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100 ldeas Levered to the Housing Recovery

Housing market fundamentals remain constructive with a pick-up in demand,
tightening supply, high affordability, low household leverage, and easing credit
standards. Taken together, we believe these are likely to be drivers of an
outperformance of equities levered to the housing recovery. In this report, we identify
100 such companies with direct or indirect exposure to housing from a diverse list of
industries — the mix ranges from the obvious Homebuilders and Building Products to
derivative plays in Durables, Retail, and Financials, see Figure 3. After more than six
years into this recovery, we believe there are few opportunities in US equities that
offer stronger growth and cheaper valuation than housing.

Key variables for housing recovery — the job market continues to strengthen,
consumer confidence remains elevated, level of interest rates remains relatively
low and risk to housing from rising rates should remain contained over the
coming quarters. We recognize housing is interest-sensitive and the Fed is about to
embark on a tightening campaign. However, long rates which matter more for housing
are already pricing in Fed rate hikes. Even if the Fed surprises by tightening faster than
what the market anticipates, |.P. Morgan expects to see a curve flattening and
conventional mortgage rates should not move nearly as much as the funds rate.

Historically, bear flatteners are not associated with negative performance for housing
stocks. As shown in Figure 34, homebuilders have outperformed the market during
bear flatteners. On the contrary, bear and bull steepeners carry worse implications for
performance, underlining the importance of long rates for the housing market.

J.P. Morgan Economists expect residential investment growth of 8% this vear and
T% in 2016. Despite the 63% increase in residential investment from $366b at the
bottom (3Q10) to $595b, current activity remains depressed at 3% of GDP (vs. 4.7%
avg since 1949). Outside of key macro level data suggesting significant residential
investment growth, commodities linked to housing are rising and the recent search
trends point to an improvement in homebuyer interest (see Figure 22). The following
drivers bode well for a continued recovery and growth in residential investment:

» Demand: should firm on strong labor market trends (declining unemployment
rate + expected rise in wages)., high consumer confidence, stronger household
formation, and low vacancy rates. Since the start of the recovery, the economy has
created more than 11 million net jobs with the unemployment rate approaching 5%
This combined with near-peak consumer sentiment is encouraging household
formation. Due to the severity of the last recession, we believe there is pent-up
demand for housing, with household formation at a deficit of around 5 million, see
Figure 20. Also, buying vs. renting is becoming increasingly more attractive with the
median home price to rent ratio at the lowest level in 15 years, see Figure 32.

* Supply: tighter with new and existing home inventory sharply lower. The
existing home supply declined from —4 million units at peak to 2.3m recently, which
is similar to levels seen prior to the housing boom. As for new home inventory, the
supply is even tighter at 215k units compared to 570k at last peak and 300k prior to
the last housing boom, see Figure 23. If adjusted for population growth, the current
supply picture looks even more constructive.
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# Credit: household balance sheets at best level in more than a decade as lenders easing standards. During this recovery,
households have significantly delevered, with current household debt at the lowest level in more than 10 vears and mortgage service
ratio at an all-time low, see Figure 36. Also, a higher percentage of homebuyers are likely to qualify for a morgage loan with more
lenders easing rather than tightening credit standards. And for some, credit scores should be improving as foreclosure related hits on
credit reports cycle through after 7 years on record.

* Value: compared to most asset classes, relative valuation more attractive for housing. Residential homes sell at a discount to
equities, gold, and oil (i.e., it takes 137 units of S&P 300 index to purchase a median priced home in the US, which is a 48%, discount
to its long-term median of 260 units, see Figure 39). Even after the recent decline in commodities, Homes are a cheaper hard-asset
alternative to Gold, see Figure 40.

# Risk: rising home prices to household income ratio and higher rates a concern. While the job market outlook has improved
homebuyer sentiment, the tepid rise in household income (+5% since 2010) compared to a more significant rebound in home prices
iup 34% from the low) is a risk to a more robust housing recovery, in our view. Consequentially, the new single-family home price to
household income ratio has risen to near record (5.4 vears vs. 4.0 median since 1960), see Figure 42,

Also, as the Fed begins to raise rates, this could be a further negative for affordability given that every 30bp increase in mortgage
rates is equivalent to roughly 5% increase in home prices. However, we feel that the most likely scenario is a bear flattener under
which the mid-to-long portion of the curve (which is more important for mortgage rates) is less affected.

Housing stocks enjoy stronger fundamentals with domestic exposure at a cheaper multiple than the market: growth at a
reasonable price. After more than six years into this recovery, we believe there are few opportunities that offer stronger growth
and cheaper valuation than housing. In fact, if housing stocks were a unique GICS sector, it would offer the strongest eamings
growth and second cheapest valuation. Based on consensus estimates, housing stocks are expected to grow earnings by roughly 50% vs.
30% for S&P 1500 companies during 2005 through 2006, As for valuation, we believe the domestic linked housing sector does not
deserve multiples inline with the cheapest Materials sector, which has meaningful exposure to China.

* Improving sentiment implies that investors no longer view housing as toxie and there could be additional accumulation by
institutional investors. Whether yvou gauge the sentiment by the Street’s analyst ratings or short interest, housing stocks have seen
market participants slowly tum more constructive. Housing stocks have an elevated short interest as %o of float (4.6% current vs. 17%
at peak) compared to rest of the market at 3.6%, see Figure 10. The Street's sentiment has also been improving with the average
stock rating now similar to the rest of the market, see Figure 11.

* Higher revenue growth and margin expansion is expected to drive double-digit earnings growth. Housing stocks on average
offer stronger revenue growth between 3-6% in the coming quarter compared to low single-digit growth for S&P 300 (ex-energy).
This combined with margin expansion is expected to drive double-digit eamnings growth in the upcoming quarters.

« Significant margin expansion: the Street is expecting significant expansion for housing with net margins expected to increase from
6.4%, (last four quarters) to 7.1% over the next four quarters (30)15-2016), see Figure 30. Based on estimates, margin expansion is
expected to be driven by declining commodity prices while SG&A expenses are expected to rise.

# Shareholder vield now near 5%, higher than S&P 500. Perhaps due to the uneven growth and highly cyelical nature of most
companies levered to housing, the shareholder yield has been volatile. In the last twelve months, the total shareholder }deld increased
to 4.7%, which is higher than the S&P 300 at 4.1%, which is attractive for yvield-seeking investors in a scarce vield environment.

J.P. Morgan US Housing Basket (JPAMHOUS <Index>): a preferred way to play the recovery in housing. The J.P. Morgan US
Housing Basket is composed of a diversified portfolio of companies that have direct or indirect exposure to the US housing market
and should benefit from the continued pick-up in residential investment. Basket constituents are screened for liguidity (trade at least
S108 ADVY, and include direct beneficiaries of housing (e.g., Homebuilders, Building Products) as well as derivative industry plays
{e.g., Durables, Retail, Financials). The basket contains 65 names. and the weights are optimized to replicate as closely as possible to
an equal-weighted basket, subject to a maximum of 10% of ADV traded in any single name within a $100M basket. The basket can be
accessed on Bloomberg via ticker IPAMHOUS <Index>.

» Basket Performance: An examination of hypothetical performance shows the basket — IPAMHOUS <Index> - would have returned
+17.7% on an annualized basis over the last three years, narrowly outperforming the S&P Homebuilders Select Industry Index
(SPSIHOTR Index), which returned +17.3% over the same period. The correlation of the basket to the SPSIHOTR Index is 93%, and
the recent 6M realized volatility of the basket is 11.9% (the realized volatility of the SPSIHOTR Index over the same time frame is
more than 2 vol points higher at 14.1%).
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Equities Levered to a Recovery in Residential Investment

Housing market fundamentals remain constructive with a pick-up in demand, tightening supply, high affordability,
low household leverage, and easing credit standards. Taken together, we believe these are likely to be drivers of an
outperformance of equities levered to the housing recovery. In this report, we identify 100 such companies with direct or
indirect exposure to housing from a diverse list of industries — the mix ranges from the obvious Homebuilders and Building
Products to derivative plays in Durables, Retail, and Financials, see Figure 3. We recommend investors gain exposure to
housing stocks for their growth at a cheaper valuation.

Figure 1: Residential Construction as % of GDP Figure 2: Residential Construction
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Figure 3: Industries Tied to Housing
See Figure 12 through Figure 14 for a full list of 100 ideas tied to the housing recovery
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A diverse list of industries tied to a recovery in housing. In this report, we dentify approximately 100 companies that
have direct or indirect exposure to US housing and should benefit from the continued pick-up in residential investment (see
Figure 12 - Figure 14 for a full list). As shown below, the housing plays range from direct beneficiaries of housing (such as
Homebuilders, Building Products, and Land Plays) to derivative industry plays (e.g., Durables, Retail, Financials, ete).

The housing plays that we identified have a combined market cap of $592b and represent 3% of total market. As shown in

Figure 5, these companies offer significant sector and industry exposure.

Figure 4: Sector Breakdown:; Housing Composite

Figure 5: Industry Breakdown: Housing Composite
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A lost decade for housing equities. Over the last ten years, housing stocks have sharply underperformed the market due to
poor demand (low houschold formation) and excess supply (foreclosure homes). As shown in Figure 6 below, the peak to

trough decline for housing stocks was -89% (similar to Nasdaq composite decline).

In absolute terms the recovery in housing stocks has been strong (+374% from the bottom vs. +218%, for S&P 1500), but it
15 still 47% below its all-time high in 2005, We believe hrousing stocks ave likely to outperform the market over the next
several guarters due to stronger relative growth and cheaper valuation, as discussed in the next section

Figure 6: Performance: Housing Composite vs. S&F 1500
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Growth at a Reasonable Price? After more than six vears into this recovery, we believe there are few opportunities
that offer stronger growth and cheaper valuation than housing. After multiple years of underperformance, housing
stocks trade at a significant discount to the market even with stronger expected growth than rest of the market.

¢ If housing were a unique GICS sector, it would offer the strongest earnings growth and second cheapest valuation.
Based on consensus estimates, Housing stocks are expected to grow earnings by roughly 50% over a two-year period —
this 15 stronger than the organic growth sectors (Healtheare and Technology) and the lower o1l price beneficiary

(Discretionary). As for valuation, the multiples are as depressed as Materials, which is tied to the slowdown in China
while housing is largely a domestic play.

Figure 8: Valuation: P/E (2016) Figure 9: Expected Eamnings Growth: 2014-2016
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Improving sentiment implies the sector is no longer toxic. Whether vou gauge the sentiment by the Street’s analyst
ratings or short interest, Housing stocks have seen improvement in sentiment by market participants. Housing stocks have
higher short interest as % of float (4.6% current vs. 10-Yr median of 5.0%) compared to rest of the market (3.6% vs. median
of 3.4%), see Figure 10. The Street’s sentiment has also been improving with average stock rating now similar to rest of the
market {Bloomberg Mean Rating: 1= Strong Buy; 4= Sell). This implies that the sector is slowly normalizing and less
fikely to be viewed as toxic by investors and could see continued accumulation.

Figure 10: Investor Sentiment: Short Interest as % of Float Figure 11: Street’s Sentiment: Average Stock Rating
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Equity Plays Levered to Housing Theme: in the tables below, we identified housing-related stocks levered to a pick-up in residential investment.

Figure 12: 100 ldeas Levered to Housing Recovery (continues to next page)
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Figure 13: 100 ldeas Levered to Housing Recovery (continues to next page)
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Macro Drivers: Demand, Supply, Affordability, Credit

Housing Demand: firming on strong labor market (declining unemployment rate + rising wages), high consumer
confidence, improving demographic trends (household formation), and low vacancy rates

¢  The US economy has now entered its 37" month of =100k job creation. Since the start of the recovery (3Q09), the
economy has created more than 11 million net jobs with the unemployment rate approaching 5%.

+  Wage inflation has a positive spill-over effect on consumer outlook and housing demand. The decline in the
unemployment rate is likely to push real wage growth and forward expectations higher (Figure 16).

Figure 15: 58 Straight Months of Job Creation
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=  Both University of Michigan Consumer Sentiment and Conference Board Consumer Confidence are confirming
robust consumer sentiment—holding near best levels seen during this expansion.

*  Homeowner and rental vacancies are sharply lower. Due to the severity of the last recession and tighter credit
compared to prior recoveries, rental vacancies rates have declined to the lowest levels since the mid-1980s. The
homeowner vacancy rate declined to 1.8% from a peak of 2.9%; as the excess foreclosure supply was mmitially absorbed
by all-cash investors and more recently by first-time homebuyers.
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*  Even prior to the Great Recession, the household formation trend was under pressure due to declining

atfordability. And after the start of the recession, this trend accelerated as the unemployment rate for 25-34 year olds
surged to over 1004, Figure 20.

#  This resulted in a decline in headship rate with a rising percentage of 25-34 vr olds living at home with parents.
As the memories of the last recession fade and the availability of jobs and rising wages improves overall confidence,
this population group could be a significant driver of household formation.

¢  Houschold formation remains significantly below the long-term trend with a current “deficit™ of 5.2 million
households. As noted by JPMorgan Economists (Bental demand continues to soar), the recent household formation
trend has been more encouraging: “Houschold formation had been unusually weak through the first several years of
the expansion, growing at only about 0.6% per year or half its pre-recession trend. But the number of households,
measured as the number of occupied housing units, surged in 40014 and has held a stronger trend through the latest
reading. The number of houscholds in 2004 was up 1.1% ar and | 4%ova”

Figure 19: Headship Rate Down as Young Adults Live at Home Figure 20: Household Formation Below Trend Since 2005
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=  Demographics support an increase in housing demand over the next 15 years (20015-2030). A pick-up in younger
cohort of the working age population (ages 25-49) as a percentage of total working population (ages 25-64) is
projected by the UN, see Figure 21. We seem to be at an inflection point in housing demand sinee the younger cohort
15 more likely to drive housing formation.

*  Google Searches confirm similar improvement in housing trends. Based on keyword scarches such as “Buying a
Home", *“Title Insurance™, “Home Price” and “First Home™, there has been a pick-up in interest for all things housing.

Figure 21: Demographics Support Increased Housing Demand Figure 22: Google Searches Confirms Similar Trends in Housing
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Housing Supply: supportive with months of supply and starts/permit activity well below historical trend

» Existing and New Homes for Sale and Months Supply rose for several years before peaking at 570k ("06) and 12.2
months {"09), respectively. Since the peak, however, the months supply has decreased sharply to levels seen prior
to the housing boom.

* New home sales lag existing home sales. Prior to 2006, new home and existing home sales grew in lockstep.
However, during this recovery, homebuilders have continued to favor construction of larger homes over the $150-200k
entry-level due to lower profitability of this segment. So far, this first-time buyer demand is being fulfilled by existing
homes rather than new homes. Some homebuilders have responded to this demand, but due to costs (in particular land)
the new home supply for entry=level housing is usually in the outskirts.

Figure 23: Supply Has Tightened to Pre-Boom Levels Figure 24: Sales Recovering but New Home Sales Lagging Existing
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*  Housing Starts and Permits have risen steadily during this recovery but the activity remains well off peak levels.
However, the current housing starts remain well below long-term historical trends, especially if adjusted for growth in
population or houscholds.

= During this recovery, multi-family starts have been more robust than single-family with the decline of home ownership
rate. In fact, last month’s strength was driven almost entirely by the multi-family segment which is currently
expanding at the fastest rate at any time since 1990 while single-family starts/permits are well below historical levels.

Figure 25: June Housing Starts Above Consensus... Figure 26: ...But Strength Driven by Multi-Family
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Housing Affordability: homes still affordable compared to long-term but rising home prices and higher interest rates
over last two years is pushing affordability down. Strong job market and rising wages should continue to be a
support.

*  The Homebuyer Affordability Index has declined for all and first-time buyers over the last two years due to rising
home prices and higher mortgage rates, see Figure 27, It 1s worth noting, however, homes remain atfordable when
compared to long-term historical trend.

*  We believe a continued improvement in job outlook and a meaningful pick-up in wage inflation could help stabilize
and potentially reverse the recent home ownership trend, Figure 28

= As shown in Figure 28, the homeownership rate has declined from recent peak of 69.2% in 2004 to the lowest level
since 1967 to only 63.4% 1in 20315 as houscholds favor renting over owning. This decline has more than unwound the
imereases during last decade’s housing boom and brought the homeownership rate to its lowest level since 1967,

Figure 27: Homebuyer Affordability Index Figure 28: Home Ownership Rate
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Saurce: J P. Margan and National Asscciation of Reakars Source: J.P. Morgan and Cansus Bureau

* Home price appreciation has leveled oft since rising double-digit in 2013, but the recent 5% y/y increases in both
Case-Shiller and FHFA mdices remains significantly above wage growth, see Figure 29.
#  The increase in the ratio of median existing home price to median household meome since 2012 reflects the fact that

home prices are rising faster than wages — a trend that is likely not sustainable over longer time period. This metric
looks worse for new single-family home prices to household income, which 1s near an all-time high, see Figure 42,

Figure 29: Housing Prices Showing an Upward, Albeit Slower Trend Figure 30: Declining Affordability
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*  When adjusted for inflation, home prices remain 20-25% below previous peak levels. The Case-Shiller 20-city 1s
26% below and FHFA HPI 1s 19% below last cycle peak in home prices.

* Buoying vs. Renting most attractive in last 15 years. The median price to median rent ratio has declined to an all-
time low of 263, compared to peak multiple of 390 and average multiple of 329,

Figure 31: Home Prices Remain Far Below Peak Levels Figure 32: Home Price-to-Rent Ratio Reflects Rental Bubble
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*  Affordability impacted by incremental rising mortgage rates. As shown in Figure 33, 30yr fixed home mortgage
rates for conventional loans have risen roughly +50bps since 2012 to 3.90% while Jumbo rates have risen by roughly
+3%bp to 4.29%,.. Every 50bp increase in mortgage rates 1s equivalent to a 6% increase in home prices.

Despite the pick-up in mortgage rates over the last two years, the absolute levels remain low compared to long-term
average and even compared to post-recession levels.

»  Historically, bear flatteners are not associated with negative performance for housing stocks. As shown in Figure 35,
homebuilders have outperformed the market during bear flatteners. On the contrary, bear and bull steepeners carry
worse implications for homebuilder performance, underlining the importance of long rates for the housing market.

Figure 33: Fixed 30%r Home Mortgage National Average Figure 34: Rising Rates Mot Necessarily a Negative for Housing
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Household Leverage and Credit Standards: households delevered balance sheets; banks easing credit standards
=  Household balance sheets at best levels in more than a decade. During this recovery, households leverage has
continued to decline as %% of disposable income and % of GDP, see Figure 35, Also, the debt service ratio (payments
as % of disposable income) is at the lowest level and still declining, see Figure 36.

*  The sharp decline in household debt metric is likely due to declining homeownership rate, write-down of bad
mortgages, and rising disposable income.

Figure 35: Total Household Debt Low, Capacity for Higher Leverage Figure 36: Household Incomes Can Support Higher Debt Payments
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= Banks are easing credit with the senior loan officer survey indicating favorable trend in eredit. As highlighted by
I.P. Morgan Economics, the latest report showed that a larger share of firms eased lending standards over the past three
months and firms reported stronger demand.

* Lending standards should continue to improve with further decline in unemployment rate, higher wages, and low
household leverage. Also worth noting, the mortgage refinancing eyele (4008-20013) 1s likely behind us with the Fed
expected to begin raising rates sometime this year, see Figure 38, In this environment, banks are likely to increase
focus on new mortgage originations, which should support the housing recovery.

Figure 37: Easier Credit a Positive Figure 38: Fed Liftoff a Concern for Mortgage Rates
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Relative Valuation: as mentioned earlier, residential housing 1s one of the few investments remaining, which trades at an
attractive valuation in our view. It trades at a discount to equities and Gold. Howewver, a tepid rise i household incomes
would likely keep new home prices from rising too sharply.

= Relative to Equities, Homes more attractive. Currently, it takes 137 units of S&P 500 index to purchase a median
priced home in the US, see Figure 39, This represents a 48%, discount to its long-term median of 260.

=  Even after the recent decline in Gold, Homes are a cheaper hard-asset alternative. Even with the recent decline
in Gold, homes remain a more attractive hard-asset than gold. It currently takes 2400z of gold to buy a median home
compared to long-term median at 3320z

Figure 39: 137 Units of S&P 500 to Purchase a Single-family Home Figure 40: 240 Ounces of Gold to Purchase a Single-family Home
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= Oil inching towards parity with Housing. With the recent decline in oil, it 15 becoming increasingly more attractive
vs. housing, see Figure 41. However, housing is still a relative bargain given that it currently takes 4700 barrels of oil
to buy a home vs. long-term median at 5,400, see Figure 41.

= Risk to housing: tepid growth in household income, The S&P Case Shiller Home Price index has risen 34% from its
low, while the median household income has only risen 3% since 20010, This divergence helps to explain new home
purchase price to houschold income ratio nising back to near peak level of 5. 4yrs compared to LT median of 4.0vrs. A
significant pick-up in wage inflation could help push this metrie lower or if more homebuilders decide to build more
lower priced entry-level homes.

Figure 41: 4,700 Barrels of Qil to Purchase a Single-family Home Figure 42: New Single-family Home Price to Household Income/Yr
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Commuodity Prices: commodities linked to housing are rising. While we acknowledge most commodities are widely used
outside of residential housing, a notable change in housing activity nonetheless should impact these commaodities. We
selected the following commodities to monitor the health of the housing market: lumber, gypsum, cement, and aggregates.

*  Though steel framing has become more popular recently, an overwhelming majority of new homes constructed
continue to rely on lumber for the shell / skeleton. Lumber prices in the US have risen 9.5% above last cycle’s peak.

*  Drywall installation generally oceurs toward the end of home construction and thus lags housing starts and therefore
demand for Gypsum 1s more closely aligned with housing completions. Gypsum prices made a new all-time high i
February of this year, capping a 56% rally since crashing 32% mn "06-07

Figure 43: Lumber Figure 44: Gypsum (principle component of drywall)
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*  Pouring a home’s concrete foundation 1s one of the first steps taken in constructing a new home after site prep, grading
and installation of basic utility footings. Concrete 15 a composite material prepared on-site from cement { 10-15%),
water (15-20%) and aggregates (60-75%).

*  Cement prices, which took six years to recover since pre-crisis highs, continue to move higher reflecting broad-based
demand from global construction. The cost of aggregates, which never declined during the crisis (partially due to
infrastructure related expenditures), continues to move higher with the pick-up in residential and non-residential

construction.
Figure 45: Cement Figure 46: Aggregates (crushed stone, rock and sand)
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Equity Fundamentals: Double-digit Earnings Growth

Stronger Fundamentals for Housing Stocks: 5-6% revenue growth and margin expansion expected to drive double-
digit earnings growth. Full-year estimates have been revised down, which is setting up beats for rest of the year.

Stronger sales and earnings growth: housing stocks on average offer stronger revenue growth in the coming quarters
compared to low single-digit growth for S&P 500 (ex-energy). This coupled with margin expansion is expected to drive
double-digit carnings growth in the upcoming quarters.

Figure 47: Consensus Revenue Growth vs S&P 500 ex-Energy Figure 48: Consensus Earnings Growth vs S&P 500 ex-Energy
Quarterly Growth Rate, yly Quarterly Growth Rate, yiy
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Source: J.P. Margan, Factset Source: J.P. Morgan, Factset

» Significant margin expansion: the Street 1s expecting significant expansion for companies linked to housing with net
income marging expected to increase from 6.4% (last four guarters) to 7.1% over the next four quarters (301520 16).
Based on estimates, margin expansion is expected to be driven by declining raw material prices while selling and
administration expenses are expected to rise slightly in comparison, see Figure 50,

Figure 49: Net Income Margin Figure 50: Met Income Margin Drivers
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o 2015 earnings revised down by 5% over last six months: As shown in Figure 52, the Street has sharply revised down
2015 estimates over the last six months. This 1s likely setting up easy beats for rest of the year as residential investment

picks up in the coming quarters.

Figure 51: 202015 Earmings Revisions, Last & Months
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Figure 52: 2015 Earmings Revisions, Last 6 Months
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s  Sharp earnings beats seen in 2015 likely to continue into YE. 70% of companies in the housing composite beat on
the bottome-ling with an earnings surprise of +7.7% but the quality of beats was poor with more companies missing than

beating on the top-line.

Figure 53: % of Companies Beating on Revenue and Earnings
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Figure 54: % Revenue and Eamings Surprises
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*  Strongest growth seen by housing stocks within Industrials and Discretionary. Similar to S&P 500 sectors, the
strongest surprises were delivered by housing-related Financials.

Figure 55: Eamings Report — Housing Stocks
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» Strongest Consensus Earnings Growth by Company: the figures below show next twelve months eamings growth for
housing stocks, sorted from strongest to weakest. About a quarter of the housing names are expected to deliver =300

carnings growth.

Figure 56: Strongest Y/Y Earnings Growth (Next Twelve Months)
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Figure 57: Weakest Y/Y Earmings Growth (Next Twelve Months)
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Characteristics of Stocks Levered to Housing: in this section of the report, we compare the financial metries of

housing stocks to S&P 1500. Generally, stocks levered to housing have higher growth with riskier attributes:

» Similar valuation but stronger expected growth: on average housing stocks trade at a similar EV/EBITDA and PVE
i(NTM) multiples but have a higher growth profile on average. Housing companies have significantly higher sales and
EPS growth of +6.8% and +18% (vs. +1.5% and +11% for S&P 1500).

Figure 58: VALUATION: EVIEBITDA and P/E
Median for Housing Slocks vs S&P 1500
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Figure 59: GROWTH: Sales and Earnings Growth
Median for Housing Slocks vs S&P 1500
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o  Size: similar in market-cap though smaller in profits. Housing stocks are similar in size to S&P 1500 names (33.9b
median market cap vs. $4.2b median market cap for S&P 1500) but generate lower net income (5387m vs. $135m).

 Leverage: higher financial leverage with a median total debt to equity ratio of 0.72x vs, 0.54x for S&P 1500 and lower

imterest coverage ratio of 5.9% vs. 9.0x.
Figure 60: SIZE: Market Cap and Net Income
Median fer Housing Stocks vs 58P 1500
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Figure 61: LEVERAGE: Debt/Equity and Int. Coverage
Median for Housing Stocks vs S&P 1500
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» Liguidity: similar cash balance but cash flow yvield lower. Housing companies on average hold 7.4% cash as % of
market (similar to S&P 1500 companies) and a generate lower cash flow as % of market cap (2.8% vs. 4.4%).

» Cash usage: lower capex requirement and lower dividend vield. Housing companies have a lower capex requirement
at 1.8% of sales compared to S&P 1500 at 3.2%,. Dividend yield on average 1s also lower at 1.4%, vs 2.0%, for S&P
1500.

Figure 62: LIQUIDITY: Cash and Cash Flow Figure 63: CASH USAGE: Capex and Dividends
Median for Housing Slocks vs S&P 1500 Median for Housing Slocks vs S&P 1500
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s  Surprisingly, higher return on investment and similar volatility. Housing stocks generate stronger return on
mmvestment (on both ROA and ROE) than S&P 1500 companies. More surprisingly, however, the risk profile is similar
as measured by both beta and annualized volatility for an average housing stock vs. S&P 1500,

Figure 64: PROFITABILITY: ROA and ROE Figure 65: RISK: Beta and Volatility
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* Sentiment: on average, housing names have higher short interest as compared to the rest of the market and the Street 15
less constructive on the target price upside — the median consensus target price upside 1s 10% compared to 129% for the

rest of the market.

Figure 66: SENTIMENT: Short Interest as % of Total Float, Days Short

Median for Housing Stocks vs S&P 1500

Figure 67: SENTIMENT: Average Analyst Stock Rating, Consensus

Target Price as % of Current Price
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Shareholder yield near % for Housing Stocks. Perhaps due to the uneven growth and highly eyelical nature of most
companics levered to housing, the shareholder yield has been quite volatile over the last few years. Over the last twelve
muonths, the total sharcholder yield inereased to 4.7%, which is now higher than the S&P 500 at 4.1%.
s As shown below, housing companies have been inconsistent with buybacks with net buyback yield in the range of -0.1
(2008) to 3.6% (201 1) of market cap. However, the dividend payout has been more consistent and rising.
Figure 68: Corporate Activity (Share |ssuance and Repurchases)
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Valuation: housing stocks trade richer on trailing multiples but at a discount on forward and book multiples

* Based on median P/E (LTM), housing stocks trade at a premium to S&P 1500 but trade at a discount on forward
next twelve months multiple. Based on forward multiples, housing stocks trade at more than 1x discount compared to
the market. As historical and forward multiples converge, this could be a source of upside for housing stocks.

Figure 69: Price to Earnings (LTM) Figure T0: Price to Earings (NTM)
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» Housing stocks on EV/EBITDA (LTM) trade at a premium: Due to significantly higher expected growth, housing
stocks on EV/EBITDA trade at a premium to S&P 1500 companies.

* On a book value basis, housing stocks trade at a discount to the market but inline with its 15yr average.

Figure 71: EVEBITDA Figure T2: Price to Book
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J.P. Morgan US Housing Basket — JPAMHOUS <Index>

Housing market fundamentals remain constructive with a pick-up in demand, tightening supply, high affordability, low
household leverage, and easing credit standards. After more than six years into this recovery, we believe there are few
opportunities that offer stronger growth and cheaper valuation than housing, and recommend investors overweight stocks
and industries that are exposed to it. The J.P. Morgan US Housing Basket is composed of a diversified portfolio of
companies that have direct or indirect exposure to the US housing market and should benefit from the continued
pick-up in residential investment. Basket constituents are sereened for liquidity (trade at least 510M ADV), and include
direct beneficiaries of housing (e.g., Homebuilders, Building Products) as well as derivative industry plays (e.g., Durables,
Retail, Financials). The basket contains 65 names, and the weights are optimized to replicate as closely as possible an equal-
weighted basket, subject to a maximum of 100 of ADV traded in any single name within a $100M basket. The basket can
be aceessed on Bloomberg via ticker JPAMHOUS <Index=.

S Housing Basket - JEAMHOU
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Basket Performance
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In this section, we examine the hypothetical performance of the J.P. Morgan US Housing Basket over the last three years'.
The basket — IPAMHOUS <Index> — would have returned +18% on an annualized basis, narrowly outperforming the S&P
Homebuilders Select Industry Index (SPSIHOTR Index), which returned +17.7% over the same period. The correlation of

the basket to the SPSIHOTER. Index 15 93%, and the recent 6M realized volatility of the basket 1s 12.5%, (the realized

volatility of the SPSIHOTE. Index over the same time frame is 1.5 vol points higher at 14.1%). The figures below show the
performance and volatility of the 1.P. Morgan US Housing Basket vs. that of the SPSIHOTR Index. The historical beta and

correlation between them is also shown in the charts below,

Figure 74: Hypothetical performance of JPAMHOUS and SPSIHOTR
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Figure T6: 6M Realized Volatility of JPAMHOUS vs. SPEIHOTR
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Figure 75: Daily Returns of JPAMHOUS vs. SPSIHOTR
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Figure 77: 6M Beta and 6M Correlation of JPAMHOUS vs. SPSIHOTR
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! Mot all stocks in the basket have 3 years of price history (BOC, ALLE, TPH, RH, HRTG, AMH, and RLGY). In such cases, we have
replaced the stock with an equivalent quantity of cash prioe to its listing for the purpose of the back-test.
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Additional Basket Methodology Information

In order to keep the basket relevant to the investment theme, JP. Morgan reserves the right to review the following at any
time:

= Basket methodology. This is to ensure the rules of the basket remain relevant following any structural changes to
the theme. This may include ensuring that the sector exposure of the basket remains broadly consistent with the
investment theme.

= Basket change implementation. J.P. Morgan will consider extending the implementation of changes to the basket
composition from one trading session to any period up to five trading sessions in the event that a material increase
in the liquidity or capacity of the basket 15 required to minimize market impact.

Corporate actions may affect the JPAMHOUS basket. The composition of a custom basket 1s typically adjusted in the
following manner:

¢  Cash Merger. The divisor 1s adjusted and we remove the merging company from the basket on the day of merger
and redistribute gains into remaining companies according to recaleulated market cap weights of surviving
constituents in the basket.

o Stock Merger. If the acquirer is a member of the basket, then the weight allocated to the acquired will transfer to
the surviving entity on the close of the last day it trades. If the acquirer 15 not a part of the basket, then proceeds
{losses) from the acquired company will be redistributed to the surviving basket constituents based on the
recialeulated weighting on the close of its last trading day.

s Spinoffs. The spinoff company and parent will be included in the basket and both the spinoft and parent company
weights will be readjusted according to new market capitalizations after the spinoff date.

¢ Tender Offers & Share Buybacks. The company remains in the basket and its weight is adjusted according to the
impact the tender/buyback has on the stock’s market value.

s Delisting/Insolvency/Bankruptey. The company is removed from the basket as of the close of the last trading day,
and the proceeds (losses) will be redistributed into remaining companies according to re-caleulated weights of
remaining companies in the basket. If a stock trades on “pink sheets” it will not be included in the basket.

%
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Appendix I: Price Decline Housing vs Tech

Figure 78: Tracking the Recovery in Housing Stocks
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any of the research analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views
expressed by the research analyst(s) in this report. For all Korea-based research analysts listed on the front cover, they also certify, as per
KOFLA requirements, that their analysis was made in good faith and that the views reflect their own opinion, without undue influence or
intervention.

Important Disclosures

®  Analyst Position: The following analysts (and/or their associates or household members) own a long position in the shares of MGIC
Investment Corporation: Dubravko Lakos-Bujas.

® Client: I.P. Morgan currently has, or had within the past 12 months, the following company(ies) as clients: MGIC Investment
Corporation.

Company-Specific Disclosures: Important disclosures, including price charts and credit opinion history tables, are available for
compendium reports and all 1.P. Morgan-covered companies by visiting hitps: jpmm.com/research/disclosures, calling 1-800-477-0406,
ot e-mailing research.disclosure inquiriesiajpmorgan com with your request. 1.P. Morgan’s Steategy, Technical, and Quantitative
Research teams may screen companies not covered by 1P Morgan. For important disclosures for these companies, please call 1-800-477-
(406 or e-mail research.disclosure. INQUITIES{E | PIorEan. com.

Explanation of Equity Research Ratings, Designations and Analyst(s) Coverage Universe:

1P Morgan uses the following rating svstem: Overweight [Owver the next six to twelve months, we expect this stock will outperform the
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.| Neutral [Over the next six to twelve
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s)
coverage universe. | Underweight [Owver the next six to twelve months, we expect this stock will underperform the average total return of
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.| Not Rated (NR): 1P, Morgan has removed the rating and, if
applicable, the price target, for this stock because of either a lack of a sufficient fundamental basis or for legal, regulatory or policy
reasons. The previous rating and, if applicable, the price target, no longer should be relied uponr. An NR designation is not a
recommendation or a rating. In our Asia {ex-Australia) and UK. small- and mid-cap equity research, each stock’s expected total return is
compared to the expected total return of a benchmark country market index, not to those analysts” coverage universe. If it does not appear
inn the Important Disclosures section of this report, the certifving analyst’s coverage universe can be found on 1P, Morgan’s research
website, www, pmorganmarkets.com.

JLP. Morgan Equity Research Ratings Distribution, as of June 30, 2015
Overweight MNewtral Underweight

(huy) {haold) (sl

1.P. Morgan Cilobal Equity Research Coverage 45 43% 13%

1B clients* 51% 4¥%% 38%
JPMS Equity Research Coverage 45%% 4T P

1B clients* T1% G 57%

*Percentage of investment banking clients in each rating category.
Far purposes only of FINEA/NY SE ratings distribution rules, our Overweight rating falls into a buy rating category; our Meutral rating falls into a hold
rating category; and our Underweight rating falls into a sell rating category. Please note that stocks with an KR designation are not included in the table

above.

Equity Valuation and Risks: For valuation methodology and risks associated with covered companies or price targets for covered
companies, please see the most recent company-specific research report at hitpewww, jpmorganmarkets.com, contact the primary analyst
or your 1P Morgan representative, or email research.disclosure.inquiriesia jpmorgan.com.

28

EFTA01071316



Dubravko Lakos-Bujas Global Equity Strategy and Quantitative Research
(1-212) 622-3601 13 August 2015 |..]-| R Mﬂrgan
dubravko.lakos-bujesijpmorgan.com

Equity Analysts' Compensation: The equity research analysts responsible for the preparation of this report receive compensation based
upon various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues.

Other Disclosures

1.P. Morgan ("JPM"] is the global brand name for 1.P. Morgan Securitics LLC ("JPMS") and its affiliates worldwide. 1.P. Morgan Cazenove is a marketing
name for the UK. investment banking businesses and EMEA cash equities and eguity research businesses of JPMorgan Chase & Co. and its subsidiaries.

All research reponts made available to clients are simultaneously available on our client website, J.P. Morgan Markets. Mot all research content is
redistributed, e-mailed or made available to third-party aggregators. For all research reports available on a particular stock, please contact your sales
representative.

Options related research: It the information contained herein regards options related research, such information is available only to persons who have
recerved the proper option risk disclosure documents. For a copy of the Option Clearing Corporation's Charactenstics and Risks of Standardized Options,
please contact your 1.P. Morgan Representative or visit the OCC's website at htip-\www.optionsclearing com/publications risks/ riskstoc. pdf

Legal Entities Disclosures

U5 JPMS is a member of KYSE, FINRA, SIPC and the NFA. JPMorgan Chase Bank, N A is a member of FDIC. U.K_: IPMorgan Chase N A, London
Branch, is authorised by the Prudential Regulation Authonity and is subject to regulation by the Financial Conduct Authority and to limited regulation by
the Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from JLP. Morgan on
request. J.P. Morgan Securities ple {(JPMS plc) is a member of the London Stock Exchange and 15 authorised by the Prudential Regulation Authority and
regulated by the Financial Conduct Authority and the Prudential Regulation Authonty. Registered in England & Wales Mo, 271 1006 Registered Office 25
Bank Street, London, E14 51P. South Africa: I.P. Morgan Equitics South Africa Proprietary Limited is a member of the Johannesburg Securities
Exchange and i1s regulated by the Financial Services Board. Hong Kong: . P. Morgan Securities (Asia Pacitic) Limited (CE number AAJ321) is regulated
by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong and/or 1.P. Morgan Broking {Hong Kong) Limited (CE
number AAROI2T) is regulated by the Securities and Futures Commission in Hong Kong. Korea: This material is 1ssued and distributed in Korea by or
through I.P. Morgan Securnities {Far East) Limited, Seoul Branch, which is a member of the Korea Exchange( KRX) and is regulated by the Financial
Services Commission (FEC) and the Financial Bupervisory Service (FE5). Australia: 1P Morgan Australia Limited (JPMAL) (ABN 52 002 888 01 1/AFS
Licence Mo: 238188) is regulated by ASIC and 1.P. Morgan Securitics Australia Limited (JPMSAL) (ABN 61 003 245 234/AFS Licence Moz 238066) is
regulated by ASIC and is a Market, Clearing and Settlement Participant of ASX Limited and CHI-X. Taiwan: J.P.Morgan Securitics {Taiwany Limited is a
participant of the Tarwan Stock Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. Indiaz J.P. Morgan India Private
Lirnited {Corporate [dentity Number - U6TI20MH 199 2FTC0GHT24), having its registered office at 1.P. Morgan Tower, Off. C.5.T. Road, Kalina,
Santacruz - East, Mumbai — 400098, is a member of the National Stock Exchange of India Limited (SEBI Registration Mumber - INB 23067523 I/INF
23067523 1/IME 230675231) and Bombay Stock Exchange Limited (SEB] Registration Number - INB 010675237/ INF 010675237) and is regulated by
Securities and Exchange Board of India. Telephone: 91-22-6137 3000, Facsimile: %1-22-6157 3990 and Website: www jpmipl.com. For non local research
reports, this material 15 not distnbuted in India by J.P. Morgan India Private Limited. Thailand: This matenal is issued and distributed in Thailand by
JPMorgan Secunties { Thailand) Ltd., which is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the Secunties
and Exchange Commission and its registered address is 3rd Floor, 20 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Indonesia: PT JP. Morgan
Securities Indonesia is a member of the Indonesia Stock Exchange and is regulated by the OJK ak.a. BAPEPAM LK. Philippines: 1.P. Morgan Securitics
Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities Clearing Corporation of the Philippines and the
Securities Investor Protection Fund. It is regulated by the Secunties and Exchange Commission. Brazil: Banco I.P. Morgan 5 A. is regulated by the
Comissan de Valores Mobiliarios (CWVM) and by the Central Bank of Brazil. Mexico: 1.P. Morgan Casa de Bolsa, 5.A. de CV., LP. Morgan Grupo
Financiero is a memnber of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange
Commission. Singapore: This material is issued and distributed in Singapore by or through 1P, Morgan Secunties Singapore Private Limited (JPMS5)
[MCT Py 100032005 and Co. Reg. Ko 199405335R ) which is a member of the Singapore Exchange Securities Trading Limited and is regulated by the
Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is regulated by the MAS. This
material is provided in Singapore only to accredited investors, expert investors and institutional investors, as defined in Section 44 of the Secunities and
Futures Act, Cap. 289, Recipients of this document are to contact JPMES or JPMCB Singapore in respect of any matters arising from, or in connection
with, the document. Japan: JPMorgan Securities Japan Co., Lid. is regulated by the Financial Services Agency in Japan. Malaysia: This material 15 issued
and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X) which is a Participating Organization of Bursa Malaysia Berhad and a
holder of Capital Markets Services License issued by the Secuntics Commission in Malaysia. Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Lid is a
member of the Karachi Stock Exchange and regulated by the Secunties and Exchange Commission of Pakistan. Saudi Arabia: J.P. Morgan Saudi Arabia
Ltd. is authorized by the Capital Market Authonty of the Kingdom of Sawdi Arabia (CMA) to carry out dealing as an agent, arranging, advising and
custody, with respect to securities business under licence number 35-0707% and its registered address is at th Floor, Al-Faisalivah Tower, King Fahad
Road, P.O. Box 51907, Rivadh 11553, Kingdom of Saudi Arabia. Dubai- JPMorgan Chase Bank, M.A_, Dubal Branch is regulated by the Dubai Financial
Services Authority (DFSA) and its registered address is Dubai International Financial Centre - Building 3, Level 7, PO Box 506551, Dubal, UAE.

Country and Region Specific Disclosures

U.K. and European Economic Area (EEA): Unless specified to the contrary,, 1ssued and approved for distnbution in the UK. and the EEA by JPMS plc.
Investment research issued by JPMS plc has been prepared in accordance with JPMS ple's policies for managing conflicts of interest arising as a result of
publication and distnbution of investrnent research. Many European regulators require a firm to establish, implement and maintain such a policy. This
report has been issued in the UK. only to persons of a kind described in Article 1% (5), 38, 47 and 49 of the Financial Services and Markets Act 2000
{Financial Promotion) Order 2005 (all such persons being referred to as "relevant persons™). This document must not be acted on or relied on by persons
who are not relevant persons. Any investment or investment activity to which this document relates is only available to relevant persons and will be
engaged in only with relevant persons. In other EEA countrics, the report has been issued to persons regarded as professional investors (or equivalent) in
their home jurisdiction. Australia: This matenial is issued and distributed by JPMSAL in Australia to "wholesale clients" only. This material does not take
into account the specific investment objectives, financial situation or particular needs of the recipient. The recipient of this material must not distnibute it to

']

EFTA01071317



Dubravko Lakos-Bujas Global Equity Strategy and Quantitative Research
(1-212) 622-3601 13 August 2015 |..]-| R Mﬂrgan
dubravko.lakos-bujesijpmorgan.com

any third party or outside Australia without the prior written consent of JPMSAL. For the purposes of this paragraph the term "wholesale client” has the
meaning given in section 7610 of the Corporations Act 2001, Germany: This material is distributed in Germany by 1P, Morgan Securities ple, Frankfurt
Branch and J.P.Morgan Chase Bank, M. A_, Frankfurt Branch which are regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht. Hong Kong: The
1% ownership disclosure as of the previous month end satisties the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for Persons
Licensed by or Registered with the Secunities and Futures Commission. {For research published within the first ten days of the month, the disclosure may
be based on the month end data from two months prior.) 1.P. Morgan Broking (Hong Kong) Limited is the lquidity provider’'market maker for derivative
warrants, callable bull bear contracts and stock options listed on the Stock Exchange of Hong Kong Limited. An updated list can be found on HKEx
website: http2/'wwaw_ hkex com.hk. Japan: There is a risk that a loss may occur due to a change in the price of the shares in the case of share trading, and
that a loss may occur due to the cxchange rate in the case of foreign share trading. In the case of share trading, JPMorgan Securities Japan Co., Lid., will be
receiving a brokerage fee and consumption tax (shouhizei) calculated by multiplying the executed price by the commission rate which was mdividually
agreed between JPMorgan Securities Japan Co_, Ltd., and the customer in advance. Financial Instruments Firms: JPMorgan Secunities Japan Co., Lid.,
Kante Local Finance Bureau (kinsho) Mo, 82 Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan,
Type I Financial Instruments Firms Association and Japan Investment Advisers Association. Korea: This report may have been edited or contributed to
from time o time by affiliates of 1.P. Morgan Securities (Far East) Limited, Seoul Branch. Singapore: JPM355 and'or its affiliates may have a holding in
any of the securities discussed in this report; for securitics where the holding 15 1% or greater, the specific holding is disclosed in the Important Disclosures
section above. Taiwan: This material is issued and distributed in Tarwan by 1.P. Morgan Securities (Taiwan) Limited. India: For private circulation only,
not for sale. Pakistan: For private circulation only, not for sale. Mew Zealand: This material is issued and distributed by JPMSAL in Mew Zealand only to
persons whose principal business is the investment of money or who, in the course of and for the purposes of their business, habitually invest money.
JPMSAL does not issue or distribute this material to members of "the public™ as determined in accordance with section 3 of the Securities Act 1978, The
recipient of this material must not distribute it to any third party or outside New Zealand without the prior written consent of JPMSAL. Canada: The
information contained herein is not, and under no circumstances is to be construed as, a prospectus, an advertisement, a public offening, an offer to sell
securities described herein, or solicitation of an offer to buy securities described herein, in Canada or any province or territory thereof. Any offer or sale of
the securities described herein in Canada will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian
securities regulators and only by a dealer properly registered under applicable securities laws or, alternatively, pursuant to an exemption from the dealer
registration requirement in the relevant province or territory of Canada in which such offer or sale is made. The information contained herein is under no
circumstances to be construed as investment advice i any province or terntory of Canada and 15 not tallored to the needs of the recipient. To the extent that
the information contained herein references securities of an issuer incorporated, formed or created under the laws of Canada or a province or territory of
Canada, any trades in such securities must be conducted through a dealer registered in Canada. Mo securitics commission or similar regulatory authorty in
Canada has reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the securities described herein,
and any representation to the contrary is an offence. Dubai: This report has been issued to persons regarded as professional clients as defined under the
DFSA rules. Brazil: Ombudsman J.P. Morgan: OR00-TTO0E4T [ ouvidoria, jp. morgan@|pmorgan. com.

Gemeral: Additional information is available upon request. Information has been obtained from sources believed to be reliable but JPMorgan Chase & Co.
or its affiliates and/or subsidiaries (collectively J.P. Morgan) do not warrant its completeness or accuracy except with respect to any disclosures relative to
JPMS and'or its affiliates and the analyst's involvernent with the issuer that is the subject of the research. All pricing 15 as of the close of market for the
securities discussed, unless otherwise stated. Opinions and estimates constitute our judgment as of the date of this material and are subject to change
without notice. Past performance is not indicative of future results. This material is not intended as an offer or solicitation for the purchase or sale of any
financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not
intended as recommendations of particular securities, financial instruments or strategies to particular clients. The recipient of this repont must make its own
independent decisions regarding any securities or financial instruments mentioned herem. JPMS distributes in the U8, research published by non-1.5.
affiliates and accepts responsibility for its contents. Periodic updates may be provided on companies/industries based on company specific developments or
announcements, market conditions or any other publicly available information. Clients should contact analysts and execute transactions through a 1.P.
Morgan subsidiary or affiliate in their home junsdiction unless governing law permits otherwise.

"(rher Disclosures™ last revised July 14, 2015

Copyright 2015 JPMorgan Chase & Cao. All rights reserved. This report or any portion hereof may not be reprinted. sold or
redistributed without the written consent of I.P. Morgan.

EFTA01071318



