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R RENMAC Fiscal: let’s lay it out

RENAISSANCEMACRORESEARCH

Federal Revenues & Outlays (% GDP)
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n RENMAC Fiscal: Don’t mind the gap
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Federal Outlays (% GDP)
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LV RENMAC Fiscal: Brooding backdrop
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Growth & Debt
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u RENMAC Fiscal: Unpacking the enmity
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What Bothers Americans about the Federal Tax System, and How Much (%)

[ GOP saying "a lot" @ Dem saying "a lot"

MAlot [ ISome M Nottoo much/ atall

Some corporations don't

pay their fair share a1%

Some wealthy people don't
pay their fair share

The complexity of the tax
system

43% 0% 26% 39%
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The amount you pay in
taxes

Some poor people don't
pay their fair share

26%
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Source: Pew Research (April 5-11, 2017) 6



n RENMAC Healthcare: Ranked-choice voting
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Should Be "Top Priority" for Trump and Next Congress (non-cumulative)

B Overall m Democrats

Lower the amount individuals pay for health care

Lower the cost of prescription drugs

Deal with prescription painkiller addiction epidemic

Repeal the 2010 healthcare law

Decrease the amount the federal government spends on
healthcare over time

Decrease the role of the federal government in
healthcare

Source: Kaiser Family Foundation
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Jobs with the Best Growth Potential in the Next 7 Years

RENMAC Employment: The growth imperative

RENAISSANCEMACRORESEARCH

Datas

cientist

Software engineer

General and
operations manager

Medical services
manager

F

Registered nurse

Information security analyst

Financial advisor

F

Physical therapist

F

Truck driver

Home health aide

Source: USA Today (BLS, CareerCast)
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n RENMAC Europe: Non-performing integration
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Europe's Highest & Lowest Share of NPLs (4Q16)

Greece 47.1%

Cyprus 46.7%

Portugal 19.8%

Italy 16.4%

Slovenia

Netherlands - 2.6%

Germany - 2.5%
Finland [ 1.5%
Estonia [ 1.4%

Luxembourg . 1.2%

16.3%

Source: European Banking Authority 9




“NMAC Technical & Strategy
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Jeff deGraaf
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RENMAC Market Serm
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—— SP500 Logged

SERM is elevated but trend is still positive.
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" RENMAC SERM vs PE Ratio

RENAISSANCEMACRORESEARCH

Correlation To SP500 Forward Returns
01/31/1962-06/30/2015
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power across all horizon lengths.
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RENMAC Non-Financial Leverage
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—— SP 500

When non-financial leverage

contracts from a level > 0,
there’s often trouble for the
market. Still ascending.

—— Chicago Fed Non-Financial Leveraage Index
—— 2owk ma
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RENMAC Credit Conditions
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SPs500 Logged

Despite the Fed’s tightening, credit
conditions continue to ease. This is bullish for
the market.
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Pre-Crisis Norm

—— Renmac Credit Conditions Index: 1.85
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RENMAC credit Conditions vs Econ Surprises
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RenMac Credit Conditions

2980

—— SP500 Logged

urprises are weakening,
while credit conditions are
in the 100" percentile.
We find stocks more
sensitive to credit
condition than economic
surprises.
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uh RENMAC credit Conditions vs Econ Surprises
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OLS Regression Expanding T-Stats

Credit Conditions & Econ Surprises Predicting S&P500 Three Month Fwd

2003-2017

Note that the t-stat of the
correlation between credit
conditions and 3-month
forward returns is positive
and significant. Economic
conditions do not carry the
same predictive power.
Credit conditions are key
to this rally

- 30

—— Econ Surprises Expanding T-Stat
—— Credit Conditions Expanding T-Stat

T-Stat

LY RENMAC
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RENMAC Credit Conditions
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— 5Pszoo Logged

The spread between non-investment grade

and investment grade bonds remains

contained. This will be an important

indicator for us to turn more cautious, along

with general credit conditions.

— BB vs BBB Composite Yield Spread
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RENMAC European Banks
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Stoxx Banks Relative

— German 10-2 Yield Curve
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RENMAC European Banks
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— Stoxx European Banks Index Logged

— Relative to US Banks

— DownTrend
— UpTrend
— _SERM
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" RENMAC Euro/Yen

RENAISSANCEMACRORESEARCH
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u‘ RENMAC Industrial Metals vs Precious
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n RENMAC Sector SERM/Trend Position
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RenMac SP500 Sector Bubble Chart
07/13/2017
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RENAISSANCEMACRO

Bubble legend in
order of
importance

Vertical axis represents
momentum (higher
better)

Horizontal axis
represents SERM (left
better)

Color equates to
bullish/bearish
proprietary option
score (green bullish)
Size represents the % >
65-day moving average
for the group. Big = 0S
Small = OB
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RENMAC Health Care vs Tech SERM
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= SP500 Health Care EW Logged
= SP500 IT EW Logged

= SP500 HC EW Relative Performance vs SP500 IT EW Logged
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" RENMAC Health Care vs Tech
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u' RENMAC GDP Factors

Frequency with which each factor is selected to predict GDP growth, 1979 - 2017
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n RENMAC Labor market: Solid employment
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Strong growth in hours worked of late Temp help employment has picked up
(% change, year-over-year)
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Source: Bureau of Economic Analysis, Bureau of Labor Statistics, Conference Board, NFIB
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RENMAC Housing: Taper tantrum 2.0? No.
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Purchase applications breaking out
(four-week moving average)
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u RENMAC Inventories: More of a boost
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Inventory corrections hurt industrials
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RENAISSANCEMACRORESEARCH

Signs of a rebound
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ISM New Export Orders (LHS)

Goods Exports (YoY %, three-month lag, RHS)

Source: Renaissance Macro Research, Haver Analytics
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RENMAC Trade: Cyclical upswing

Structural problems to global trade
(year-over-year % change)
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n RENMAC Fed: How much tightening?
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Broad financial conditions remain easy
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Participation comeback
(Labor Force Participation Rate)
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Actual ==Age-Adjusted*

*Age-adjusted rate uses age distribution fixed at December 2007 weights (prior business cycle peak)
Source: Haver Analytics, Bureau of Labor Statistics

RENMAC Fed: Searching for neutral
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Full employment helps lift productivity
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LY RENMAC RenMac 2H17 Outlook Call _

RENAISSANCEMACRORESEARCH

Thank you for joining us!

If you are using Webex, please complete a brief
survey upon exiting the program

For a copy of the slides please email: Sales@RenMac.com
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