latin America | |7.2 [s6.1 [28.1 39.0
Mexico | |79 61.2 226 7.2
Other Central America | 6.0 |62.4 |2s5.9 37.0
South America 7.2 |45.8 |33. 7 42.2
Caribbean | |5.8 |4u_2 J;s 7 6.7

Mote: Some percentages do not sum to 100.0 due to rounding.
Source: L1S. Census Bureau, American Community Survey, 2010




RENTAL DEMAND HAS PREDOMINATED

The formation of
U.S. HOUSEHOLD FORMATION

Cumulative Change in Households by Type, Post-Recession Period (3Q09-Present) re nte r h ouse h O | d S
7,000 - H Renter Households, Cumulative Post-Recession Change has drlven pOS|t|Ve
6,000 - W Owner Occupied, Cumulative Post-Recession Change m net HH format|on
as creation of
v owner occupied
000 households
3,000 - remains net
2,000 - negative in the
1,000 - post-recession
. period... at least
according the
{1,000} - 9
A Census Bureau’s
P g g g s s a s a3y oay HVS Survey.
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DRIVING EXCESS RENTAL SUPPLY NEGATIVE

RENTAL VACANCY RATE

12.0 4

Q3-2009,11.1

COo0ddooooodddOooOoOooddoOooOdooddooOodooddOooodooddoOoodooddooodooaodd

RENTAL VACANCY

After peaking at 11.1% in 3Q09, the Rental Vacancy
Rate stood at 6.8% in 1Q15 according to Census
Data.

Vacant housing over/undersupply Efffggdie

Surplus/Shortage of Vacant Homes
(Numbers in Millions)

1.9
mFor-Rent Inventory (Milllions)

EFor-Sale Inventory (Millions)
14

0.9 4

0.4

T LI

-0.1

-0.6 -
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Source: Freddie Mac calculations using U.S. Census Bureau data. Negative values reflect shortage or undersupply relative to the historical benchmark. The
overfundersupply of vacant housing was estimated based on the average vacancy rate from 1994Q1 to 2003Q4. 2015 data as of June 30, 2015

SHORTAGE IN FOR-RENT INVENTORY

For-Rent inventory remains in deficit to the tune of
~0.5mm units relative to historical (non-bubble)
averages.

-0.5

111



RENTAL COST PRESSURE HAS BEEN REAL

Household income

HOUSEHOLD INCOME & RENT COST INFLATION growth has been
Indexedto (2007) Pre-Recession Peak . .
125 ( ) negative on a real basis
=4¢=Nominal Median HH Income (Census Bureau) acCross a” the prlmary
—O—NominaIMedi.anHHlnct.)me(BLS,CPSMontthSunrey) survey’s for mOSt Of the
120 =——CPI: Rent of Primary Residence L. i
post-crisis period and
rental cost inflation
115 1 Rent Inflation

continues to grow at a
premium to nominal

+ /- Income Growth
= | Capacity for Other Discretionary Consumption

110 wages.
*Rent of Shelter carries
105 a “32% weight in the
CPI Index with Owners
100 Equivalent Rent (OER)
carrying a “24% weight
in the basket .
95

2007 2008 2009 2010 201 2012 2013 2014 2015

Data source: Bloomberg, BLS, Census Bureau, Sentier



THE BURDEN VS THE BASEMENT

RENTER COST BURDEN* L.
% of Renter Households with Moderate & Severe cost Burdens 32% % of Young Adults LIVIng At Home

”
M HH Income < $75K, Moderate +Severe Cost Burden B HH Income < $45K, Moderate +Severe Cost Burden 36 -
31.5%
7509 * CHART DETAIL: == of 18-34 Year OldsLiving With Parents
Moderate Cost Burden: Housing Cost =30-50% of HH Income 31% -
: Housing Cost = >50% of HH Income
2013: 44% and 48% of Renter Househalds made <$45K and < $75K,
respectively
T0% 30% -
29%
65%
28%
60%
27% -
55%
26% -
50% o
2002 2008 2012 2012 25%

mmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmm

RENTER COST BURDENS BASEMENT DWELLING HAS PEAKED

As of 2013, Y41% of Households making < $45K paid Rising Incomes and the maturation of the
more than 50% of income towards housing costs employment recovery for 20-34 year olds should
while over 70% of households paid more than 30% drive an ongoing recover in headship rates from
of income towards rent. here.
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INCOME GROWTH IS ACCELERATING

Accelerating
AGGREGATE SALARY & WAGE INCOME
employment
—— Salary & Wage Income (Private + Gov't), YoY%

6.0% —o— Salary & Wage Income, 2Y Ave 6.00% grOWth and
positive mix have
supported
acceleration in
salary & wage
growth and
aggregate
income.

5.0%

4.0%

3.0%

2.0% | __-

1.0%

0.0%
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RENTAL AFFORDABILITY ', OWNERSHIP

US HOUSEHOLD FORMATION

@BRecession Dates = Owner Occupied =——Renter Occupied =——Ratio of Median Mortgage Payment to Median Rent H IStorlca I Iy’
THE CYCLE: Rental affordability --> Rental Demand —> Rental Affordability —> Owner Demand deC“neS N rental
3,000 | - 80% affordability have
2600 - ‘I' s |8 driven households
t |4
F100% & |&
B 2000 - £l towards home
=] =
£ < | E .
5 ra0 (“ iz ownership
o Fr120% £ [ o
T 5|8
3 1,DDD 7 I @ &
= = =
[
o . f -
% 500 / ‘ - 140% £ | T
£ HF
= 0 AYA a i\ 1 A > =2
(o] o %
£ v - 160% & | w
2 -500 - 2 E
> gz
(7]
£ o0 180% 5 [N
E i
1,500 - = | ¥
-2,000 - L 200% I
2 2 3 8 3 F 888 3888288832 -0 0=
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ELECTION CYCLE: GROUNDHOG DAY



DEEP SIMPLICITY = UNDERPINNING

THE ELECTION CYCLE:
A POLITICO-BEHAVIORAL PHENOMENON

PROMISE THE WORLD

— HONEYMOON/DO NO HARM — UNLEASH HELL :> COMPING THE COMP
Year 4 (Election Year) Year 1 Year 3




HOUSING: ELECTION YR 4 + YEAR1=1

Housin
HOUSING: LAST 6 ELECTION CYCLES PERFORMANCE ANALYSIS ‘ . h
AVERAGE ABSOLUTE RETURNS (1991-2014) perrormance nhas
0% | followed a distinct,
0% - o o e YR 4 fediop vear recurrent pattern
60% - oo e oorf 60 oo over the last 6

election cycles.

50% -

40% -

Absolute
performance is
consistently (very)
strong in Election
Years and Year 1.

30% -

20% -

10% -

0% -

10% -

YR1 YR2 YR 3 YR 4 (Election Year)

mAvg ®mMed =StdDev
DATA SOURCE: FACTSET ©2015 HEDGEYE RISK MANAGEMEMT
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ABSOLUTE + RELATIVE PERFORMANCE

HOUSING: LAST 6 ELECTION CYCLES PERFORMANCE ANALYSIS It's not just beta —

AVERAGE RELATIVE RETURNS VS S&P 500 (1991-2014) Housing
80% 1 outperforms
TS - s o o e meaningfully on a
0% | e o Wl — 2004 relative basis in
e 1557 1508 150 | years 4 and 1 as
0% - 1993 1994 1991 1992 well.

30% - 29%

23% 22%
20%

10% -

1%

0% -

A0% T

-10%

20% -
YR1 YR2 YR3 YR 4 (Election Year)

mAvg ®Med =mStdDev

DATA SOURCE: FACTSET ©2015 HEDGEYE RISK MAMAGEMENT
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CYCLE BY CYCLE

Here’s a look at

Price Y/¥ Change in Price (%) - Absolute Relative Performance vs S&P 500
S&P 500 XHB ITB Builder Index S&P 500 XHB ITB Builder Index XHB ITB Builder Index] Housing Stock

12/31/1990 +2 330.22 na na 61.15
12/31/1991 +3 417.09 na na 102.70 26.3% 67.9% 41.6%
12/31/1992 Election Year 435.71 na na 130.73 4.5% 27.3% 22.8% pe rfo rm a n Ce by
12/31/1993 +1 466.45 na na 155.10 7.1% 18.6% 11.6%
12/31/1994 +2 459.27 na na 100.00 -1.5% -35.5% -34.0% 1 1 9 9 O
12/31/1995 +3 515.93 na na 137.19 34.1% 37.2% 3.1% ye a r S I n Ce ¢
12/31/1996 Election Year 740.74 na na 138.49 20.3% 0.9% -19.3% .
12/31/1997 +1 970.43 na na 218.93 31.0% 58.1% 27.1% E I e Ctl O n ye a rS a re
12/31/1998 +2 1,229.23 na na 264.71 26.7% 20.9% -5.8% .
12/31/1999 +3 1,469.25 na na 176.72 19.5% -33.2% -52.8% bo rdered W|‘th ‘the
12/31/2000 Election Year 1,320.28 na na 274.75 -10.1% 55.5% 65.6%)|
12/31/2001 +1 1,148.08 na na 348.96 -13.0% 27.0% 40.1%
12/31/2002 +2 879.82 na na 345.46 -23.4% -1.0% 22.4% ave ra g es at th e
12/31/2003 +3 1,111.92 na na 681.10 26.4% 57.2% 70.8%
12/31/2004 Election Year 1,211.92 na na 905.03 9.0% 32.0% 23.9%| b Otto m Of th e
12/31/2005 +1 1,248.29 na na 1,138.92 3.0% 25.8% 22.8%
12/31/2006 +2 1,418.30 37.39 42.37 500.98 13.6% -20.9% -34.5% ta b I e
12/31/2007 +3 1,468.36 19.35 17.63 363.61 3.5% -48.2% -58.4% -59.6% -51.8% -61.9% -63.2% *
12/31/2008 Election Year 903.25 11.98 9.81 217.14 -38.5% -38.1% -41.4% -40.3% 0.4% -5.9% -1.8%
12/31/2009 +1 1,115.10 15.11 12.01 254.48 23.5% 26.1% 22.4% 17.2% 2.7% -1.0% -6.3%
12/31/2010 +2 1,257.64 17.39 13.18 267.89 12.8% 15.1% 9.7% 5.3% 2.3% -3.0% -7.5%
12/31/2011 +3 1,257.60 17.10 11.88 265.74 0.0% -1.7% -9.9% -0.8% -1.7% -9.9% -0.8%
12/31/2012 Election Year 1,426.19 26.60 21.16 539.02 13.4% 55.6% 78.1% 102.8% 42.1% 64.7% 89.4%!|
12/31/2013 +1 1,848.36 33.30 24.82 587.06 29.6% 25.2% 17.3% 8.9% -4.4% -12.3% -20.7%
12/31/2014 +2 2,058.90 34.12 25.88 648.92 11.4% 2.5% 4.3% 10.5% -8.9% -7.1% -0.9%
Averages: Election Year -0.2% 8.7% 16.9% 29.9% 21.3% 20.4% 30.1%)

+1 13.5% 25.7% 19.9% 25.9% -0.9% -6.7% 12.4%

+2 6.6% 8.8% 7.0% -3.5% -3.3% -5.1% -10.0%

+3 13.9% -13.7% -17.1% 11.8% -10.7% -14.1% -2.1%
Averages: All Years 9.5% 4.6% 2.4% 17.6% -2.4% -4.6% 8.1%

Source: Factset




MORTGAGE MARKET EXPANSION?



35MM NEW SCOREABLE CONSUMERS

316 million

Aggregate US
Population

\4 VantageScore

Data source: VantageScore

227 million

Credit Eligible
Universe

“Credit Invisible”

30-35mm new-
scoring consumers

Conventionally
Scoreable

220 million

Scoreable w/
VantageScore 3.0

VantageScore Solutions, LLC © 2015

VantageScore3.0
scores 98% of
consumers with
credit files — credit
scoring innovation
capable of scoring
35mn more
individuals than
legacy models

VantageScore3.0

is on the 2015
GSE scorecard.
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7.6MM > CURRENT HUD & GSE CUTOFFS

. Of the 35mn
=New-Scoring newly scoreable
As of December, 2014 New Scoring Consumers by Score
2 | 500 — 580 : 21 million consumers, 76mn
580 — 620 : 6 million score above 620,

620 — 850 : 7.6 million .
making them

eligible for
mortgage
financing based
on current HUD
and GSE cutoffs.

=
o
L

Millions of Consumers
[
)

0

P N&Q & »,e"Q' ,\’,"9 & ;;9 X Ve."-Q vép N’é’ xé?' P U «*’Q N’:\@ ,;b@ ,\,%"‘) ,\,%“")
%‘9'@'&“&"’@&e}‘@a‘b@c&"@‘é’e'\°'\“'*\"‘*\’°'\“’$‘°#

a VantageSCO re VantageScore Solutions, LLC © 2015 11

Data source: VantageScore 123



500K-1.0MN NEW BORROWERS

VantageScore’s
an e waterfall analysis
1 7,589,899 Increase in population of consumers with a score of 620 or above
2 +195 Number of adults in the average household attem pts to fra me
3 xB65% Estimated preference to own (rather than rent) the |Ower bOU nd
s x20% Assume 1 in 5 meet income, down payment, and other requirements of the proba ble
5 +7 Average life of a mortgage loan (they don't pile in all at once...) ra nge in tel‘mS Of
8 =72,285 Increase, number of creditworthy households served everyyear .
7 x$175,000 Average principal balance Im paCt on
s =%$12 65 billion Increase in annual loan volume househOId
s 2.50% Average gain on sale margin formation_ Sh|ft|ng
1 =$316_3million Annual mortgage banking industry revenues -to more moderate
u 0.75% Up-front fees: 75bps loan level adjustment .
12 2.40% Presentvalue of 60bps guarantee fees assumptlons ta kes
13 (1.00%) Present value of 25bps credit losses the annual
11 =$272 million Annual GSE revenues, net of credit losses | NCrease | n
\4 VantageScore VotagescoreSoluions,LLC 0 2015 households up to

~340k/yr.

Data source: VantageScore 124



STUDENT LOAN HEADWINDS

Student loan
debt is a major
headwind to the
recovery of
housing. Much of
what sounds like
media hyperbole
is, in fact, real.




STUDENT DEBT: STRUCTURAL OVERHANG

The meteoric

Government-held Loans (Student Loans, $M)

1,000,000 100% ascent in student
300,000 debt will remain a
‘ P $869,865
(' President Obama eliminated the FFELP program, in favor of | _ 80% H
800.000 the FDLP program, shortly after taking office in 2008. As i Secu Iar ConStra I nt

such, all future loans were held directly on the government's
balance sheet. In the last six years, federal student loans s 1
700.000 have grown by ~$740 billion dollars. N

to a sustained
acceleration in

60%

purchase demand,
500,000 [, pa rticularly for 1st
400,000 - 125?.0& tlme buyeI‘S
300,000 0%
200,000
-20%

100,000

0 -40%

R T g g g g gt
P R R R e e e e T T T

Source: Federal Reserve
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STUDENT DEBT: STRUCTURAL OVERHANG

Total student loan balances by age group Between 2004
increasing across all age groups and 2012’ total US
Billions of Dollars student loans
1,000 — almost tripled,
500 . 2% growing from
800 $364 billion to
700 1 $966 billion. This

600

works out to a
500 Bl I 33% “4% CAGR over 8
400
- P years. Currently,

i
300 . . l total student loan

200 .
33% debt stands at
100 A .
$1.32 trillion and is
0 . .
2004 2005 2006 2007 2008 2009 2010 2011 2012 St||| grOWII’]g at a

under 30 m30-39 =40-49 m50-59 m60+

H (o)
Source: FRBNY Consumer Credit Panel / Equifax mi d te ens /) ra te :
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STUDENT DEBT = $1.32T

Student loan debt
was the only major

PERI-CRISIS EVOLUTION OF HOUSEHOLD DEBT

oom m Student Debt Consumer Debt (ex Student Loans]  m Mortgaage Debt Credit Category to
record positive
| m Student Loan Debt Student Loan Debt . .
$16,000 N S— S— ﬂ growth in the peri-
414,000 - Consumer Debt Consumer Debt 1997 Crisis perlod and
2 ctzoom | chom -2 now sits above
5 credit card debt as
= $10,000 -
3 T the second largest
a Mortgage Debt Mortgage Debt
8 $a000 — e— category of
= +0.5% CAGR:-
5 000 | household debt.
$4,000 -
$2,000 -
$0
2006 2010 2014
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STUDENT DEBT: JUGGERNAUT

Non-mortgage balances The 2004-2012
Billions of Dollars Billions of Dollars near tri p | in g in
1000 : 1000
900 —HELOC Auto Loan —Student Loan —Credit Card 900 Stu d e n-t I oans
- - comes from both a
600 600 70% increase in
500 500
w00 w00 borrowers
300 300 (23mn = 39mn)
200 200
100 100 and a 70%
S N N I increase in
Source: FRBNY Consumer Credit Panel / Equifax . ave r a g e | O a n
Number of borrowers Average balance per borrower
I L5 — balances
2 5 | 1 ($15k > $25k).
z :
= 30 % o //
25 H
/ =17
20 - 5 / . .
SEFF TSSO S S
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STUDENT DEBT: STRUCTURAL OVERHANG

Distribution of Student Debt Distribution of Student Debt .
balance, 4Q:2005 balance, 4Q:2012 While student

loans have
become more
common, there is

still a lot of
variation. 40% of
m1-10K m1-10K
borrowers owe
- - less than $10k,
oo 150K - oorroo while 70% of
150K-200K 150K-200K
200K+ 200K borrowers owe

less than $25k.
On the other end,
just 12-13% owe
$50k or more.

Source: FRBNY Consumer Credit Panel / Equifax
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STUDENT DEBT: STRUCTURAL OVERHANG

The delinquency
rates on student
loans are mind-

Delinquency rates higher among borrowers in repayment

Share of borrowers 90+ days Share of borrowers in repayment .
delinquent 90+ days delinquent boggllng. 17% of
o o borrowers are
3% 3% over 90 days late,
30% 30%

but if you exclude

25% 25%  m the 44% of

20% 20% borrowers not in
15% - 1% - repayment, the
10% 10% actual DQ rate

5% l ' - 5% : jumps to over

0% - . 0% 30%, and 35% for

age<30 age 30-49 age 50+ all ages age<30 age 30-49 age 50+ all ages

m2004 2008 =2012 m2004 W2008 ®2012 those under 30
Source: FRBNY Consumer Credit Panel / Equifax y ears o | d
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STUDENT DEBT: STRUCTURAL OVERHANG

Non-student debt 90+ days delinquent, age 25-30, 12:Q4 Not surprisingly, if
a borrower is 90+

40% DQ on a student
35% loan, they’re very
30% likely to be
25% delinquent on
20% — other types of
15% - loans as well.
10%
== .

no student debt current student debt 90+ delinquent student debt

m auto loans mcredit card mortgage

Source: FRBNY Consumer Credit Panel / Equifax

132



STUDENT DEBT: STRUCTURAL OVERHANG

Non-student debt declined for all borrowers age 25-30 For all these
Decline particularly pronounced for borrowers with larger student debt reasons (h|gher %
Average non-student loan balances, age 25-30 of borrowers with
$60,000 mauto credit card mmortgage m heloc other 860,000 balances, hlgher
$50,000 - $50,000 balances per
$40,000 - - $40.000 bOI’I’OWGI’, higher
DQ rates and
$30,000 $30,000 .
stricter
$20,000 [ $20.000 underwriting
$10,000 - -+ $10,000 rules), there has
50 $0 been an
8 & 8§ & 5 & % g8 8|8 § 8 ¢ ;
R z2lg %38 enormous decline
» & 85 & 8 8 5 in mortgage loans
2005 Student Debt Balance ‘ ‘ 2012 Student Debt Balance among those 25_

Source: FRBNY Consumer Credit Panel / Equifax 3 O ye ars o I d .
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STRUCTURAL IMPEDIMENT: STUDENT LOAN DEBT

Prior to the

Proportion of Borrowers with Home-Secured Debt at Age 30 recession, those
Percent with student loans
a8 | were more likely
o | to be
32 | ' | homeowners by
30 - i ~3% vs those
286 without student
2% loans. Today,
i they’re less likely
55 by “1%. Student
o | loans have
= T » = ww | created a “400

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 bps drag on the
Source: Federal Reserve Bank of New York Consumer Credit Panel /Equifax. homeownership

rate.
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STUDENT DEBT: STRUCTURAL OVERHANG

One troubling

Declining relative credit scores of student borrowers aspect of the
student loan
Average Equifax risk scores at 25 and 30 dyna mic is that it
660 660 . .
is preventing the
655 —Age 25, student loan 22-25 Age 30, student loan 27-30 856 . .
o560 ——Age 25, no student loan 22-25 Age 30, no student loan 27-30 650 upwa rd mlgratlon
45 o in credit scores,
40 640 on average, that
es8 s are the norm for
= e those without
= m student loans. It is
620 620
e » this upward
o0 o migration that

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

enables home
ownership.

Source: FRBNY Consumer Credit Panel / Equifax
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2. RATES RISK



MORTGAGE RATES VS HOME SALES

Mortgage Rates vs. Home Sales

Periods of significant, expedited Rate Increases =—=Mortgage Rates

= Existing Single-Family Home Sales

12.0 4 7.0
Oct 1998 - May 2000 (19 mo.)
Rates: : +180bps in 19 months (9.5bps/mo)
110 - Sales: Declined from 4.87 to 4.57 (-6%) 6.5
10.0 6.0
Deac2012 - Sept 2013 (10 mo.)
9.0 . P e
° E Rates: : +118bps in 10 months (12bps/mo)
g - Sales: Increased from4.32 to 4.58 (+6%)
w 8.0 - - 5.0
o
&
¥ 70 - - * - 45
by
e
=]
= 6.0 - S L 4.0
- %
5 X
5]
5.0 - 3.5
4.0 - 3.0
Oct1993 -Dec 1994 (14 mo.)
3.0 Rates: : +237bps in 14 months (17bps/mo) r 2.3
Sales: Declined from 3.87 to 3.13 (-19%)
20 —~+—~V——v—7r—r T rr T T r T rrrrrrrr—Trrrrrrr T T T rrrrrrrrrrrrrrrr— 20
8855755553388825555388855000235845255888839330800334
BeD BD B Db Dk DD 5D 5D DD =D D D D D DD D D Dk Dk D D D
morMoOMoORMORNORMORNORNOROROROMORMORORORORORORMOROROROROROROR
EZEZ EE EZ E I EZ E Z EZ R Z EZ E 2 E 2 E 2 E 2 E 2 EE EZ E ZEZEEZEZEZEZEZEZE

Data Source: Bloomberg, NAR, HRM

SF Existing Home Sales, SAAR {000's)

Mortgage rates
rose by an
average of 180
bps over an
average of 14
months in the 3
historical periods
of rapid rate rise.
In the current
instance,
mortgage rates
have not moved

(yet).
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MORTGAGE RATES VS HPI

Mortgage Rates vs. Home Price Growth

Periods of significant, expedited Rate Increases —Mortgage Rates = Corelogic HPI, YoY%
12.0 r
11.0
10.0
9.0
R
E:‘ L
w 8.0
('3
@ -
o 7.0 k: oLk -
- ™ .n
o
=]
2 6.0 -
- L
=]
o0
5.0 LIRIE
Historical e pisodes of expedited back up in mortgage rates have L
had a modestimpact on HPI with the rate of increase in home
4.0 1 prices largely moving sideways during the corresponding period.
3.0
2.0 e o e e A s B e e e e e o e L s B e e B e e e N e s e s B e B e e
e E e IE R85 5828888585938 32888855888233000NAR3ZY
oGl Ghab Ll Ll Ll Ll Ll Ll Ll Ll b L L L e L L L L e L Ll L el L L L
U du v iluuviluvioviviiviviviiviv i Oou Ov OV OV Oov ow Ov v ov ov v v O
2040904090404 020402090404000490C00020C09020C020C000=

20%

15%

10%

5%

0%

-3%

-10%

- =13%

-20%

Home Price Growth, YoY%

Historically, Home
Prices have
stabilized from a
rate of change
perspective during
periods of
expedited rate
increase.

Data Source: Bloomberg, BankRate, CoreLogic, HRM



THREE CASE STUDIES IN RISING RATES

0 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.

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%.

9 OCTOBER 1998 - MAY 2000

DECEMBER 2012 - SEPTEMBER 2013

e 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%.

139



WHAT IF THE FED TIGHTENS?

In the last period
of Fed tightening,

POLICY NORMALIZATION: A NON-CATALYST FOR THE LONG END?

——Fed Funds Rate (lower bound) 30Y Fixed Mortgage Rate —US10Y Yield

9.00 - the Fed raised

800 . rates 25 bps every

oo meeting for 17
straight meetings.

o The mortgage

500 1 fPyAd\, rate, however,

400 | " essentially went

200 sideways during
this period.

2.00

1.00

S & 9 s P s s s s e s A s s e

& & ¢ ¢ F
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HOMEBUILDERS

Start End Mo  Stat End Change Start End Change Delta Direction T-6 T+12 T-6 T0 T+3 T+6 T+12
6/30/2004 6/29/2006 24  1.00 5.25 4.25 462 520 0.58 (3.67) Much Flatter 4% -11% 0% 0% 14% 53% 86% 1% -12% -2% 0% 16% 32% 82%
£/30/1999 5/16/2000 11 475 6.50 175 581 6.43 0.62 (113)  Flatter 7% 13% 2% 0% -17% -19% -12% -19% 7% -4% 0% -10% -25% -17%
2/4/1934 2/1/1995 12 3.00 6.00 300 594 7.66 172 (1.28)  Flatter 2% 17% 3% 0% -18% -28% -39%  17% 15% 3% 0% -14% -26% -40%
3/29/1988 2/24/1983 11 650 9.75 3.25 8.56 9.8 0.82 (2.43) MuchFlatter -28% 13% -6% 0% 5% -6% 6% -7% 8% -5% 0% 1% -10% -7%
12/16/1986 9/4/1987 9 5.8 7.25 137 712 930 2.18 0.81 MuchSteeper  -4% 21% 1% 0% 52% 20% -39%  -6% 14% -1% 0% 36% -1% -38%

5/2/1983 8/21/1984 16  8.50 1175 325 1026 12.62 2.36 (0.89) NearParallel  60% 22% 13% 0% -13% -29% -47% 47% 8% 7% 0% -13% -30% -46%
Average: 14 2.81 1.38 (1.43) 8% 13% 2% 0% 4% -4% -7% 5% 7% 0% 0% 3% -10% -11%
Median: 11 3.13 1.27 (1.21) 0% 15% 1% 0% -4% -13% -25% -3% 8% -1% 0% -4% -17% -28%
Source: Factset

10Yr Tsy Move (x) Vs. Homehuilder Relative Price Performance (y) Fed Funds Chg (x) Vs. Homebuilder Relative Price Performance (y)
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase

0% . , . . . 0% . . : ‘ : ‘ ‘

] 050 EREEEER0 1.50 2.00 2.50 - 0.50 1.00 150 2.00 2.50 EX ©/29/1985 ]

o ’- 5] ?
-10% - -10% -
6/30/1999 6/30/1999
-13% 1 ) -15% - )
-20% - = -0.1996x + 0.009 "20% 1
-25% - -25% 1 y=.0.0011x - 0.2955
a0% | -30% - R2 = 4E-05
- . -35% - 12/16/1986
35% * 2/a/1994
-40% -30% - m
-45% -45% - .
-50% - -50% -
DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT || DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT

Not surprisingly,
homebuilders hate
rate hikes, and the
strong negative
slope (RSQ 0.85)
to increases in the
10Yr Tsy show just
how sensitive they
are. The good
news is that small
increases in rates
have historically
produced small
decreases in
share prices.
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BUILDING PRODUCTS

Rate Hike Cycle Fed Funds 10YR Tsy The Curve? Building Products / Absolute Performance Building Products / Relative Performance B u i I d i n g p rOd u Cts
Start End Mo  Start End Change Start End Change Delta Direction T6 T3 T1 T-0 T+ T+6 T+12 T6 T3 T1 T0 T+ T+ T+12
6/30/2004 6/29/2006 24 100 5.2 435 462 520 0.58 (3.67) MuchFlatter  12% -1% 8% 0% 6% 37% 28% 9% -2% 6% 0% 9% 32% 24% i
6/30/1999 5/16/2000 11 475 6.50 175 581 643 0.62 (1.13)  Flatter A% 7% -2% 0% -21% -20% -32% -12% 1% -7% (% -14% -26% -37% com pa nies
2/4/1994 2/1/1%95 12 3.00 6.0 .00 594 766 172 (1.28)  Flatter 33% 16% 7% 0% -9% -18% -20% 29% 14% 6% 0% -6% -17% -22% .
3/29/1988 2/24/1989 11 650 9.75 3.25 856 9.8 0.82 (2.43) MuchFlatter -21% 16% 4% 0% 5% -16% -9% 0% 11% 5% 0% 2% -20% -21% consi Ste ntly
12/16/1986 9/4/1987 9 583 7.25 137 712 9.30 2.18 0.81 MuchSteeper  -3% 12% 1% 0% 20% 13% -20% -6% 4% -1% 0% 5% -8% -19%
5/2/1983 8/21/1584 16 850 1L75 325 1026 1262 236 (0.89) Nearparallel  24% 22% -3% 0% 9% -7% -6% 11% 9% -9% 0% -10% -8% -6% un d e rpe rfo rm
Average: 14 2.81 1.38 (1.43) 7% 12% 2% 0% -1% -2% -10% 5% 6% 0% 0% -2% -8% -14%
Median: 11 3.13 1.27 (1.21) 6% 14% 3% 0% 2% -12% -14% 5% 6% 2% 0% 2% -12% -20% Wh en rates rlse
Source: Factset
10Yr Tsy Move (x) Vs. Bldg Prodlju:‘ts Relative Price Performance (y) Fed Funds Chg (x) Vs. Bldg Products Relative Price Performance (y) 'J u St | | ke
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase h ome b u i I d ers
0% . . . . : 0% T T T T T T )
] 0.50 1.00 150 2.00 mjo o 0.50 1.00 150 2.00 250 X 5/2/1982 B Howeve I, the
-5% - - 8 .
10% | 10% | slope is positive,
5% 5% which makes no
) 2/a7 3/29/1988 .
0% - ) 20% - sense. We take it
-25% - -25% -
y=01131x-0.3848 y=0.0656x -08762 on face value that
R?=0.6508 R?=0.2836
30% - -30% - h ,
there’s an adverse
-35% - -35%
) o relationship here,
-80% - -80% -
’ g
DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT || DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT but th at S a bo ut It.
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TITLE INSURANCE

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 T1 T0 T+43 T+ T+12 T6 T2 T1 T-0 T+3 T+ T+12
6/30/2004 6/29/2006 24 1.00 5.25 4.25 4.62 5.20 0.58 (3.67) Much Flatter -17% -16% -1% 0% 15% 24% 24% -20% -16% 3% 0% 18% 18% 20%
6/30/1999 5/16/2000 11 4,75 6.50 1.75 581 643 0.62 {1.13) Flatter -27% 27% 9% 0% -24% -33% -37% -39% 21% 3% 0% -18% -40% -42%
2/4/1994 2/1/1935 12 3.00 6.00 3.00 594 T.66 1.72 (1.28) Flatter 15% 3% -3% 0% -2% -15% -17% 10% 1% -3% 0% 2% -13% -19%
3/29/1988 2/24/1989 11 6.50 9.75 3.25 8.56 9.38 0.82 (2.43) Much Flatter -10% 16% 10% 0% 0% 1% 6% 11% 11% 11% 0% -3% -3% -6%
12/16/1986 9/4/1987 9 5.88 7.25 1.37 712 9.30 2,18 0.81 MuchSteeper -22% 4% -12% 0% 16% 0% -25% -25% -4% -14% 0% 1% -21% -24%
5/2/1983 8/21/1984 16 850 11.75 3.25 10.26 12.62 2.36 (0.89) Near Parallel 82% 58% 37% 0% 6% 0% -20% 68% 44% 32% 0% 6% 0% -20%
Average: 14 281 1.38 (1.43) 3% 15% T 0% 2% -4% -11% 1% 9% 4% 0% 1% -10% -15%
Median: 11 3.13 1.27 (1.21) 4% 10% 4% 0% 3% 0% -18% 5% 6% 0% 0% 1% -8% -19%
Source: Factset
10Yr Tsy Move (x) Vs. Title Insurance Relative Price Performance (y) Fed Funds Chg (x) Vs. Title Insurance Relative Price Performance (y)
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase
0% . . . . : 0% T T T T T T 1
. 050 BEETFEEEO 1.50 2.00 2.50 55 0.50 1.00 1.50 2.00 2.50 kX /29/198: 1]
% () ) ()
-10% - -10%
-15% - 2/a/1994 -15% y = 0.0998x - 0.473
2 =
-20% - (] -20% 12/16/1986 R?= 0.4887
.25% - -25% .
-30% - -30%
-35% - -35%
y=0.033x - 0.272
6/30/1999 2= 6/30/1999
P R?= 00413 a0 ?
-45% - -85%
DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT || DATA SOURCE: FACTSET ©2016 HEDGEYE RISK MANAGEMENT

Title insurers also
underperform
amid rising rates,
but like building
products
companies they
do so in a non-
linear, low-RSQ
way.
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HOME IMPROVEMENT CHAINS

Start End M Start End Change Start End Change Delta  Direction T6 T3 T1 T0 T+3 T+ T+12 T6 T3 T1 T0 T+ T+ T+12 Home
6/30/2004 6/29/2006 24  1.00 525 425 46 520 058 (3.67) MuchFlatter  -1% -5% -2% 0% 6% 14% 11%  -4% 6% -4% 0% % 8% 6%
6/30/1399 5/16/2000 11 475 650 175 581 643 062 (113)  Flatter 8% -1% 12% 0% -8% 28% -8% 4% 8% 6% 0% -1% 22% -13% | p roveme nt
2/4/1934 2/1/1995 12 3.00 600  3.00 534 766 172 (128)  Flatter 1% 9% 0% 0% 19% 16% 29%  16% 7% -1% 0% 23% 18% 27%

3/29/1988 2/24/1983 11  6.50 9.7 325 856 938 082 (243) MuchFlatter  -10% 21% 5% 0% 12% 9% 33% 1% 16% 5% 0% % 5% A% h a | NS a |SO te N d
12/16/1986 9/4/1987 9 588 7.25 137 712 930 218 0.81 MuchSteeper -13% 12% 4% 0% 22% 4% 5% -16% 4% 2% 0% 7% 21% 6%

5/2/1983 8/21/1984 16  8.50 11.75 325 1026 12.62  2.36 (0.89) NearPerallel  75% 26% 13% 0% 30% 3% -8% _61% 13% 7% 0% 30% 2% -8% .t 0O p erform
Average: 14 281 138 (1.43) 13% 10% 5% 0% 14% 19% 10% 1% 4% 3% 0% 13% 13% 7%
Median: 1 3.13 127 (1.21) 4% 1% 4% 0% 15% 15% 8% 3% 6% 4% 0% o% 13% 6% .
Source: Factset reSpeCtably durlng

10Yr Tsy Move (x) Vs. Home Improve. Relative Price Performance (y) Fed Funds Chg (x) Vs. Home Improve. Relative Price Performance [y) h |g h er rate
12 Months After First Fed Rate Increase 12 Months After First Fed Rate Increase

30% - 30% perlOdS.

]
25% 1 25% 1 3/29/1988
20% - [ 20% - [

i | 15% - y = 0.0794x - 0.1337

R?=0.1689
10% - 12/16/1986 10% - 12/16/1986
5% - 0 5% - (<]

0% T T T : . 0% T T T T T T ]
- - 0.50 1.00 1.50 2.00 2.50 3.0m 50
5% 0.50 1.00 1.50 2.00 mjb =% | 5/2/1983

Q R?=0.0002 o

-15% - -15% -

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

Rate Hike Cycle Fed Funds 10YR Tsy The Curve? Apartment REITs / Absolute Performance Apartment REITs / Relative Performance
Start End Mo  Start End Change Start End Change Delta Direction T6 T3 T1 T-0 T+ T+ T+12 T6 T3 T1 T0 TH T+ T+12
6/30/2004 6/29/2006 24 .00 525 4,25 4.62 520 0.58 (3.67) Much Flatter 1% 1% 2% 0% 3% 19% 24% 1% 0% 0% 0% 6% 13% 19%
6/30/1999 5/16/2000 11 4.75 6.50 1.75 5.81 643 0.62 (L.13) Flatter 0% 16% 3% 0% -7% 9% 8% 2% 10% -3% 0% 0% -15% 3%
2/4/1994 2/1/1995 12 3.00 6.00 3.00 5.94  7.66 1.72 (1.28) Flatter 2% 9% -1% 0% 6% 1% 0% -3% -11% -2% 0% 10% 2% -2%
3/29/1988 2/24/1989 11 8.50 9.73 3.25 8.56 9.38 0.82 (2.43) Much Flatter 3% 4% 0% 0% 4% 1% -1% 18% -1% 1% 0% -8% -3% -14%
12/16/1986 9/4/1387 9 5.88 7.25 1.37 712 930 2.18 0.81 Much Steeper 9% 0% -2% 0% 20% 16% 10% 6% -8% -4% 0% 4% -4% 1%
5/2/1983 8/21/1984 16 8.50 1175 3.25 10.26 12.62 2.36 (0.89) Near Parallel na na na na na na na na na na na na na na
Average: 14 2.81 1.38 (1L.43) 1% 2% 0% 0% 3% 6% 8% % 2% -1% 0% 2% -1% 3%
Median: 11 3.13 1.27 (1.21) 1% 1% 0% 0% 3% 1% 8% 1% -1% -2% 0% 4% -3% 3%

Source: Factset

10Yr Tsy Move (x) Vs. Apt. REITs Relative Price Performance (y)
12 Months After First Fed Rate Increase

20% - .

10% - .

e

25% -

|

0%

1.50 .

1.00

-15% - ]

-20% -

0.50 2.00

-5% |

y = 0.0048x +0.0278
R?=0.0008

DATA SOURCE: FACTSET

2.50

©2016 HEDGEYE RISK MANAGEMENT

25% -

20%

15%

10%

5%

0%

5% |
-10%
-15%
-20%

DATA SOURCE: FACTSET

Fed Funds Chg (x) Vs. Apt. REITs Relative Price Performance (y)
12 Months After First Fed Rate Increase

(]

(]

6/30/1999

2/4/1994

@

0.50 1.00 1.50 2.00 2.50 3.50 4.50

y= 0.0074x +0.0133 3/25/1988

R? = 0.0047 Q

4.00

©2016 HEDGEYE RISK MANAGEMENT

Apartment REITs
tend to be much
better relative
performers when
rates rise. What’s
more, these tables
and charts don’t
reflect total return
so the dividend
would be in
addition to this
performance.
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HOUSTON IS BIGGER THAN YOU THINK

The Houston
— Metro area has

Newark-Jersey

City represents th e fo u rth Ia rg eSt

1. New York
-Newark

-Jersey City
$1.56 Trillion

3., DallasFort:Worth 3. Chicago-Naperville-Elgin

-Arlington i o,
2. Los Angeles-Long fri $611 Billion almost 10% of
Beach-Anaheim #3e£0llion ‘ the total GCII)P G D P ° h U S
$867 Billion , )seame o :)nyur:_:;tro area I n t e ’
- R T :4(,.(\ - o P f— - \Y - -" = 3 ; . o
P o RS - behind only New
o - = e - - N =, oston

QR Phiiadeiphia YOI’k, L.A. and
Chicago.

4. Houston-The Woodlands

Midland, TX
. had the largest -Sugar Land $1.5 Trillion o
. - GDP percentage $525 Billion \M’am"
gl ; growth in the S
ol Anchorage‘ ° country with 24%. . -
— v i W =) ‘Hono[u[u i e
e $800 Billion
\P
$500 Billion
- $400 Billion
Th'i real I‘?tDP grewin;ass °tfhth3 3581 5653 Gross Domestic $200 Billion
metropolitan areas across e 2. 1IN . Product (GDP) $100 Billion
Source: http://www.bea.gov by Metro po litan Areas how e
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HOUSTON HAS A LOT OF PEOPLE

Rank Metropolitan Statistical Area 2014 Estimate 2010 Census % Chg Rank  Change Rank The Houston

1 Mew York-Newark-Jersey City, NY-NJ-PA Metropolitan Statistical Area 20,092 883 19,567,410 2.69% 16 525473 3

2 Los_AngeIes Lon_gBeach Anahewn,CAMetro_polltamS_ta_tlstlcaIArea 13,262,220 12,828 837 3.38,? 14 433383 4 Metro popu | atlon

3 Chicago-Naperville-Elgin, IL-IN-WI Metropolitan Statistical Area 9,554 598 9,461,105 0.99% 18 93,493 16

4 Dallas-Fort Worth-Arlington, TX Metropolitan Statistical Area 6,954,330 6,426 214 8.22% 2 528,116 2 I h flf h | r

5 Houston-The Woodlands-Sugar Land, TX Metropalitan Statistical Area 6,490 180 5920416 9.62% 1 569 764 1 S t € t a g eSt

6  Philadelphia-Camden-Wilmington, PA-NJ-DE-MD Metropolitan Statistical Area 6,051,170 5,965,343 1.44% 17 85,827 17 i i

T Washington-Arlington-Alexandria, DC-VA-MD-WV Metropalitan Statistical Area 6,033,737 5,636,232 7.05% 4 397 505 5 In th € U S Wlth

8  Miami-Fort Lauderdale-West Palm Beach, FL Metropolitan Statistical Area 5,929 819 5,564 635 6.56% 6 365,184 6 N6 5 m | | | | on

9 Atlanta-Sandy Springs-Roswell, GA Metropalitan Statistical Area 5614 323 5,286,728 £.20% 7 327 595 7 °

10 Boston-Cambridge-Newton, MA-NH Metropolitan Statistical Area 4732161 4,552 402 3.95% 13 179,759 12 1

11 San Francisco-Oakland-Hayward, CA Metropolitan Statistical Area 4,594 060 4,335,391 597% 8 258 669 9 resl d en ts ° M ore

12 Phoenix-Mesa-Scottsdale, AZ Metropolitan Statistical Area 4,489 109 4,192,887 7.06% 3 296,222 8 H H H

13 Riverside-San Bernardino-Ontario, CA Metropolitan Statistical Area 4 441,890 4,224 851 5.14% 10 217,039 1 I nte reStI n g Iy’ It

14 Detroit-Warren-Dearborn, Ml Metropolitan Statistical Area 4296 611 4,296 250 0.01% 20 361 20

15 Seattle-Tacoma-Bellevue, WA Metropolitan Statistical Area 3,671,478 3,439,809 6.73% 5 231,669 10 was th e fa SteSt

16 Minneapolis-5t. Paul-Bloomington, MN-WI Metropolitan Statistical Area 3,495 176 3,348 859 4.37% 12 146,317 14 o

17 San Diego-Carlsbad, CA Metropolitan Statistical Area 3,263 431 3,095,313 5.43% 9 168,118 13 g rowin g m etro

18 Tampa-St. Petersburg-Clearwater, FL Metropolitan Statistical Area 2915 582 2783243 4.75% 11 132,339 15

19 St Louis, MO-IL Metropolitan Statistical Area 2,806,207 2,787,701 0.66% 19 18,000 19 fro m 2 01 O 2 01 4

20 Baltimore-Columbia-Towson, MD Metropolitan Statistical Area 2,785 874 2,710,489 2.78% 15 75,385 18 2

Source: US Census Bureau, HRM bOth In rate Of
Richard Beckwitt Change terms
President
With regard to Houston, I'll start off by saying that it's the largest market in the country, delivering about 28,000 an d by th e
homes, and thalin spite ofthe oil pressures thereit'sstill a pretty solid market. It's got good fundamentals. On the
. h ‘ : pre B B0 number of new

new home side, there's about a two-month supply ofhomes, which is good compared to the rest of the country. On
the resale side, it'sabout the same amount ofsupply,about two months'homes are staying on the market. And peo p | e

compared to what Houston has been historically and the rest ofthe nation, it's a strong market.
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HOUSTON HAS A LOT OF JOBS AT RISK

m

Wi‘tﬁ_b_i[hhédges rolling off, U.S. shale producers face stiff

test

NEW YORK | BY CATHERINE NGAI

0000

4 e,

"Producers have survived 2015 as
they benefited from large
reductions in service costs while
having a significant amount of
production hedged at high prices,’
said John Arnold, the Texas
billionaire formerly at hedge fund
Centaurus Advisors.

"Come Jan. 1, revenues will
experience a pronounced decline
for many companies, coinciding
with a time of severe stress for
balance sheets across the
industry," he told Reuters.

“As we move through
2016 and 2017, both
E&P volumes hedged
and average hedge
prices will move

lower. The reduction in
cash flows from hedge
gains will result in lower
capital expenditures
and production, and an
increase in leverage
ratios. In reflexive
fashion, distress in the
E&P sector will increase
in 2016 and 2017

- Kevin Kaiser,
Hedgeye Energy MD
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ENERGY COMPANIES ARE IN TROUBLE

4015 1H16 2H16 2017
Bakken Leveraged E&P's
Continental Resources 10% 3% 3% 0%
Halcon Resources 95% 80% 82% 12%
Morthern il & Gas 84% 37% 36% 0%
Dasis Petroleum B6% 37% 36% 2%
Whiting Petroleum 52% 45% 46% 7%
Permian-Basin Leveraged E&P's
Approach Resources 82% 15% 16% 0%
Parsley Energy 81% 111% 94% 23%
Cimarex Energy 0% 0% 0% 0%
Clayton Williams Energy 62% 0% 0% 0%
Concho Resources 70% 59% 49% 20%
Diamondback Energy 41% 2% 0% 0%
Laredo Petroleum 110% 70% 69% 33%
Pioneer Matural Resources 83% 83% 79% 21%
Average 65% 42% 39% 9%
Period/Period Chg 23% 3% 30% |

Source: Bloomberg

The hedges are
continuing to roll
off through the
first half of this
year. 65% of
production was
hedged at the
end of 2015, but
that ratio will fall
by 23% to 42% by
mid-2016 raising
pressure on
companies to
reduce
headcount.
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PRICING IN DEFAULT RISK

200% = US High Yield Energy Yield to Worst (YTW) Energy
— LS High Yield Energy ¥TW - US High Yield YTW CO m pa n ies a re
i '° pricing in
enormous

default risk as
energy sector
YTW is trading at
a 720 bps
premium to the
rest of the high
yield space.

10.0%

5.0%

127 2013 2014 2015

998 1999 2800 2001 20

-5.0%

-10.0%
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HOUSTON JOBS ARE EVAPORATING

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

-2.0%

-4.0%

-6.0%

Houston: NFP Employment

——Houston: Goods Producing Employment
——Houston: Services Providing Employment
——Houston: Oil & Gas Extraction Employment

While Houston
still talks a big
game, the reality
is that the trends
are negative.
Services
employment
growth has
slowed from +4%
to +1.9% and
Goods
employment has
slowed from +2%
to -5%.
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HERE’S A VISUAL:

Annual Job Growth Rates by MSA
November 2014 (Not Seasonally Adjusted)

Nov 2014:
+4.4% Y/Y

'
[t i
i 1.3
35|
o]
-3%] Fart Yfurm. s
i P Asitfue A e
\ e .
1.7% fuaned
imeen- 305
3 e
Fort 1 o
Auwstiy 3
ey e ot
Suuar Lan
San fntonio”
ew facasay
- . 4 4%
Total Nonagricultural Employment by MSA (In Thousands) 13 >
Nav Annual Viduri
MSA 2014
Abilene 676 678 -0.3% =
Amarillo 156 1152 0.3% Lareda B
Austin-Round Rock-San Marcos|  913.0| 8844 3.2% B Job Growth Rates
Beaumont-Port Arthur 1578 22% Texas: 3.9%
Brownsville-Harlingen 1356 1.7% o
College Station-Bryan 106.8 1.2% b (5)
Corpus Christi 1899 28% = (6)
Dallas-Fort Worth- Arlington 3,149.1 3.5% e 4% (6)
El Paso 2906 2.0% = )
Houston-Sugar Land-Baytown 2,8306 44%
Killeen-Temple-Fort Hood 1329 23%
Laredo 974 1.8%
Longview 1020 45%
1357 2.7%
Edinburg-Mission 2382 3.0%
§76 6.2%
741 4.7%
San Angelo 482 1.5% CES - A Bureau of Labor Siatistics program thai relies on emplayer
San Antonio-New Braunfels 9158 3.9% surveys to estimate monthly, nonagrieultural payroll employment
Shexman-Den s 1-3% Source; Current Employment Statistics, Estimates produced by the
Texarkana 555 1.3%
o %24 0504 Bureau of Labor Statistics, U.5. Depariment of Labe
Tyler o in cooperatio the TWC. Prepared by the Laby
Victoria 549 3.6% Information Depariment, TWC. (12/19/2014)
Waca 1075 04%
Wichita Falls 578  02%

DecemBER 2015

Annual Job Growth Rates by MSA
November 2015 (Not Seasonally Adjusted)

Nov 2015:
N +0.8% Y/Y

0%

Lingit,

Tyler
(i

0 0.5

BT

Fcammorilront Arihur

iustont Lie Woodlands Siar b

Sanl Antoni

 Blauiffets fkn

- Cathas Chei]
% Annual

s =
MsA Job Growth 3
Abilene
Amarillo

Austin-Round Rock
Beaumont-Port Arthur
Brownsville
College Station-Bryan

Corpus Christi

Dallas-Fort Worth-Arlington

El Paso

Houston-The Woodlands-Sugar Land
Killeen-Temple

Laredo

Longview

Lubbock

MeAllen-Edinburg Mission

Midland

Odessa

San Angelo

San Antonio-New Braunfels

Job Growth Rates
Texas: 1.5%"*

O 2.8%and above (5)
O 20%t2 (5)
Oo%%wiss (5
O oo%woss (1)
o

Negative Growth (3)

Sherman-Denison 46.1
Texarkana 589
Tyler 1009 Sousce: Current Employment Statistics. Estimstes produced by the Bureau of Labor
Victoria 46 atistics, UL.S. Department of Labor are disseminated in cooperation with the Texas

Waco
Wichita Falls

Stat
Workforce Comms nally Adjusted
Prepared by the Labor Market and Career Information Department, TWC. (12/18/2015)

Houston’s
overall job
market has
slowed from
+4.4% growth in
November, 2014
to +0.8% growth
in November,
2015.




BABIES ARE IN A BEAR MARKET

BIRTH TRACKER: USA, TEXAS & HOUSTON -Y/Y RATE OF CHANGE

15.0% -
-=-= National

— Texas
10.0% - ——Houston

5.0% -

0.0% -

-5.0%
-10.0%

-15.0% -
N N
) & & N

DATA SOURCE: HEDGEYE MATERNITY TRACKER

©2016 HEDGEYE RISK MAMAGEMENT

This data comes
from our
Healthcare team.
Babies being
born in Houston
began to decline
sharply in
November
/December, but
bear in mind that
that decision
was made 9
months earlier.
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HOUSTON > THE LONG VIEW

HOUSTON SINGLE FAMILY PERMITS BY YEAR (1980-2015) The oil bust of

Houston SF Permits th e m I d_1 98 OS

- 2 feclined 60% f
5 declined % from .
%ﬁ 0 their peak in 2006 to SaW hOUS|ng
b the troughin 2010.

50,000 - g Sta I‘tS CO”apse
S v = o .
salls o 75% from their

o o
40,000 - ) Mm O O
- Houston SF Permits §_ E_ b 8 peak‘ The more
© 3 declined 75% in the mid- s ® gl .
. % g‘ 1980s vs their peakin the . ~ % §" ?'3“ éﬁ recent deCIIne

3000 4 early 1980s. S o < P b o

s & - 285 saw a 60% drop.
- o @ INEN
S . 88 g In 2015,
20,000 - L&
e e however, starts
are only down
~4%
0
\o,%‘"\q%",\g‘b"’,@%"’,\u?",\o,%",a@,@'ﬁ\,\g‘b*’,\o,%'”,@%“\op"@%”\g%ﬁ,@%",@%",\q‘?@é\ o P “QQ"&Q’\*\?&ﬂ?@'v“&"Péfﬁgbﬂ.?éq,“@'?@'&@'u'“\\@ﬂﬂ?ﬁf\?&w“@

DATA SOURCE: TEXAS A&M REAL ESTATE CENTER, HRM ©2016 HEDGEYE RISK MANAGEMENT
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DATA SOURCE: TEXAS A&M REAL ESTATE CENTER, HRM

38%

26%

Y/Y % CHANGE IN HOUSTON SINGLE FAMILY PERMITS BY MONTH More recently,

(2012 TO 2015)

45%

34%

35%
32 30%
26% 27%
22%
16% v 169, 10 7% 1%
. 14% 1% s 14,
11%11% 2=
9%
- 9% M 9% .
59, 6%

p\'lr .\‘P '\'\r \"lﬂ NG p'\'lr .\".1 ,\"3 Nl \“J p{‘a b‘ P N ,\bt .\('J
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however, starts
have begun to
wane. The latest
readings are
down 7-10% Y/Y.

10% -10%
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THE EXISTING MARKET IS NOT GOOD

EXISTING HOMES FOR SALE IN HOUSTON -Y/Y % CHG

= Existing Home Inventory YIY % Chg
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The inventory of
existing homes
for sale in
Houston is
beginning to
surge. The latest
data showed it
+27% Y/Y.
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DEMAND IS WANING

EXISTING HOME SALES IN HOUSTON -Y/Y % CHG Demand growth

o for existing

0% homes has

25% turned negative
. and is steadily
o dropping.
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PRICES ARE BEGINNING TO SLOW

EXISTING HOME PRICES IN HOUSTON -Y/Y % CHG Prices have Only
25% just begun to
= fAverage Price Y/Y % Chg =—Tledian Price Y/Y % Chg respond. This
> will hit builder

margins in
earnest in 2016.
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LENNAR AS A CASE STUDY

As the largest
builder in

Name 2015040 2015Q3 2015Q2 2015Q1) 2014 Q4 2014 Q3 2014 Q2] 2014 Q1 201304 2013 Q3 HOUSton 2 Len nar
Orders 0 also happenS to

Texas 0.4% 3.1% : 11.4% 15.8% 3.6% 34.8%

KB Home 0.8% 8. % 36.7%
Central (TX, CO, NM) 3.1% . 9% 2.1% : - be.the ol Iy

Lennar . G 1% bu||der to
Houston -2 = = C 5 2.1% .

DR Horton Inc . . . 5% C cO nS|Ste ntly
South Central (TX, LA, OK) 5 : 33.4% - - 27.3% . 5% C

PulteGroup Inc . . 5 9, . repo rt Houston
Texas 5 = -4.7% . = g 8 -24, -16

Meritage Homes Corp . 1% Wi . 0% . as a Sta nda | one
Texas 2 28

Ryland Group Inc/The o l 5% . | segmen t,

Texas - 0 - -2 8
StancE‘d Pacific Corp : : 8% _ 8 therefo re, we
e . ysethem as a
proxy. Things

aren’t good.
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LENNAR UNDER THE MICROSCOPE

Deliveries:

East

Central

West

Southeast Florida
Houston

Other

Total

New Orders:
East

Central

West

Southeast Florida
Houston

Other

Total

LENNAR CORPORATION AND SUBSIDIARIES

Summary of Deliveries and New Orders

(Dollars in thousands, except average sales price)

(unaudited)

Three Months Ended November 30,

2015 2014 2015 2014 2015 2014

Homes Dollar Value Average Sales Price
3,063 2609 § 901,520 740,763  § 295,000 284000
1,100 904 368,453 269,632 335,000 298,000
1,665 1374 738,562 600,412 475,000 437,000
885 915 298,734 294164 338,000 321,000
670 768 192,637 206,383 288,000 269,000
394 380 170,883 172,279 434,000 453,000
7,657 6950 § 2,670,789 2283633 § 349,000 329000
Homes Dollar Value Average Sales Price
2316 2150 § 698,299 605,032 $ 302,000 281000
970 726 322,993 221,667 333,000 305,000
1251 1120 587,476 476,271 470,000 425000
685 575 224,344 190,145 328,000 331,000
510 641 145,781 173,615 286,000 271,000
322 280 154,051 116,159 478,000 415000
6,063 5492 5 2132944 1782889 5 352,000 325000

Years Ended November 30,

2015 2014 2015 2014 2015 2014
Deliveries: Homes Dollar Value Average Sales Price
East 9,251 7824 $ 2,737,608 2234086 § 296,000 286000
Central 3,719 3,156 1,191,456 908,195 320,000 238,000
West 5,245 4,141 2,383,432 1,775,587 454,000 429,000
Southeast Florida 2,264 2,086 790,004 686,994 349,000 329000
Houston 2,452 2,482 696,671 675,927 284,000 272000
Other 1,361 1,314 584,435 578,295 429,000 440,000
Total 24,292 21003 $ 8,383,606 6,859,084 $ 345000 327,000
New Orders: Homes Dollar Value Average Sales Price
East 9,347 8,068 § 2,808,537 2303916 § 300,000 285000
Central 4,128 3,473 1,358,374 1,021,839 329,000 294,000
West 5,608 4516 2,617,393 1,956,157 467,000 433,000
Southeast Florida 2,232 2,055 761,959 685,536 341,000 334,000
Houston 2,320 2,643 678,965 720,453 293,000 273,000
Other 1,471 1,274 663,247 522 411 451,000 410,000
Total 25106 22029 $ 8,888,475 7,210,312 $ 354,000 327,000
November 30,
2015 2014 2015 2014 2015 2014
Backlog: Homes Dollar Value Average Sales Price
East 2,308 2212 741,528 672,204 $ 321,000 304,000
Central 1,370 961 477,674 310,726 349,000 323,000
West 1,354 991 671,524 437,492 496,000 441,000
Southeast Florida 544 576 186,570 214,606 343,000 373,000
Houston 698 830 208,076 225737 298,000 272,000
Other 372 262 192,379 113,563 517,000 433,000
Total 6,646 5832 $ 2,477,751 1,974,328 $ 373,000 339,000

Houston
represents 8.4%
of LEN’s backlog,
6.8% of new
orders (MRQ)
and 7.2% of
deliveries (MRQ).



LENNAR’S RECENT COMMENTARY

Richard Beckwitt W h . I L E N
Y eah. I would tell you on an overall pricing standpoint, we're probably anticipating somewhere in the mid -single

digits range about 5% — 4%, 5%, 6% and that will definitely move by market. Certainly, we haven't underwritten m a n a e m e n-t
any deals withany inflations to the extent that we get some upwardly moving price, we'll benefit from thatona g

performance standpoint. a S St | | fa . I
With regard to Houston, I'll start oftby saving that it's the largest market in the country, delivering about 28,000 y

homes, and that in spite ofthe oil pressures thereit's still a pretty solid market. It's got good fundamentals. On the b u I I is h O n
new home side, there's about a two-month supply of homes, which is good compared to the rest ofthe country. On
the resale side, it's about the same amount of supply, about two months homes are staying on the market. And

compared to what Houston has been historically and the rest of the nation, it's a strong markelt. I I O u Sto n a S

While job growth has de-accelerated, primarily in the energy related sector, it's still net positive for the yearwith re C e n -t | y a S N4

technology hiring, with the shipping sector being strong, and with the medical sectors bringing in employment.

New home sales were definitely down yearto date for us and the rest ofthe market. The marketis being more Wee kS a g O )

sluggish on the higher price points, but anything below $ 300,000 - $250,000, it's an extremely strong market.
We are positioned in the market below the $300,000 pricepoint, and in better located commumities in the higher -th e re a re

price points.
Lennar Corp. wen B corected Transcript

Q4 2015 Eamings Call 18-Dec-2015 g rowi ng tOp line
and margin

Got it And I guess just to follow up on region-specific, tying in Iouston to this, I guess this has been a market
where the margins havebeen quite high relative to what builders would typically see in this market over time and p ress u res .
youmade the commentaround regulating pace and pushing price and some others have noted —started to talk

Q4 Ea rn i N gS Tra NSC ri pt about maybe someslippageon price. So I just wanted to get your sense of market dynamics around pri ce there,

how should we think about margins and even if margins are holding up you're mixing away from Houston and so

1 2/ 1 8/2 O 1 5 froma mix perspective, seems like that might be a headwind to overall margins, any color there?
Richard Beckwitt
Margins in Houston are going — are down year-over-vear, given the decline in the market. There's still good

margins forusas a company, but theyre not asstrong as they werea year ago.
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TEXAS EXPOSURES BY BUILDER

While Houston

—— level disclosures

Company TX, % of Closings . .

LGIH _ are inconsistent,
MTH 17.9% TX-level

KBH™ A, disclosures are
HOWV 32.8%

DHI* 28.8% generally

BZH 22.4% available. A

FHM 21.8%

LEN 20.6% reasonable

ccs 20.6% frame of

CAL 10.9% .

o 18.1% reference |s.that
MHO 16.6% Houston typically
ToL 10.2% accounts for +/-
MDC 0.0%

*5outh Central Region 1/3 Of TX

Source: Bloomberg eXpOSU re.
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MORE SIGNS OF HOUSTON TROUBLE

25%
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8%

-6%

2015

This chart comes
from our GLL
team. It shows
hotel revenue
per average
room in Houston.
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GAMBLING REVENUES ARE DOWN IN LA

16%

LOUISIANA 555 GAMING REVENUE YOY CHANGE
3-MONTH ROLLING AVERAGE

14%

12%

10%

8%

6%

4%

20, | &

-2%

0% T T o—

4%

-6%

Also from our
GLL team, this
chart shows
Louisiana same-
store gaming
revenue trends,
which is heavily
dependent on
Houston
customers.
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HOUSTONIANS ARE DINING OUT LESS

‘9‘—!3"9 f Moments &;;:'\'\J'::I:fw:a::u:.‘-s p'mﬂ— W : And from OLII'
Restaurants
team ... (1/13/16)
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Howard Penney

g ge) - Howard Penney € :
Consumer Analyst at Hedgeye Risk | 5DFRG talking about double digit negative sales in Houston and the
Management o Double Eagle Steakhouse @HedgeyeFIG
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Y hedgeye.com
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