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HEDGEYE ASSET ALLOCATION

U.S. INT'L FOREIGN FIXED
EQUITIES EQUITIES EXCHANGE INCOME

5/11/2016 gsie, 2 0 3 4 26
5/12/2016 gsie, 3 0] 6 6 25

CASH COMMODITIES

U.S. INT'L FOREIGN FIXED
CASH EQUITIES EQUITIES COMMODITIES EXCHANGE INCOME

5/11/2016 pusieks
Spipialey 60%

The maximum preferred exposure for cash is 100%. The maximum preferred exposure for each of the other asset classes is 33%.
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HEDGEYE ASSET ALLOCATION
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The maximum preferred
exposure for cash is 100%.
The maximum preferred
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2 CONSUMER



YEN

Reiterating a good spot to own what consensus macro
funds do not and that’s Yen in the 109-110 range vs. USD
— short Japanese Equities on the other side of that as they

remain in crash mode (-20% since July) for good
fundamental reason.



OIL

Oil ramps back up to the top-end of our immediate-term risk
range = $42.59-46.93/barrel, but the “reflation” beta associated
with that appears to be losing its appeal — don’t confuse reflation
with real GDP growth (via a higher GDP Deflator it's actually a
downward pressure on our Street low Q2 GDP forecast).



CONSUMER

Not surprisingly, the U.S. Consumer gets that they get the bill
when U.S. Growth Slows (Down Dollar = Tax on Real
Consumption) and now the U.S. Retall Sector (XRT) which has
been a Best Idea short in our Macro Themes since Q3 of 2015
IS moving toward #crash mode at -18.3% since July 2015.



HEDGEYE MACRO PROCESS: RATE OF CHANGE

.[.
Time —
DIFFERENTIATED FROM THE HERD WE FOCUS ON THE SLOPES
Macroeconomics and Global Macro Risk Everything that matters in Global Macro occurs on
Management are two very different fields. We the margin.

specialize in the |atter.
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BREAKDOWN

Q: Over the longer-term, the currency of a surplus country
with relative deflation will do what?



RELATIVE DEFLATION =

Last Price
M Japan CPI Nationwide YoY -0.1
Il US CPI Urban Consumers YoY NSA 0.9

M Japan CPI Nationwide YoY - US CPI Urban Consumers YoY NSA -0.9525

Spot - Last Price@liERex]

1975-1979 | ' 1980-1984 = | = 1935-1989 1990-1994 1995-1999 | T 2000-2004 |  2005-2009 " 2010-2014
INCPTYOY Index (Japan CPI Mationwide YoY) Yearly 31DEC1975-12MAY2016 Copyright® 2016 Bloomberg Finance L.P.
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RETAIL SALES = GOODS CONSUMPTION

U.S. RETAIL SALES
Apr-15  May-15  Jun-15 Jul-15  Aug-15  Sep-15  Oct-15  Nov-15  Dec-15  Jan-16  Feb-16 Mar-16
GDP: Retail Sales in Context
Real GDP, Chained §'s - - 16,334 - - 16414 - - 16471 - - 16493
Consumer Spending ( Real PCE) 11,135 11,197 11,205 11,229 11,265 11,293 11,301 11,332 11,359 11,361 11,392 11,397

Services 7,308 7,327 7,342 7,344 7,360 7,386 7,400 7,408 7,437 7,445 7,477 7,471

Goods (ie. Retail Sales) 3,828 3,872 3,865 3,888 3,909 3,909 3,903 3,928 3,924 3,917 3,914 3,927
Durable Goods 1,449 1,470 1,455 1,474 1,484 1,487 1,483 1,504 1,499 1,487 1,493 1,488
NanDurahle Goands 2.405 2.479 2.435 2.441 2.453 2.450 2.447 2.454 2.454 2.457 2.450 2466

‘Retail Sales, %of PCE  344%  34.6%  34.5%  34.6%  34.7%  34.6%  34.5%  34.7%  343%  34.35%  344%  34.5%
Retail Sales, %6 of GDP T AR e S -0 L B e S 2. S-S L 2R8%
RETAIL SALES

Retail Sales, Total SA 4407 4445 4449 447.6 4a7.0 447.2 447.1 4485 4504 448.0 449.1 4475

MM % Chg 0.1% 0.9% 0.1% 0.6% -0.1% 0.1% 0.0%0 0.3% 0.4% -0.5%0 0.2% 0.4%0

T, % Chg 1.8% 2.4% 2.1% 2.8% 1.9% 21% 1.6% 1.6% 2.8% 2.8% 6% 1.6%

2Y Ave 3.3% 3.6% 3.4% 3.5% 3.5% 3.3% 3.2% 3.2% 3.2% 3.4% 2.8% 2.0%

Retail Sales Ex Autos 351.0 353.6 354.6 356.7 355.7 354.7 354.7 355.6 357.4 356.0 356.3 356.9

MM % Chg 0.0% 0.7% 0.3% 0.6% -0.3%0 -0.3%p 0.0%0 0.2% 0.3% -0.4%0 0.1% 0.1%

Y/, % Chg 0.8% 1.4% 1.3% 2.0% 1.1% 0.8% 0.4% 0.5% 1.9% 2.4% 2.5% 1.7%

2Y Ave 2.4% 2.8% 2.9% 2.9% 2.9% 23% 2.4% 24% 2.3% 2.3% 1.9% 1.6%

Retail Sales Ex Autos & Gas 314.8 316.2 316.6 3191 319.2 319.8 3202 3217 323.7 323.4 3254 325.7

MM % Chg 0.2% 0.5% 0.1% 0.8% 0.0% 0.2% 0.1% 0.53% 0.6% -0.1%0 0.6% 0.1%

Y/, % Chg 4.3% 4.4% 7% 4.6% 2.8% 4.0% 2.3% 2.3% 4.0% 2.6% 4.6% 3.7%

2Y Ave 4.4% 4.5% 4.6% 4.7% 4.7% 4.3% 4.3% 4.4% 4.7% 4.9% 4.7% 4.2%

Control Group:

Retail Sales less Food, Autos, Gas & Building mat 2434 2448 745.0 2464 246.3 2468 246.6 247.5 247.7 248.2 248.8 249.0
MM % Che 0.1% 0.6% 0.1% 0.6% 0.09%4% 0.2% -0.1% 0.2% 0.1% 0.2% 0.2% 0.1%
Y/Y, % Chg 3.3% 3.7% 3.1% 3.7% 2.9% 3.3% 23% 2.3% 2.7% 2.7% 31% 2.4%
2Y Ave 3.8% 4.0% 3.9% 4.0% 4.0% 3.8% 3.3% 3.7% 3.4% 3.9% 3.5% 3.0%
Qo) Annualized, %o 3.9% 3.4% 1.3% 2.2%
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RETAIL SALES:

U.S. HEADLINE RETAIL SALES

mm Recession Dates ——Retail Sales, YoY %
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4.0% -

-11.0%

*Note: Retail Sales are reported in nominal dollars (i.e. are not adjusted for inflation)
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INCOME GROWTH =

Reported & Implied Income Growth

== Implied Aggregate Income Growth (Aggregate Hours Growth + Earnings Growth)
7.0% - == Private Sector 5alary & Wage Growth, YoY%
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5.0% |

/
4.0% - /

i

MNFP Data implied modest sequential accelerationin
reported aggregate salary & wage income growth for April
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INCOME VS CONSUMPTION GROWTH
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PAST PEAK: INCOME & CONSUMPTION GROWTH
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PRODUCTIVITY =

PRIVATE PAYROLL GROWTH IS SLOWING BUT IT’S STILL GROWING AT A PREMIUM TO OUTPUT GROWTH. A POSITIVE SPREAD IS A DRAG ON PRODUCTIVITY

LABOR VS OUTPUT

= | abor Growth less Output Growth
2%
Labor Growth > Output Growth = v Productivity
1%
0%
-1%
Labor Growth < Output Growth = A Productivity
-2%
-3%
-4%
-5%
3 3 e e 0 < a a @ @ S 3 0 Q0 ©
n . L & 5 o o & o & L A 0 & oL
s g g 3 = 3 2 3 g 3 g 2 g 3 Z

DATA SOURCE: BLOOMBERG, HEDGEYE



PRODUCTIVITY ' = REAL EARNINGS

OVER THE LONGER-TERM, THE TREND IN PRODUCTIVITY DRIVES THE TREND IN REAL EARNINGS GROWTH

PRODUCTIVITY GROWTH VS REAL EARNINGS GROWTH

@Recession Dates 3 per. Mov. Avg. (Real Earnings Growth)

e 73 per. Mov. Avg. (Productivity Growth)

6% -

5% -

4% -

3% -

2% A

1% -

0%

1%

-29%
NOYTWONOPDOTANOTVONDDOFTANNTLONVNAOFANNITIWONDRNOTNMNTWONRNIOS N® T W
COEOOOOOORITNNEEENRNTEROPOODORIDODNDPNPPNRPOQ909Q900Q0T LT T W%
OO L L0 Lo OG0 0ObLU L OO OUOLLOO ¢ OO LLOLLLYLLLLLOLL LY
cuwa)mcuwmwwgwwmwmwmwﬁgmmwmwwwmggwmwmwwmm%“’%ww88688®88888
alaWalaNalaNaNaNolalaNalaNalallaNaNalall*NalaNaNalalaNaNaNal-oNaNaNaNalaNaNaNaNe R NaNaNoNaNaNaNaNal

DATA SOURCE: BLOOMBERG, ECONOMIC REPORT OF

THE PRESIDENT, HEDGEYE

=

8



- §1-99Q
- vi-aed
-€1-29Q
- Zl-9ag
- bi-3eQ
-0J-38Q
60990

-~ LTAve

Labor hoarding drives labor's share of income

Labor's share of income onlyrises inthe late
higherinto a recession

stages of an expansion.

@Recession Dates = Labor's Share of National Income

LABOR'S SHARE OF NATIONAL INCOME
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Corp Profits with IVA & CCA (Bil $'s)
Corp Profits with IVA & CCA, % of GDP (After-tax)

CORPORATE PROFITS, %

I Recession Dates
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S&P REVENUES & EARNINGS COMPS

SECTOR SALES GROWTH (% CHG) EARNINGS GROWTH (% CHG) #REPORTED
S&P 500 (Aggregate) -2.4% -8.7% 450 / 500
Energy -31.6% -108.7% 38 / 38
Materials -8.7% -15.0% 27 | 27
Industrials -2.1% -7.4% 64 / 65
Consumer Discretionary 6.8% 22.7% 60 / 84
Consumer Staples 0.4% 1.6% 30 / 37
Healthcare 9.2% 8.1% 93 [ 57
Financials -1.7% -14.3% 90 / 90
Information Technology -2.8% -8.1% 54 |/ 68

Telecom 11.2% 16.1% 5175

Utilities -10.5% -2.1% 29 [ 29

Source: BBG
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD 2% YTD %

SECTOR Ticker  Price Chge Chg Chge
Consumer Discretionary XLY S78.90
Financial Select Sector XLF  523.15
Health Care Select Sector XLV 569.71
Technology Select Sector XLK 54249
Consumer Staples Select Sector  XLP  553.63
Industrial Select Sector XLI %55.87
Materials Select Sector XLB 546.20
The Energy Select Sector XLE S65.65
Utilities Select Sector XLU  549.34
S&P 500 SPX  2,064.46
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD % YTD %

Ticker  Price Chg Chg Chg
Consumer Discretionary XLY S78.90
Financial Select Sector XLF  523.15
Health Care Select Sector XLV  $69.71
Technology Select Sector XLK 542.49
Consumer Staples Select Sector XLP  553.63
Industrial Select Sector XLl  555.87
Materials Select Sector XLB  546.20
The Energy Select Sector XLE S65.65
Utilities Select Sector XL 54934
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HEDGEYE STYLE FACTOR PERFORMANCE

1D 1w 1M IM oA YID
FACTOR %2 Chy % Chg % Che % Che % Che % Che
High Debt/ EV
Low Debt/EV
High Short Interest
Low Zhort Interest
High Beta
Low Beta
High Yield
Low Yield
MCAP Botiom 23%:
MCAP Top 25%
Top 23% 3ales Growth
Eottom 23%: Sales Growth
Top 253% EPS Growth
Bottom 25% EPS Growth

De bt

51

YIELD | BETA

MKT
cap

EFS | Sales

*Mean Performance of Top Ouartile vs. Bottom Ouartile, S&PI00 Companies
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HEDGEYE RATES & SPREADS

1D 5D 1M IM vs. 531-Wk, Bps ¥5. ¥5.
Price BpsChg BpsChg BpsChg BpsChg : High Low | J3Y Ave 5Y Ave

M T-Bill 0.25% 1.0 6.6 4 -3 -10 L] | 19 20
SMLIBOR 0.63% 0.0 -0.6 0 1 -1 35 3 29
2Y T-Note 0.73% 0.3 -0.8 3 3 -7 20 19 M
5Y T-Note 1.20% -1.0 -3.3 4 T -63 23 -3 -
10Y T-Note 1.73% -3.0 -4.4 1 7 -7 20 -6 47
30T T-Note 2.58% -7 -3.7 1 3 -63 20 -39 -58
2Y-10Y Spread, Bps 100 -3.8 -3.6 -2.5 -1 -40 0 -79 -76
IG SPREAD (AAABEE)  1.30% 0.0 0.0 -14 -39 -3 17 10 -5
HIGH YIELD 7.46% 0.0 9.9 -4 -137 -137 147 93 67
5Y BREAKEVEN 1.53% -0.9 0.4 9.2 5721 © -11.1 67.7 9.0 -21.8
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CFTC NON-COMMERCIAL NET LONG POSITIONING

CFTC NON-COMM LONG POSITIONING : core
METRIC Latest §¥ W/ Chg JAL Ave oA Ave 1Y Ave Y
SPX (Index + E-mini) 30,380 31,795 (130978) (125.765) (129120 46X
Russell 2000 (mini) : 6436 (50001)  (53.075)  (30.849); 0 =¥ ; g4x
10V Treasury (103914)  (603%) (47D (9489) (15380)-L74X  -0.66X
CRUDE OIL 300,844  (12,528) 325892 283238 207958 : 163X  0.89X
GOLD 233 638 20551 152934 74680 57431 259X 235K
COPPER. ] 0419 614 ~ (13,935)  (23.886) (1923 '
SUSD 0083 2212) 20441 31479 |
T 56219 (11,169) 55220 15722 (17.863) 1o
EUR (17980) 15304  (49.821)  (97.941) (100.560) 187X  0.72X
GEF (40.412) 8603 (38417)  (34000) (23499)-109X 102X |
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY VOLUME: (5/11) vs.

Prior Day 1M Ave 3M ave 1Y Ave
Total Market Volume® 4% -1% 3% 3%
Total Exchange Volume™* L% -2% -7% -4%

*Total Market Volume = Total US exchange volume plus OTC and OTCBB trading volume for all security
types. Calculated by Bloomberg.

**Tape A+B+C volume = total US exchange volume
*** Total Traded Value for Russell 3000 (total mkt proxy)
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JAPANESE YEN TO U.S. DOLLAR

May 12, 2016
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@ StockChartscom
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HONG KONG HANG SENG INDEX

@ StockCharts.com
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TOKYO NIKKEI AVERAGE INDEX

@ StockCharts.com
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RUSSELL 2000 SMALL CAP INDEX

@ StockChartscom
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