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Keeping Up With the Headlines

Dow Industrials Cross 23000 for 1.5, Industrial Production Rose Here It Comes: The Longest Streak Ever Without A 3% Correction In
First Time Modestly in September 1)) His[ory

: ; S— Most U.S. States Aren’t  Post.qrisis rules creating huge financial firms,
Mnuchin warns of fall in equities without pPrepared For the Next

Trump's tax reforms Recession warns Cohn
China central bank warns against 1\ (hina’s Financial Cracks Could ,
i Y. Bored Indexers Edge Into Chinese Bond Markets
Chinese issuers prepare ‘supercycle' of China’s September China : - :

) roducer price growth hits 6-month hi
technology IPOs Consumer Inflation Slows P i @

Japanese stocks rise as dollar CB plans longer, slower taper to keep lid on
cimos against the venater o Bukofpan st Toper Bk o+

Abe election win
Euro Arca Exports Leap

Eurozone Consumer Confidenceat 16-Year Hidh Bempive coreenen Gesn- UK. Infation Hits Five Year High

Canada Imposes Tougher Mortgage Rules Central Bankers Uneasy on  [MF crunches the numbers for possible
Effective 2018 Inflation o= Venezuela rescue

N oL Pips " . "N i3 I i » — - . .
Stock Pickers Are Showing Upiin the L.S. Bank Profit Shoots Higher, But

New Zealand d()"ar resumes S]ide Markets Questions Linger on Loan Growth

New era for post-crisis interest rates threatens ~ Is Bitcoin The New Gold? Some §audi Prince Alwaleed: Bitcoinis
gold Think So ‘Enronin the making’
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PMI Only Matters at Extremes (It Does Today)

S&P 500 Composite, based on Corr: -0.26
ISM Manufacturing PMI SA (NAPMPMI Index) R-Sq: 0.07
1965 - 2017 T-St: -6.81
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Inflation Data May Slow the Fed

S&P 500 Composite, based on Corr: -0.21
US Personal Consumption Expenditure Core Price Index YoY SA (Detrended) R-Sq: 0.04
1964 - 2017 T-St: -5.36
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Shiller Valuation and Forward Returns
(Works Better at Bottoms)

Shiller CAPE vs S&P500 12 Month Fwd

1927 - 2017 Correlation: -0.22
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Using Value Without Credit is Foolish

S&Ps500 vs Shiller CAPE vs BBB/10Yr Spread

—— S&Ps500 Logged

It didnt matter until credit
spreads widened. Today
spreads are tight

The high valuation periods aref
concentrated in the tech-bubble.|

—— Shiller CAPE. Current: 31.2
——- Long Term Avg: 16.8

—— BBB/10Yr Spread. Current: 1.3%

1952 1962 1972 1982 1992 2002 2012
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As Credit Spreads Contract Valuations Go Higher

Shiller CAPE YoY vs BBB/10Yr Spread

1953 - 2017 Correlation: -0.24
: : === Cape YoY Long Term Avg: 2.2%
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Credit Conditions Remain Bullish

S&P 500 Composite, based on Corr: 0.26
Credit Conditions R-Sq: o0.07
1990 - 2017 T-St:  4.87
| — Credit Conditions - 60.0%
1.2 S&P 500 Composite
6 Month Fwd
- 40.0%
0.6
- 20.0%
0.0
- 0.0%
-0.6 - -20.0%
- -40.0%
—1.04 1990 1994 1998 2002 2006 2010 2014 2018
S&P 500 Composite, 6 Month Fwd ) - . .
¢ Econ5factor aspof (139 /30/2017: 0.195 Credit conditions in this zone produce - 15.0%
signif icantly higher SPX returns é-
Tra,, ran
months Forward 20 - 10.0%
Y \
1
I |
\ I
e +_______ I S, S AN S F 5.0%
- 0.0%
L ]
- -5.0%
> oM 2) W) ) 5) D 5) D () W) LoV
2520 20297 o0V > AOQ% o 50“-“ 00‘3’06 L A gd® g% S S S
A (b%ba o r}bﬂ \D«“’ " 0 o o(o%rbﬂ XD“EM ‘Lbﬁw %‘Eﬂ 9
“ R E N MAC &’0. ¢ K’O' Qb(] ’ \_,00 O o O O
¥. RENAISSANCEMACRO &'0-

Credit Conditions



LEI Credit Readings Also Bullish

S&P 500 Composite, based on Corr: -0.26
Conference Board US Leading Index Leading Credit Index (LEI LCI Index) R-Sq: 0.07
1990 - 2017 T-St: -4.8
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Credit Useful as a Conditional Factor

S&P 500 Composite, based on
Conference Board US Leading Index Leading Credit Index (LEI LCI Index)
1990 - 2017

— S&P 500 Composite, Logged
4 Bullish 25
J Bearish

1990 1994 1998 2002 2006 2010 2014 2018 [ —0.5
1 1 1 1 1 1 1 1
Conference Board US Leading Index Leading Credit Index, Vol Adj " .
Correlation to 6 Month Fwd Eetum: -0.26 s ! As a conditional system, LEI credit
—— 1st Decile (Bull) conditions are still supportive of |3
—— 1oth Decile (Bear) bullish equity returns. When they spike,
it's bearish For stocks. -2
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BB — BBB Spread Near 3yr Low

2g8 1.0
— SP500 Logged
2441.0
19680
1636.0
Marginal credits (non-investment grade) versus
investment grade are near a 3yr low 1336.0
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China CDS Spreads Confirming FXI Strength

Last Price I FXI US EBquity (iShares China Large-Cap ETF) - on 10423717 (R1) 45.61 -.53 W CCHI1U10 Curncy (CHINAGOV CDS USD SR 107 D14) (L1) 0.011351 +.000508 e
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Forward Inflation Below Threshold
M S&EP 500 Index - Last Price 2564.98 -10.23 (Thank YOu Oil)

2000

Long-term inflation expectations remain under
27. gqiving the Fed potential reason to pause or
alter the rate path.

M 5YR SYR FORWARD - Last Price on 10/23/17 15267 +.0035
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RenMac Sentiment Model Neutral

S&P 500

Sentiment (s NOT at levels associated
with bearish Forward returns. Theres
room For this to deteriorate.

Predicted 3M Excess Forward Returns Based on Master Sentiment Model
Bearish Threshold
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SPX Melt-up Indicator (Not There)

— All Time High
l  S&P 18M Return >= 50% & Within 10% of All-Time High
l  S&P 18M Return >= 50% & No All-Time High

—— S&P 500 ii 2 f""/

1096.63

403.43

148.41

54.6

20.09

7-39

—— Rolling 18M Return
We define a melt-up as a +509. advance over an 18-month rolling period
and the market at a new high (red arrows). New high Filter important
to distinguish momentum surges of F lows, From parabolic risks. At 23%

over the last 18-months, were not in a melt-up mode. Market would need to
get to 325 in ém or 3582 in I2m to qualify. Without it, we expect more

traditional technical deterioration rather than crash risk

2.0
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1.0
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_US Generic Govt 10 Year Yield

10Yr Yields Trading in a Pennant

Close: 2.3646

"\ w W f\
W h}

We think yields move higher out of this pennant

Formation, 2759 is our next target.
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RenMac Oscillator: Oversold (-3)/Overbought(+3)

2013-Dec

RENMAC
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2014-Oct

2015-Jul

2017-Jan

2,72

2,23

1.82

1.49

16



Energy and Consumer Weakest

Information Technology
Financials

Health Care

Industrials

Materials

Utilities
Telecommunication Services
Real Estate

Consumer Discretionary
Energy

Consumer Staples

LY RENMAC
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SP1500 Sector Overweight/Underweight

- 4.64% ¢

B 2.2%

B 1.71% | IECI——

- 1.15% ¢

- 0.6% ¢
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- I o30%

I "2.94% © ¢ Last Week

i -2.95% Bl Sector Over/Under Weight
-2.0% 0.0% 2.0% 4.0% 6.0%

SP1500 Top and Bottom Industries

Water Utilities

Real Estate Management & Development

Life Sciences Tools & Services

Electronic Equipment, Instruments & Components
Road & Rail

Semiconductors & Semiconductor Equipment
Capital Markets

Aerospace & Defense

Machinery

Automobiles

Multiline Retail
Communications Equipment
Media

Food Products

Oil, Gas & Consumable Fuels
Tobacco

Specialty Retail

Energy Equipment & Services

|
I
e
s Food & Staples Retailing
e
|

Marine

|

-2
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=
N F
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RenMac Rank
(<--Bearish/Bullish-->)

RenMac Value/Momentum Map

RenMac SP500 Sector Bubble Chart

10/24/2017
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-
____________

e e T

e Financials

FA Industrials

S i Ut

Momentum
Bucket

Vikis rmation Technolofyy

Bubble legend in
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1) Vertical axis represents
momentum (higher
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3) Color equates to
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Consumer Staples
Energy

score (green bullish)
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RenMac Industry Map

RenMac SP500 Industry Group Bubble Chart

10/24/2017
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Bubble legend in
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Vertical axis represents
momentum (higher
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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 Option Score

SP1500 Industry Group Option Sentiment

@ Score One Month Ago T his score is based on option positioning of individual stocks within an .
HE Option Senti t . . . .
phon Sentimen industry and then aggregated to industry level. We Find dif Ferent® .
behavior at the company level than the sector level For options.
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Staples’ Cost of Capital is Rising

— S&P 500 Consumer Staples

— Relative Performance To S&P 500 ex-S&P 500 Consumer Staples
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— BBB Spread to Market » —. _ - -
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New entrants

Top Technically Ranked S&P 500 Names

highlighted in Materials: Industrials: Discretionary: Health Care: Financials: Info Tech:

green IFF MON LLL A0S DE  DLPH BSX CERN ILMN AXP RJF MMC VRSN GPN  ATVI INTC TXN
DWDP NEM GD  FBHS PNR BWA BAX GILD TMO NDAQ SCHW UNM PYPL CTSH SYMC MCHP AMD
APD LMT DOV XYL GM DHR BIB MTD BEN BK TMK IT INTU ADSK AMAT
SHW COL CAT SWK LEN ISRG ALXN PKI  SPGI MS  WLTW FISV SNPS ADBE ADI
FMC NOC ITW KSU  PHM RMD  ABBV AMP  NTRS AFL TSS ANSS TEL MU
LYB BA PH  NSC GRMN SYK  VRTX ICE IVZ PGR FIS CDNS GLW NVDA
CF RTIN FTV  UNP  MHK BCR  CELG MCO BLK AON ACN MSFT APH  AVGO
ALB TXT CMI  JBHT DHI VAR  AMGN CBOE TROW AJG v CRM FLIR  XLNX
EMN ALLE PCAR LKQ ABT A ETFC STT  MET CSRA RHT  SWKS KLAC
PX MAS IR ALGN WAT CME AMG LNC MA EA  QRVO LRCX

Bottom Technically Ranked S&P 500 Names

New entrants Energy: Discretionary: Staples: Info Tech: Telecom Services: Utilities:
highlighted in BHGE RRC MAT OMC AAP  COST K FFIV CTL SCG
red FTI NBL DISH JWN ORLY WBA HRL STX T

SLB HES DIS M TSCO CVS KHC

NOV  XEC DISCK AZO KR MO

HP APA FOX ROST SJM  CHD

HAL  CHK FOXA ULTA MDLZ KMB

DVN  OXY IPG SIG GIS COoTY

MRO PXD DISCA LB ADM

APC  XOM VIAB FL CAG

NFX  KMI CBS TJX CPB

[

RENMAC

RENAISSANCEMACRO

Utilities:
AWK
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Bullish

Intel Corporation (INTC-USA) Market Cap: 191860.2
RenMac Rank: 1 Semiconductors

40

7

— 30

— 25

i - 20

— Relative to S&P 500 120
— 110

— 100

— 90

— RenMac Oscillator: Oversold (-3)/Overbought (+3)
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Bullish

Danaher Corporation (DHR-USA) Market Cap: 62931.38
RenMac Rank: 1 Health Care Equipment
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— 80

— 70
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Bullish

Varian Medical Systems, Inc. (VAR-USA) Market Cap: 9856.674
RenMac Rank: 1 Health Care Equipment

— 110

— 100

— 90

— 80

— 70
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— 50
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— 130
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Bullish

Biogen Inc. (BIIB-USA) Market Cap: 69465.98
RenMac Rank: 1 Biotechnology

450
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— 160

— 120

13 14 15 16 "7

¥ RENMAC

RENAISSANCEMACRO



Bullish

MetLife, Inc. (MET-USA) Market Cap: 56702.67
RenMac Rank: 1 Life & Health Insurance
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Bearish

Noble Energy, Inc. (NBL-USA) Market Cap: 13282.68
RenMac Rank: 5 Oil & Gas Exploration & Production
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Bearish

Occidental Petroleum Corporation (OXY-USA) Market Cap: 49735.48
RenMac Rank: 5 Integrated Oil & Gas
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This document is for distribution only as may be permitted by law. It is published solely for information purposes; it is not an advertisement nor is it a solicitation or an offer to buy or sell any financial instruments
or to participate in any particular trading strategy. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this
document. The information is not intended to be a complete statement or summary of the markets, economy or other developments referred to in the document. Any opinions expressed in this document may
change without notice. Any statements contained in this report attributed to a third party represent RenMac's interpretation of the data, information and/or opinions provided by that third party either publicly or
through a subscription service, and such use and interpretation have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual circumstances or otherwise constitutes a personal
recommendation. Investments involve risks, and investors should exercise prudence and their own judgment in making their investment decisions. The value of any investment may decline due to factors affecting
the securities markets generally or particular industries. Past performance is not indicative of future results. Neither RenMac nor any of its directors, employees or agents accepts any liability for any loss (including
investment loss) or damage arising out of the use of all or any of the information.

Any information stated in this document is for information purposes only and does not represent valuations for individual securities or other financial instruments. Different assumptions by RenMac or any other
source may yield substantially different results. The analysis contained in this document is based on numerous assumptions and are not all inclusive.
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