/‘ GLOBAL FOCUS CAPITAL LLC

INSIGHT THAT MATTERS

The Equity Observer

Perspectives on Global Regions, Secfors and
Stock Selection Themes

Eric J. Weigel, Managing Director
November 2015



» Assessing Current Market Environment and Investor Sentiment
» Our Top-Down Country and Sector Views

» Bottom-Up Factor Performance — 2015 YTD and last month
» Adjusted for region and sector influences

» Stock Selection Opportunity Assessment
» Looking within country and sector breakdowns

» Key Issues Facing Equity Investors over the next Year

» Summary Recommendations

/‘ GLOBAL FOCUS CAPITAL LLC
INSIGHT THAT MATTERS
s



Macro-Economic Backdrop

>

Slowing global economic growth

» US remains robust, China is slowing and EM is flat-lining (but with significant across country variation), Japan
is falling info recession

No inflation in sight (except if you are paying college tuition or medical bills)
» Greatest fear by policymakers is actually deflation
» Commodity bust and global labor excess supply dampen future price rises (good for corporate margins)

Loose but divergent monetary policy with the Fed threating to tighten and the BOJ, ECB and
Bank of China providing further stimulus

Currency market turmoil created by a rapidly strengthening USD and sinking EM currencies

» The floating of the renminbi (within bands) took the market by surprise but has been accepted as a
prerequisite for inclusion in the IMF's SDR basket

» The strength of the USD is exacerbating trade imbalances (hot political topic for 2016)

Commodity bust causing serious fiscal problems in many emerging markets and tarnishing the
emerging market growth story

Political tension and global security concerns - Iran nuclear deal, Russia involvement in Libya,
migrant issue in Europe, US elections in 2016, Paris & Beirut bombings

Investor apathy to risk replaced by hyper sensitivity during the last few months as investors
become concerned about asset bubbles
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Global Interest Rates

Current rates are significantly below historical norms both on the short and long-end of the yield
curve

The gap between developed and emerging market interest rates is quite wide and reminiscent of
the early days of investor interest in emerging market investing

It is highly unusual to see negative short-term rates but several European markets are currently living
in that scenario.

The negative rates are reflective of poor growth conditions in the Continent as well as a desire to
manage currency valuations
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Inflation and GDP

Deflationary pressures are clearly seen in select European nations

While global inflation is significantly below historical norms, several emerging market economies are
struggling with inflationary pressures

Several of these emerging markets have experienced severe currency depreciation further
exacerbating import price pressures

Emerging markets such as China and India are growing at above average rates, but investors are
skeptical of the sustainability of such growth over the next few years ahead
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Investor Risk Aversion

Our investor risk aversion is currently in the higher end of the Normal Zone

Thgycurren’r reading places the RAI N the 68%, slightly below our Extreme Fear Zone of
75%.

Investors remain worried about slowing growth and pending rate hikes in the US

The sharp rebound in global equity markets during the month of October lessened
investor fears, but valuations still remain above average for all major asset classes

While the debacle in commodity prices is clearly defrimental to exporting nations
(many in emerging markets) global economic activity in the developed world should
benefit from this form of cost reduction

» Global security concerns most likely will push the RAl into the Fearful zone
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The Current Technical State of Global Equity
Markets

Percentages reflect classification as of November 6, 2015

Up Trend Deteriorating

Break Out Break Down

Improving Down Trend

Only 18% of companies currently reside in the Up Trend Stage
The highest percentage of companies lies n the Improving stage - this reflects a

clear lack of price trends
The percentage in the Down Trend stage has dropped since year-end reflecting
some recovery
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Technical Stage Migration Patterns

» The greater uncertainty in equity
markets is reflected in larger numbers of
companies in the Break-Out and

Improving categories

» Most of the companies in these
uncertain categories migrated down
from the Up Trend phase

» Some of the stocks previously in the
Down Trend stage have recovered and
migrated to the Improving category

Migration of Beginning of Year "Up Trend" Stocks

UP TREND BREAK OUT IMPROVING ~ DETERIORATING  BREAKDOWN  DOWNTREND

Change from Beginning of Year Proportions Migration of Beginning of Year "Down Trend" Stocks

UP TREND BREAK OUT IMPROVING ~ DETERIORATING  BREAKDOWN  DOWNTREND UP TREND BREAK OUT IMPROVING ~ DETERIORATING  BREAKDOWN  DOWNTREND
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Key Asset Class Performance

After several years of above-average returns, major asset classes remain under some
duress in 2015

EqILJiJ’rri'IQTS as a whole have outperformed fixed income but with significantly greater
volatility

Emerging market equities and commodities have taken the biggest hits YTD

US bonds have not helped much as rates keep fluctuating without clear direction
and YTD returns are barely positive

Currency losses have exacerbated the poor performance of international assets

Asset Class Performance
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Global Regional Performance

» Developed Asia leads the performance pack thus farin 2015. North America is close behind, but in
any case all equity markets remain significantly below historical norms

» The world equity market index remains anchored around a flat return for 2015

»  Emerging market equities have suffered from slowing growth and a commodity bust that
disproportionally affects their economies.

» Latamin particular has been hit by declining growth and currency depreciation. Brazil has been a
basket case.

»  Emerging Europe has performed well in local currency but currency losses tarnish the picture from
the perspective of the US investor

Global Region Performance
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Global Sector Perfformance

Natural resource sectors have shown the worst performance thus farin 2015

Industrials have also done poorly as a significant amount of their business is tied to
the oil and gas industry

Interest rate sensitive sectors have also fared poorly as monetary policy uncertainty
has crept into the equation

More growth oriented sectors such as Tech and Health Care have done much better
this year despite less favorable valuations

Similarly, consumer oriented sectors have benefitted from lower energy costs
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Top-Down Expected Return Methodology

» Conceptual Building Blocks
» Valuation
» Income Generation
» Growth
» Profitability
» Sentiment/Momentum
» 48 individual Countries aggregated into 7 regions
» Developed: North America, Europe, Asia

» Emerging: Latin America, Europe, Asia, Africa & Middle East

» 20 individual Global Economic Sectors
» Factset Sectors, US GICS
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S
Current Valuation, Growth, Income &

Momentum Rankings - Global Regions

Regional Valuation Rankings
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Global Region Summary Views

» We prefer Developed Markets at the moment due to their more
robust growth rate, profitability and lower overall volatility

» North America looks expensive and we recommend a slight
underweight

» Japan continues to be one of our most highly rated markets
despite falling into recession

» Some EM markets appear cheap but suffer from declining
growth and profitability rates

-UNDERWEIGHT NEUTRAL | OVERWEIGHT POSITIVES CONCERNS MACRO SENSITIVITIES

Notth Ametica -D€V€10p€d A Superior Growth and Sentiment Highest Valuation among tegions, low div Yields Timing of Fed actons, strength of USD
EH[0p€ - D€V€10p€d A Tmproving Sentiment & Profitabiliy Rising Valuations & slowing Growth Effctveness of ECB, negative yields
Asia - Developed| A Ressoable Vahatos, improvig Sentiment Low Yieds Lck ofsigiicant GDP growth, defaionaryfores
Latin America -Emergthg A None atthe moment Low Growth and Profitbilty Cortency depreciaton, infaton
Europe -Emetgihg A Very Inexpensive, atractve Yields Below par Growth and Profitbilty Fragile politcs, commodity dependance
Asia- Emetgzhg A Supecior Growth Sttetched Valuatons, Deteriorating Seniment Chinese growth slowdown
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Current Valuation, Growth, Income &

Momentum Rankings - Global Sectors

Valuation Rankings Momentum Rankings
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Global Sector Views

Our top down work now favors, by a slight margin, value oriented sectors

» Some high growth / high profitability sectors such as Technology Services (mostly
Software) exhibit prohibitive valuations resulting in an under-weight recommendation

» Health Technology (driven by Biotech) suffers from a similar problem

has recently moved into the Neutral zone

» While our research will pick up reversals we deem sector calls in the Energy sector as
extremely confrarian and in our opinion as still premature

Commercial Services
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Consumer Services
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Electronic Technology
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Producer Manufacturing|
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Transportation

Sectors benefitting from lower commodity prices merit in our opinion over-
weight positions

» Transportation stands out as an attractive option
Resource oriented sectors rank in our system as clear under-weights, but Energy

Utilities

UNDERWEIGHT NEUTRAL OVERWEIGHT POSITIVES CONCERNS MACRO SENSITIVITIES
A Growth, lower Volatility Valuation
A Superior Yield Low Profitability

A

A

> > >

A

A

Inexpensive, positive Sentiment
Favorable Sentiment, Lower Volatility

Growth profile
Low Valuation

Attractive Gowth
Superior Yield

Superior Yield, above average Profitability
Growth, top Sector
Superior Growth

Inexpensive, yicld

Superior Yield
Superior Profitability
Below average in many categories
Positive Sentiment, Growth
Superior Growth
Superior Profitability, below average Valuation

Yield, low Volatility

Lower than average Growth
Valuation is stretched
Valuation
Low Profitability
Volatile sector
Poor Sentiment, worst Current Growth profile
Spotty Sentiment
Yield could be higher
Expensive

Low Growth

Deteriorating Profitability
Poor Growth
Low Profitability, poor Sentiment
Low Yield

Most over-valued sector

Low Growth

Low growth profile, expandinmg m&a activity
Auto industry dependant,
Secular growth story, less dependant on global growth
Benefits from global consumer resurgence
Depends on unit growth as profitability is low, GDP tied
High long-term growth, becoming more dependant on consumer

Oil glut is expected to remain in place, expect capex and dividend cuts

terest rates in the US, poised for above-average growth|
Will continue to benefit from aging population, EM middel class growth
Great engine of growth but under political pressure to cut prices

Tied in a significant way to capex oil & gas cutbacks, slowdown in China

Commodity meltdown continues, slow global Growth does not help

Cyclical sector suffereing from low growth condistions, excess supply

Slower growth is creating headwinds, conditions of excess supply

Benefits from a resurgence of consumer confidence, cyclical sector

Software is the most over-valued industry, IPO bubble

Primary beneficiary of lower energy prices, benefits from modest GDP

Slow regulated growth, benefits from lower energy input costs
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Current Valuation, Growth, Income &

Momentum Rankings - US Sectors
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US Sector Views

» Our top three over-weight sectors are Consumer Discretionary, Finance and Ufilities

» We particularly like Financials especially as the Federal Reserve starts the process of
yield curve normalization

» Technology and Health Care have dropped into our Neutral category as valuations have
remained on the expensive side

» Software stocks while showing significant growth and profitability are currently over-
valued and are dragging the rest of the sector down in terms of attractiveness

» Similarly biotech stocks stand out as highly over-valued

» Energy stocks have returned to the bottom of the pile as significantly diminished growth and
profitability act as a drag

» Many Energy stocks appear inexpensive prompting some long-term investors to
bottom feed

»  MA&A activity willincrease as financial distress hurts the more leveraged names in the
sector. As a whole we think that the sector willremain volatile and lacks sustained

upside
_ UNDERWEIGHT| NEUTRAL OVERWEIGHT POSITIVES CONCERNS MACRO SENSITIVITIES
Consumer Disctetionary A Positive sentiment, Profitability Stretched Valuations Consumer confidence remains strong, low unemployment
Consumer SMPIC‘S A Valuations are improving a bit Diminishing Profitability Lower input costs are a blessing to the sector
EHé‘tgy Inexpensive Volatile, poor Sentiment, inferior Growth High leverage of smaller operators, capex cuts, div cuts?
Financials A Valuation, lower volatility Higher short-term rates should inally improve p
Health Cate A Superior Growth, Sentiment Diminishing Profitability Presidential cycle in the US provides head winds
Industrials Dependant on global growth & co capex
TerﬂOIOgy A High Growth and Profitability Valuations are significantly stretched M&A is increasing, software is very expensive
Materials A Inexpensive Valuations Low Profitability Global growth slowdown is hurting profitability
Communications Attractive Yields Declining Profitability Yield starved investors create a natural demand
Utilities A Attractive Yields Yield starved investors create a natural demand
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Assessing Bottom-Up Stock Selection Factor

Potentidl

» Stock Selection value add is a function of:

» Skill: Identifying which factors the market will reward at a particular point
in time

» For example, will stocks with lower P/E and P/B outperform in Q42

» Strength of Signal: Measuring the normalized value add of the factor

» For example, the value add of the momentum factor tends to be larger and
more persistent, on average, than the value add from a low volatility factor tilt

» Opportunity: Having enough of a range of factor values to choose from,
l.e., enough factor dispersion to discriminate effectively among stock
picks

» For example, there is a lot more dispersion in profitability readings among
energy stocks compared to the typically clustered analyst recommendations

GLOBAL FOCUS CAPITAL LLC
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Bottom-Up Factor Performance

Methodoloc

» Examines the performance of popular stock selection factors in a universe of 13,000
global equities using YTD and last month equally weighted USD returns

» Each stock is ranked according to its factor value and allotted to a decile

» Returns are presented in raw form as well as adjusted for regional and sector
influences

» We use the Heston & Rouwenhorst (Journal of Financial Economics, 1994)
methodology to provide a higher fidelity signal of true factor performance

» Measures of factor performance use robust statistics to minimize the effect of
outliers

» For single factor comparisons:

» Central Tendency: Medians, Timmed Means

» Dispersion: Median Absolute Deviations (MADM), Interquartile Range (IQR)
» For comparison across factors and time:

» Quartile Coefficient of Dispersion

GLOBAL FOCUS CAPITAL LLC
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Bottom-Up Factor Performance

Methodoloc

» The returns for each of the ten deciles are calculated on an equally weighted
basis both in raw and adjusted (region/sector) form

» We take the top 3 deciles (most attractive) and average their returns and do
the same for the bottom 3 deciles (least aftractive)

» We then take the difference in returns between the top and bottom 3 deciles and
examine whether the factor in question had positive performance

» If the factor behaves as expected (for example cheaper stocks outperforming
expensive stocks) then the portfolio return will be positive

» We also measure the dispersion of factor values in our universe using a
standardized measure that adjusts for volatility and scale differences — this
measure is called the Coefficient of Dispersion

» Greater dispersion indicates greater potential value add from stock picking

assuming that the factor has a positive expected reward (tends to work on average)
and the presence of skill

» Factors with minimal dispersion do not allow for much potential discrimination in
potential future returns
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Popular Stock Selection

Factors

RETURN

OPTIMAL TIME

CONCEPT FACTOR DESCRIPTION RATIONALE IMPLICATION POTENTIAL HORIZON
Valuation PE Price to Earnings Lower is better Cheaper Stocks Outperform High Intermediate
Valuation PB Price to Book Lower is better ! High Intermediate
Valuation PCF Price to Cash Flow Lower is better " High Intermediate
Valuation PS Price to Sales Lower is better ! Medium Intermediate
Valuation EV_EBITDA |Enterprise Value to Ebitda Lower is better " Medium Intermediate
Valuation EV_SALES Enterprise Value to Sales Lower is better " Medium Intermediate
Valuation PEG PE to Growth Lower is better " Medium Intermediate
Capital Structure DEBT_EBITDADebt Coverage Lower is better ! Low Long-term
Capital Structure SHARES_OUT |Changes in Share Count Lower is better |Stocks lowering Share counts Outperform Low Long-term
Anomaly VOLAT Return Volatility Lower is better Lower Volatility Stocks Outpetform Low Intermediate
Anomaly MKT_CAP Market Capitalization Lower is better Lower Cap Stocks Outperform High Intermediate
Profitability P_MARGIN  |Profit Margin Higher is Better More Profitable Stocks Outperform Low Long-term
Profitability N_MARGIN |Net Margin Higher is Better " Low Long-term
Profitability ROE Return on Equity Higher is Better ! Medium Long-term
Profitability ROC Return on Capital Higher is Better " Medium Long-term
Income Generation |DY Dividend Yield Higher is Better Higher Yield Stocks Outperform Medium Intermediate
Capital Structure EQ ASSETS |BS Leverage Lower is better Lower Debt Companies Outperform Low Short-term
Investor Sentiment | TR1Y_USD One Year Stock Return Higher is Better Stocks with Momentum OQutperform High Short-term
Analyst Sentiment  |REC Mean Analyst Recommendation  [Higher is Better |Highly Recommended Stocks Outperform Medium Short-term
Growth EPS_STAB EPS Stability Higher is Better | Stocks with more Stable EPS Outperform Low Short-term
Capital Structure INT GRW Growth in Interest Expense Lower is Better Stocks with less Debt Outperform Low Long-term
Growth CF GRW Growth in Cash Flow Higher is Better Higher Growth Stocks Outperform High Long-term
Growth DIV GRW Growth in Dividends Higher is Better " High Long-term
Growth EPS GRW Growth in EPS Higher is Better ! High Long-term
Growth SALES GRW  |Growth in Sales Higher is Better " High Long-term
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Factor Performance Summary

» Growth and momentum ftilts have worked best thus farin 2015

» Smaller cap stocks have also outperformed (on an equally weighted basis)
» Value strategies have exhibited persevere performance but after adjusting for

regional and sector influences the effect is diminished

» Cash flow and EPS growth factors exhibit the highest dispersion indicating high
potential for stock picking

OPTIMAL TIME

HORIZOIN

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

ILong-term

Long-term

Intermediate

Intermediate

Long-term

Long-term

Long-term

Long-term

Intermediate

Short-term

Short-term

Short-term

Short-term

Long-term

Long-term

Long-term

Long-term

Long-term
—

Price to Earnings

Price to Book

Price to Cash Flow

Price to Sales

Enterprise Value to Ebitda
Enterprise Value to Sales
PE to Growth

Debt Coverage

Changes in Share Count
Return Volatility

Market Capitalization
Profit Margin

Net Margin

Return on Equity

Return on Capital
Dividend Yield

BS Leverage

One Year Stock Return
Mean Analyst Recommendation
EPS Stability

Growth in Interest Expense
Growth in Cash Flow
Growth in Dividends
Growth in EPS

Growth in Sales
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YTD Factor Performance

MEDIAN % RETURN

Growth & momentum factors have worked well this year as have
highly recommended stocks

Valuation factors have had perverse performance with more
expensive stocks out-performing

More volatile stocks have also out-performed as have smaller
cap stocks (on an equally weighted basis)

High dividend yield stocks have underperformed, but dividend
growth filts have been rewarded

USD Return Spread Between Most and Least Attractive Stocks - YITD 2015

Raw Retumns Residual Returns
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Last Month Factor Performance

» The last month proved to be exceptionally rewarding for
momentum investors, but a poor one for valuation oriented
factors

» Higher volatility, non-dividend stocks also showed significant
out-performance

» Growth factors did not seem to have much discrimination
power

USD Return Spread Between Most and Least Attractive Stocks - Last Month

Raw Returns Residual Returns
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Factor Dispersion: Valuation & Momentum

» Valuation oriented factors Valuation Factors - Std Dispersion

do not possess much
dispersion at the moment

» This is not surprising after a
long bull market run

» On the flipside, momentum
factors exhibit high levels
of factor dispersion

» Peak levels of momentum
factor dispersion occur

when using a 12 month Momentum Factors - Std Dispersion
return lookback

» The effects of mean
reversion are seen when
using a 3 and 5 year return
window as universe refurns
become more
compressed

EV_S EV_EBITDA P_CF

12
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Factor Dispersion: Growth & Profitability

» Growth factors are Growth Factors - Std Dispersion
currently exhibiting large
dispersion coefficients

» |In some cases dispersion is
over 2X those of valuation
factors

» Long-term EPS analysts
estimates do not have
much dispersion

LTG EPS EPS_1Y  SALES 1Y [EPS2015 EPS2016 SALES2015 SALES2016

» Profitability factors are also Profitability Factors - Std Dispersion
exhibifing atftractive
dispersion levels, but
clearly inferior to those of
momentum and growth
factors

» Free cash flow margins

offer the widest dispersion
among profitability factors

OP_MAR EBITDA_MAR FCF_MAR

GLOBAL FOCUS CAPITAL LLC
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Factor Dispersion: Trading & Sell Side

Recommendations

> Troding oriented factors Trading Factors - Std Dispersion

such as beta, volatility and
changes in volume do not
offer much discrimination
at the moment

» This result is likely to be
related to the overall low
levels of equity market
volatility

» Sell-side analyst factors
offer more potential in
terms of upgrades-to-
downgrades but mean
recommendation scores
remain significantly
clustered

» Tight distributions of

recommendation scores
are the norm

VOLUME

Sell Side Factors - Std Dispersion

U/DEPS 2015 U/DEPS 2016 U/D SALES 2015 U/D SALES 2016
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Top-Down Regional & Sector Summary Views

» For the global equity investor we recommend overweighting European and Asian developed markets
» We view the more attractive valuations as key

» We also do not see arepeat of USD strength in 2016 despite the almost universal expectation of
rising relative rates in the US

» For globalinvestors we also recommend under-weight exposures in Emerging Markets particularly Latin
America. Emerging Europe is inexpensive but lacks growth

» The commodity meltdown has had a serious negative effect on emerging market economies
which we expect still to be an issue in 2016

» On an economic sector basis we continue to shy away from commodity exposed industries.

» Energy stocks for example, appear inexpensive but we still foresee a lack of growth and
profitability over the course of 2016

» We instead favor over-weight positions in beneficiaries of lower energy costs. Consumers for one
are direct beneficiaries

» We also particularly like the Transportation sector especially in an environment of steady (if not
spectacular) economic growth

» For US investors the target sector allocation looks similar to the global picture with an underweight to
Energy and Basic Materials and target over-weights to Consumer Discretionary, Financials and Ufilities

» We judgmentally like our overweight in Financials as the macro and micro pictures seem to be
aligning in a most favorable manner

» Also, worthy of note is the generally Neutral Technology recommendation both in our Global as well as
US sector models.

» Hardware and services seem to be priced fairly, but certain software segments carry sky high
valuations bringing back memories of the 2000 bursting of the TMT bubble
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Bottom-Up Factor Summary Views

» Ourresearch now favors value stocks by a slight margin over growth stocks
» To some extent our callis tied to our sector views

» Traditional value-oriented strategies are being dragged down by the deteriorating fundamentals of
commodity oriented stocks

» Interms of factor filts we favor an overweight to growth and profitability factors

» As global growth vanes, market partficipants attach a greater premium to those companies growing at
above average rates in a profitable manner

» Growth factors in particular are attractive in terms of the wide dispersion among company characteristics

» We are neutral in terms of momentum filts as we expect global equity markets to become more volatile and a
resumption of risk on/off investor behavior

» Typically momentum strategies perform best in lower volatility environments but our expectation is that as
the Federal Reserve begins normalizing the yield curve the “implied” Fed put will become a distant but
fond memory

» We do not see Valuation oriented factors as the best way to capture risk adjusted returns

» Our asset allocation work currently suggests a tilt toward risky assets for 2016 and while long-term equity
returns are highly unlikely to match historical norms we do not expect an equity market meltdown for 2016

» We view the strategy of filting toward value stocks as providing insufficient downside protection in the
event of a market correction

» We are also pessimistic about the value add of valuation factors in light of the very tight dispersion among
company valuation metrics

»  Finally, while the “Low Volatfility” anomaly has not worked this year, but we think that next year as market
volatility drifts upwards toward historical norms we will see investors driffing toward lower volatfility, larger
capitalization investments
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Key Questions Facing Global Equity Investors

» Are non-US equity investments doomed due to the sirength of the dollar?

» NO, we expect the USD to remain fairly range bound versus the Euro and the Yen during 2016. Emerging
market currencies, however, have more downside in our opinion. We view developed market international
markets as more attractive than domestic equities.

» Will global earnings keep growing?

» YES, but slowly and various regions will be impacted differently. A strong USD will dampen the growth of
many US domiciled export-driven companies. Energy related sales and EPS numbers still possess some
downside, but the worst is probably over.

» Is the commodity rout finally over?

» NO. Markets are still saturated with excess supply and slowing global growth is making matters worse. Expect
commodity related companies to reluctantly start cutting dividends in 2016.

»  Will growth stocks keep out-performing despite their valuations?

» YES., but more selectively. Sky-high software valuations are a big risk if overall market conditions deteriorate
(remember 20002) Biotech is also at risk especially as you go down in market cap.

» Will the trend be your friend in 2016?

» YES, but it will be more distant and there will be some hiccups in the relationship. Momentum as a strategy
works well in most market conditions but especially in lower volatility/uncertainty environments. We expect
a resumption of risk on/off behavior and rising capital market volatility as the Fed raises interest rates in 2016
and we would caution investors to lower their momentum exposure

» What sector is most likely to positively surprise in 20146?

» FINANCIALS in the US. It is always risky to stick your neck out on one idea but nonetheless our research points
to an environment favorable for the sector. H| her short term rates in the US will greatly benefit the sector,
but valuations and profitability are also currently attractive

» Won't the 2016 Olympics bring about an economic recovery for Brazil?

» NOT LIKELY as commodity markets are expected to remain in the doldrums and political unrest seems to be
on the rise. The 2014 World Cup did little to lift the spirits of the nation. Ourresearch still rates Brazilian
equities tfoward the bottom of the barrel. Go long Michael Phelps, but stay short the Bovespal
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Equity Market Profile Summary

NASDAQ S&P 500 INTLEQ EM ALL
Global Focus Capital ~ S&P500 S&P400 S&P6W 100 R0 R300 €D cs EN N HC N IT MA C UT  EAFE DEVNA DEVEU DEVASIA EMEQ LATAM EMEU EMASIA WORLD
1 WEEKRETURN 36 39 45 43 44 36 46 21 51 33 31 22 46 20 29 07 A7 36 29 05 31 21 27 31 29
1MORETURN 84 56 61 112 56 79 91 58 114 62 78 92 108 135 11 11 78 80 12 91 11 61 56 18 19
YTD RETURN 04 19 16 74 38 05 89 04 153 19 27 25 46 1 A7 15 08 42 24 24 20 0 56 1 34 22
RETURN 2014 98 58 369 49 126 97 160 78 152 53 98 201 69 30 290 45 126 51 25 18 20 W6 53 47
RETURN 2013 324 85 413 184 38 336 431 2.1 5.1 3546 413 407 84 2.6 115 132 23 304 24 184 23 132 39 23 34
RETURN 2012 1 179 163 3 163 164 239 108 46 288 119 153 148 150 183 13 119 156 199 146 186 89 %1 212 168
RETURN 2011 ; A7 10 201 42 10 61 140 47 14 127 06 24 98 63 199 A7 06 05 36 82 1 B3 12 £9
RETURN 2010 2.6 2%23 546 %9 169 7 14 05 121 29 2% 102 02 19 55 82 16 45 161 192 149 171 194 132
CURRENT VOLATILITY ] 124 137 149 145 12 126 106 204 134 143 146 153 155 138 144 125 12 141 126 154 238 %2 146 11.6
REL STRENGTH } 383 a1 37 428 413 401 37 413 418 444 489 44 500 353 33 481 4038 42 564 33 413 416 409 417

DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN

TECHNICAL STAGE IMPROVING TREND TREND BREAKOUT TREND IMPROVING | UP TREND TREND TREND IMPROVING TREND IMPROVING BREAKOUT IMPROVING TREND TREND IMPROVING IMPROVING IMPROVING IMPROVING TREND TREND TREND IMPROVING  IMPROVING
INCOME (YIELD) 19%  16% 4% 08%  15% 1% | 13%  25%  34%  20%  15% 2%  13% 2%  4T%  38% | 0% 20% | 3% 3% 26% 2%  58%  22% | 24%

GROWTH IN INCOME 2015 10.3% 18% 54% 14.6% 10.9% 10.8% 15.3% 13.0% 4.9% 19.4% 10.6% 12.1% 6.6% 0.0% 32% 4% 11% 8.1% 14% 13% 69%  -266%  -Al% 42% 41%
GROWTH IN INCOME 2016 59% 33% 29% 12% 12% 5.1% 51% 40% 33% 9.1% 8.1% 59% 8.0% 20% 20% 4% 5.8% 5.2% 6.1% 64% 63% 35% 10.4% 6.1% 6.1%
GROWTH IN INCOME 2017 1.7% 9.6% 58% 35% 10.4% 8.2% 8.5% 7.5% 44% 12.7% 7.0% 8.5% 4.5% 64% 23% 5.4% 18% 71% 8.6% 7.5% 10.3% 18.2% 12.0% 9.7% 1.7%

P/E 171 186 199 196 179 151 171 201 16.6 137 204 183 18.6 165 264 170 155 1.1 175 21 172 146 2.0 121 129
NIMP/E 16.6 171 180 190 188 41 190 194 21 128 16.1 158 170 159 124 15.6 151 172 16.7 305 16.1 144 179 125 130
P/B 27 23 20 45 21 26 46 49 16 12 38 37 41 32 35 17 16 25 18 14 14 15 21 16 21
EV/EBITDA 1.9 10.8 111 125 133 120 1.5 124 8.0 16.1 13.6 104 1.5 9.3 8.6 93 132 122 135 119 10.1 1.0 17 1.2 125
PEG RATIO 16 17 16 13 19 17 12 2.5 9.3 12 16 1.6 14 19 19 33 19 17 19 18 11 12 12 10 17

LTG EPS 10.9% 10.7% 12.6% 15.7% 13.4% 11.0% 174% 8.2% 29% 118% 11.3% 10.2% 12.8% 9.3% 70% 49% 8.3% 11.1% 89% 8.6% 1% 12.2% 13.5% 13.5% 9.8%
GROWTH IN EPS 2015 0.0% 0.0% 4% 1.2% 36% 0.5% 12.3% 11% 599%  14.6% 10.3% L% 3.5% -5.8% 10.5% 0.8% 0.5% -0.6% 0.3% 23% 1% -210% -6.1% -3.6% -19%
GROWTH IN EPS 2016 8.6% 9.7% 145% 11.8% 20% 9.5% 15.4% 5.9% 13% 8.3% 9.9% 52% 9.5% 12.3% 30% 3% 1.1% 10.7% 8.5% 9.1% 10.6% 2.1% 15.8% 10.8% 9.2%
GROWTH IN EPS$ 2017 12.1% 12.6% 14.6% 12.7% 20.6% 12.9% 13.8% 8.5% 50.5% 9.6% 11.8% 10.9% 10.0% 15.3% 48% 42% 10.3% 12.9% 1.9% 8.8% 13.1% 17.4% 15.7% 14.2% 11.4%

GROWTH IN SALES 2015 29% 0.4% 2% 8.4% 6.4% 21% 32% 14% 330% 0% 8.8% 4.6% 55% -10.4% 1.6% 2% -38% -5.6% -4.6% 0.8% -11.0% -8.6% -6.5% 5.1% -8.0%
GROWTH IN SALES 2016 48% 50% 3% 18% 6.0% 51% 63% 40% 27% 42% 19% 24% 51% 29% 13% 12% 3% 54% 31% 33% 6.8% 12% 91% 8.2% 43%
GROWTH IN SALES 2017 44'% -14% -13.8% 5.2% 9.1% 23% 5.7% 18% 10.2% 44% 6.3% 23% 20% 47% 1.2% 35% 34% 1.6% 38% 22% 1.7% 1.7% 4.2% 8.8% 43%

ROE 14.7% 1.2% 8.1% 20.3% 5.8% 13.2% 23.3% 245% 14% 8.7% 17.6% 203% 20.7% 19.5% 1B.1% 9.7% 9.9% 12.4% 10.3% 9.0% 11.5% 8.1% 14.6% 13.1% 122%
NET MARGIN 9.6% 5.6% 42% 13.6% 32% 8.4% 8.0% 6.3% 54% 14.5% 8.5% 8.1% 18.6% 8.8% 5.6% 9.5% 6.5% 19% 6.1% 6.7% 8.8% 54% 14.4% 9.6% 8.5%

GROSS MARGIN 314% 252% 23.8% 42.3% 25.6% 30.2% 317% 28.1% 14.0% 145% 33.3% 282% 498% 213% 24% 25.9% 23.8% 30.1% 22.6% 245% 24.0% 21.9% 26.5% 209% 212%
CHANGE IN GM 2015 09% 15% 1.0% 25% 11% 15% -1.5% 0.2% 63% -19% 19% 0.6% 23% 4% 18% 19% 1.8% 25% 09% 0.1% 04% 5.1% 0.7% 15%
CHANGE IN GM 2016 04% 0.1% 0.6% 03% 0.7% 0.2% 0.3% 0.1% -1.8% 0.7% -1.8% 0.0% 0.8% 20% 13% 0.0% 0.2% 0.2% 0.3% 0.0% 03% 0.3% 0.1% 0.2%
CHANGE IN GM 2017 1.0% 0.8% 3.3% 0.9% 25% 11% -3.8% 16% 3.2% 14% 0.7% 29% 0.3% 0.4% 0.5% -0.1% -0.1% 0.4% -0.2% 0.4%

DEBT TO EBITDA 11 20 20 0.2 28 14 12 17 15 1.0 11 -1.1 17 25 41 16 1.6 14 23 14 29 11 14 13
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Top Equity Market Profile

United South United South

GlobalFocusCapital Australia  Belgium Brazil Canada  Switzerland ~ China Germany  Denmark Spain France Kingdom  Hong Kong  Ireland ltaly Japan Korea  Netherlands ~ Norway Portugal Russia Sweden  Singapore Taiwan States Africa

1 WEEKRETURN 17 01 0.3 -6 14 -6 -3 -3 -24 -28 08 -26 19 51 -29 -35 60 45 -26 -35 41 31 58
IMORETURN 62 89 54 46 43 11 98 03 16 16 6.1 84 21 23 44 9.1 15 89 6.1 0 68 54 16 6.2 11 6.6
YTD RETURN 139 8.1 -36.6 205 19 363 09 167 5.6 29 30 54 2! -23 102 119 22 63 98 10 129 11 -136 -100 -15 191

RETURN 2014 35 40 140 0.7 A2 368 92 56 58 6.5 50 8.0 -120 362 110 -28 6.5 -5.6 -16.1 -29.6 414 -5.6 3 54 18 48
RETURN 2013 33 264 156 65 286 152 31 366 324 310 25 44 49 -8.6 20 23 31 31 142 25 -16 23 29 141 342 -6.5
RETURN 2012 21 368 39 9.6 210 49 307 91 60 20 181 4.6 45 23 174 14 200 29 198 11 115 M3 333 184 165 199
RETURN 2011 Rik 17 1 214 110 182 90 167 5.1 110 41 -38.0 <211 102 94 125 113 -8 43 -15.6 -164 -219 0.1 141
RETURN 2010 . . -1 121 -5.9 79 35.3 183

CURRENT VOLATILITY
REL STRENGTH . . . . 350

428 438 335 350 441 40.1 382

DOWN DOWN DOWN BREAK DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN DOWN

TECHNICAL STAGE BREAKOUT ' IMPROVING TREND TREND IMPROVING TREND DOWN TREND TREND TREND IMPROVING TREND TREND TREND BREAKOUT  TREND TREND TREND TREND TREND TREND TREND TREND IMPROVING ~ TREND

INCOME (YIELD) 28% 40% 3% 26% 08% 24% 15% 4% 21% 33% 2% 0.8% 14% 26% 17% 10% 2% 45% 34% 40% 31% 35% 39% 20% 32%

GROWTHININCOME 2015 |e¥¥] 29% % 43% 3% 98% 35% W4h 1% 1% 28% O3 34 03% 94% 22% B3 N3 8% 132% 5.0% 0.8% -L3% 16.2% 96%  -13.0%
GROWTH IN INCOME 2016 35% 21T% 20% 32% 1% 17.6% 9.3% 128% 6.9% 39% 44% 5.1% 211% 9.6% 14.5% 9.3% 9.1% 12% 0.3% 13% 10.7% 1% 45% 52% 5.6% 10.8%
GROWTH IN INCOME 2017 6.1% 8% 18.9% -3.0% 9.3% 10.8% 12.1% 6.1% 6.1% 10.6% 9.7% 41.6% 16.5% 16.6% 8% 54% 9.5% 18% 6.1% 13.6% 1.1% 10.3% 45% 8.3% 10%

P/E 149 184 9.0 162 185 20 144 191 171 167 157 9.1 26 188 194 153 138 163 17 165 11 160 133 124 17 147
NIMP/E 153 192 98 156 175 0.1 142 12 156 155 156 94 191 159 163 149 1.6 159 132 145 59 158 132 128 13 150
P/B 17 2 10 16 28 32 17 29 15 16 18 11 26 25 13 14 12 21 13 13 08 24 13 16 26 22

EV/EBITDA 20 123 121 187 29 13 132 206 146 123 15 183 148 164 145 99 119 19 131 64 n1 136 9.0 122 11
PEG RATIO \ 33 12 18 25 14 15 15 16 29 13 09 11 14 16 10 13 35 17 04 15 19 20 17 13
6.1% 9.6% 9.8% 11% 16% 12.7% 11.6% 105% 5.5% 19% 25.5% 16.9% 142% 106% 134  138% 39% 10.7% 14.6% 122% 14% 68% 1% 129%
INEPS 2015 A33% 2% 298%  65% A% 14.0% 8.3% 19.0% 1B.3% 6% 8% 4% 238% 18% 438% 1.3% 13.6% 283  28%  423%  B2%  155% AT 0.5% 0.5% 138%
GROWTH IN EPS 2016 6.9% 45% 2% 20.10% 9.6% 0.1% 16% 129% 8.7% 9.5% 68% 6.9% 123% 02% 18.4% 10% 132%  106% 5.6% 16.4% 13.3% 98% 8.5% 5.3% 99% 14.0%
GROWTH IN EPS 2017 94% 6.1% W.T%h 8.4% 05% | 222% 10.2% 123% 12.0% 11.5% 140%  12.0% 104% 18.7% 16.0% 8.5% 108%  143% 10.3% 1.3% 25% 8.7% 9.7% 9.6% 133%  WTh

GROWTH IN SALES 2015 124% 5.1% A% 4% 3% 94% 33% 0.3% 1% 9% A% 4% 8.5% 32% 40% 2%  20T% 6T AT18% 8% 293% 9.0% 3.6% 3% S0% 5%
GROWTH IN SALES 2016 33% 3% 9.9% 6.5% 32% 13.6% 25% 38% 34% 29% 3% 8.1% 9.5% 16% 25% 33% 4.6% 45% 3% 3.6% 6.0% 34% 5.1% 16% 5.3% 8.6%
GROWTH IN SALES 2017 42% 16% 8.0% A26%  34% 60% 26% 28% 42% 26% 32% 8.1% 0.5% 02% 39% 13% 41% 10% 11% 8.1% 11.1% 29% 13% -L9% 25% 41%

ROE 10.7% 10.7% 13% 79% 9.5% 9.7% 11.4% 13.7% 8.2% 84% 9.7% 1% 10.0% 12.0% 3% 8.6% 13% 16% 94% 41% 94% 14.6% 8.8% 12.1% 129% 148%
NET MARGIN 9.5% 9.3% 53% 2% 15% 6.5% 53% 9.8% 6.7% 4% 5% 102% 0% 6.6% 21% 5.0% 42% 52% 11% 22% 8.8% 9.5% 1.0% 6.6% 8.0% 9.9%

GROSS MARGIN 2.3% 323% 1.9% 2% 393% 18.9% 2.9% 381% 238% 219% 198%  20.6% 218% 28% 15.6% U1'% 87%  226% 198% 109% 402% 21.8% 2.9% U 04%  250%
CHANGE IN GM 2015 0.0% 14% 11% 0.8% 0.3% 0.0% 04% 0.1% 104% 8.1% 0.6% 11% 0.0% 5.1% 42% 18% 19% 17% 48% 4.6% 1% 0.0% 6.5% 0.0% 20% $.1%

CHANGE IN GM 2016 4% 0.6% 0.0% 04% 0.0% 0.6% 0.5% 0.0% 0.2% 0.0% 0.1% 0.0% 04% 0.6% 5% 0.7% 0.0% -16% 0.5% 14% 0.6% 11% 0.3% 0.2% 0.3%
CHANGE IN GM 2017 0.8% 0.0% 0.0% 20% 0.0% 10% 16% -20% -15% 04% 0.1% 0.0% -16% 1.2% 0.2% 0.3% -13% 1% .7% 0.0% 04% -19% 0.5% 04% 10%
DEBT TO EBITDA 20 20 33 27 09 0.9 0.1 29 16 15 19 09 18 19 21 15 19 14 31 11 17 30 0.2 16 10
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Global Economic Sector Profile

Consumer
Commercial Comm Consumer Non- Consumer Distribution  Electronic Energy Health Health Industrial ~ Non-Energy Process Producer Technology

Global FOCUS Capiml Services Services Durables Durables Services Services Technology  Minerals Finance Services Technology Services Minerals Indus tries Manuf Retail Trade Services Transport Utilities
1WEEKRETURN 1.9 20 -19 -15 24 -1.8 34 5.2 22 31 21 -4.0 37 0.9 -12 4.1 29 -1.8 -1.5
1MORETURN 6.0 5.1 10.7 71 9.2 11 9.6 10.5 6.9 2.3 6.8 8.4 8.6 1.8 1.2 50 1.5 6.9 54
YTD RETURN 58 0.4 33 6.9 23 11 2.1 -16.0 34 5.2 6.9 -144 204 6.6 37 31 13.8 -1.7 -1.0
RETURN 2014 14 15 0.1 58 32 53 18.3 -15.7 12 223 17.7 -2.4 6.3 34 4.2 2.8 55 158 132
RETURN 2013 378 175 24.3 16.6 42.0 185 30.5 5.3 18.6 327 374 184 -15.8 15.0 21.3 231 42.2 26.8 9.8
RETURN 2012 20.7 9.8 25.2 19.0 247 10.7 14.3 5.1 287 16.8 20.2 132 6.5 14.8 17.2 19.8 15.7 14.7 3.6
RETURN 2011 9.0 15 -17.3 6.0 -15 -11.6 -11.1 5.7 -19.2 114 38 -109 -29.7 -14.6 -19.1 -11 -4.1 -14.1 -9.5
RETURN 2010 17.4 12.1 24.6 21.1 25.4 18.0 15.6 124 8.1 12.8 7.4 22.4 22.5 28.1 30.8 214 15.3 17.8 0.7
CURRENT VOLATILITY 114 10.9 13.0 9.8 12.1 11.6 14.8 20.1 12.0 12.1 12.6 16.2 17.5 13.7 14.3 10.7 14.5 11.8 10.9
REL STRENGTH 423 36.1 45.3 423 43.9 424 46.4 37.0 4.0 36.7 46.2 331 33.3 57.5 56.3 334 53.0 2.8 35.3

DOWN DOWN DOWN DOWN DOWN DOWN DOWN
TECHNICAL STAGE IMPROVING TREND IMPROVING IMPROVING IMPROVING IMPROVING IMPROVING TREND IMPROVING TREND IMPROVING TREND TREND IMPROVING IMPROVING TREND BREAKOUT IMPROVING TREND
INCOME (YIELD) 17% 3.7% 17% 21% 1.6% 21% 1.8% 3.5% 2.7% 0.9% 1.6% 31% 3.0% 1.9% 17% 1.6% 1.0% 1.8% 3.4%
GROWTH IN INCOME 2015 3.3% 5.5% 7.5% 5.8% 0.0% 9.6% 12.5% -14.8% 19% 14.4% 10.7% -1.6% -17.6% 11.6% 1.7% 10.2% 9.3% 13.7% -14.5%
GROWTH IN INCOME 2016 6.1% 2.5% 13.1% 7.4% 172% 5.2% 8.5% 2.2% 1.7% 9.2% 5.3% 1.1% 0.1% 6.9% 1.1% 2.3% 9.1% 8.3% 4.9%
GROWTH IN INCOME 2017 12.2°% 5.5% 13.0% 8.6% 7.5% 8.7% 9.2% 8.3% 8.8% 6.4% 9.1% 10.8% 21.0% 8.9% 11.2% 10.1% 11.9% 10.2% 6.4%
P/E 22.1 18.3 129 219 20.7 15.6 16.5 13.2 14 210 235 16.6 15.0 18.0 185 19.6 242 152 14.6
NIM P/E 18.3 16.1 11.6 213 20.7 13.5 151 16.2 10.9 18.4 20.5 18.0 172 15.2 16.2 20.6 215 141 13.9
P/B 35 21 17 4.2 34 1.6 2.9 11 12 3.3 41 17 11 2.3 2.1 34 41 21 14
EV/EBITDA 12.6 71 8.9 14.2 1.9 1.8 9.9 6.9 212 114 17.7 10.5 8.4 11 1.8 120 154 9.6 9.5
PEG RATIO 1.7 24 1.2 2.6 1.7 14 52.1 1.2 1.2 1.9 2.6 1.5 15 1.7 1.4 1.6 1.2 2.7
LTG EPS 124% 1.2% 10.8% 9.0% 13.7% 10.0% 12.0% 0.3% 10.1% 17.0% 11.8% 7.4% 14.5% 11.8% 11.2% 15.9% 14.8% 13.8% 5.3%
GROWTH IN EPS 2015 9.5% 7.6% 5.4% 2.2% 6.4% 12.0% 4% -47.0% 1.7% 11.3% 8.6% 21.0% -35.8% 13.2% 2.3% 4.7% 3.9% 28.8% 2.6%
GROWTH IN EPS 2016 12.7% 8.1% 15.8% 9.2% 17.4% 12.2% 10.2% 14.6% 7.0% 15.5% 12.8% 11.9% 33.9% 13.5% 16.8% 12.3% 13.4% 10.5% 1.8%
GROWTH IN EPS 2017 12.6% 10.0% 121% 9.9% 14.1% 11.2% 11.5% 36.6% 9.9% 13.5% 15.2% 16.3% 34.0% 12.3% 14.0% 13.6% 14.8% 10.3% 6.8%
GROWTH IN SALES 2015 0.5% 0.7% 4.3% 0.9% -3.9% -5.4% 2.3% -29.9% 3.4% 10.1% 3.7% -8.8% -10.4% 3.7% -1.0% 13% 7.6% -2.1% -2.6%
GROWTH IN SALES 2016 5.7% 4.7% 5.4% 5.0% 6.7% 5.7% 4.9% 4.9% 5.7% 9.2% 1.8% 4.6% 4.3% 51% 51% 5.5% 1.9% 51% 2.3%
GROWTH IN SALES 2017 2.9% 2.9% 34% 0.2% -0.8% 0.8% 0.0% 9.8% 2.0% 74% 6.1% 3.7% 4.5% 0.5% 2.2% 4.0% 2.4% 3.3% 11%
ROE 13.8% 102% 12.4% 18.4% 14.7% 10.0% 162% 6.0% 9.6% 14.4% 14.0% 8.5% 44% 10.9% 10.0% 14.0% 17.0% 12.5% 8.6%
NET MARGIN 55% 7.0% 5% 94% 94% 20% 85% 3.1% 12.2% 42% 14.6% 3.9% 3% 5.5% 5.5% 3% 122% 63% 63%
GROSS MARGIN 26.3% 35.7% 22.9% 39.4% 36.4% 10.8% 26.9% 13.7% 22.7% 60.0% 13.8% 15.6% 21.0% 22.7% 24.9% 44.2% 18.6% 19.5%
CHANGE IN GM 2015 2.2% 0.7% 0.6% 0.4% -1.2% 0.5% 0.1% 1.8% 12% -0.3% 24% -0.6% 3.0% -0.3% 0.4% 1.0% 3.2% 3.4%
CHANGE IN GM 2016 0.1% -0.6% 0.4% 0.0% -0.5% -0.2% 0.1% -0.9% 2.0% 0.0% -0.4% 0.8% 0.2% 0.5% 0.2% 0.6% -1.5% 0.0%
CHANGE IN GM 2017 1.0% 1.5% 0.0% 14% 0.1% 0.3% -1.1% 14% -0.8% 1.1% 1.5% 0.7% 0.1% 2.1% -1.9%
DEBT TO EBITDA 1.3 1.7 0.4 14 1.9 3.3 -0.5 1.6 2.3 0.7 3.0 2.4 17 12 1.0 0.4 2.2 3.9
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