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Introduction

Thank you for purchasing the 2021 Market Outlook.

I hope this 2021 outlook can serve as a resourceful guide all year to target best in class names in these
industries when trends are favorable. I do not expect you to blindly follow the ideas presented in this report
as every investor has his/her own style of investing, different risk parameters and timeframes, as well as each
individual’s personal outlooks that may differ with my views. The goal here is to open your eyes to names I
favor in 2021 for various reasons, a guide to some key trends and themes in investing, and likely introduce
you to some exciting stocks that were not on your watchlist as I have always thrived in discovering under-
followed stocks that become superstar performers.

The best piece of simple advice is to buy stocks in quality companies growing both the top and bottom line in
attractive industries with positive tailwinds for growth. Quality meaning companies that have consistently
exceeded earnings expectations in previous quarters, strong management, positive margins and efficiency
ratios (ROE, ROA, ROIC), and healthy balance sheets. Attractive industry meaning an industry showing
growth that has meaningful available market remaining, being involved in the secular shifts seen in economies.
The 2021 themes section of this report will be helpful for finding those industries. It is important to learn
sector specific ratios which I try and present in more detail in the Sector Breakdowns section.

I did a post a few years ago this on the 7 classes of great investments to pay attention to and that includes
pure revenue growth stories in growing markets, sustainable MOAT, market share takers and disruptors in
large TAMs, product mix shift and margin expansion stories, accelerating growth causing multiple re-ratings,
new product and replacement/upgrade cycles, and consolidator stories with synergies and growth.

I do not expect you to enter all of these names on day one of 2021 and sit and wait, instead, be active and
strategic in entries/exits whether taking a fundamental or technical approach, or even better, a combination.
Paying attention to options flow has single-handedly been the greatest tool allowing me to succeed in markets,
and something we provide insight on every day at OptionsHawk. One fairly simple rule I like to use is to avoid
longs in nhames where the 8 week EMA has crossed below the 21 week EMA, and vice versa for shorts, it will
keep you on the right side of the trade more often than not. Each name mentioned in this report should also
be researched further as these are brief views as I am a firm believer that less is more, and you should be
able to lay out an investment thesis concisely, but more in depth due diligence always adds value and
confidence to the view.

At OptionsHawk we perform fundamental, technical, ownership trends, and options activity analysis while also
discovering the likely catalyst for a move, and when all of these individual analyses give the same signal, it is a
worthy trade/investment. If you are interested in receiving daily research and live market coverage from
OptionsHawk, please visit the website at OptionsHawk.com. For those interested in having accounts managed
I recently started a new venture at Relativity Capital where I will be providing my services for stock selection,
portfolio management, and risk management. For further details please visit RelativityCap.com.

Thank you again and I hope you enjoy this year's report, it is the most extensive to date. Best of luck to
everyone in 2021!
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OPTIONSHAWK'S TOP STOCKS FOR 2021

Below you will find the various portfolios for 2021 after screening each industry group across various metrics
looking for companies in growing industries with a history of strong execution (management), reasonable
valuation for the growth prospects and overall healthy financial metrics. The portfolios have been trimmed

down to find the cream of the crop.

Top 25 Long Investment Ideas for 2021 in Large/Mid Cap Stocks

Overview: Snapshot of Top 25 with Entry Levels for 1/2 and Full Positions as Well as a Target, and
Stop. These are optimal levels for those who are price sensitive, but the charts are always changing.

2021 Desired Weightings: Energy/Metals/Chemicals 15%, Tech 20%, Financials 10%,
Utility/Telecom 5%, Consumer Staples 5%, Consumer Discretionary 15%, Industrials 15%,

Healthcare 15%

Ticker Company

CAP
NEE  NextEra Energy 145,971
JD ID.com, Inc. 127,295
AMD  Advanced Micro 115,364
NOW ServiceNow, Inc. 110,315
BLK  BlackRock, Inc. 106,564
SQ  Squarelnc 106,173
SE Sea Ltd 102,017
ABNB Airbnb, Inc. 93,770
UBER Uber Technologies, Inc 89,282
MELI Mercadolibre 85,799
SNAP SnapInc 78,954
ZTS  ZoetisInc 77,768
SHW  Sherwin Williams 66,123
ICE Intercontinental Exchange, Inc. 63,330
SPOT Spotify Technology SA 62,964
LULU [ululemon athletica inc. 51,246
MNST Monster Beverage Corp 47,581
TTD  Trade Desk, Inc. 44,686
u Unity Software Inc. 42,720
ALGN Align Tech 41,784
MTCH Match Group, Inc. 40,901
SNPS Synopsys, Inc. 39,023
MSCI MSCl Inc. 36,727
FCX  Freeport-McMoRan Inc 35,784
CSGP CoStar Group Inc 35,662
DHI  D.R. Horton Inc 26,684
28 Zscaler Inc 26,286
NET Cloudflare, Inc. 25,732
URI  United Rentals, Inc. 16,414
SEDG Solaredge Technologies Inc 16,106
WIX  Wix.com Ltd. 15,215
PENN Penn National Gaming, Inc 14,281
GNRC Generac 13,623
RH RH 9,350
ACAD Acadia Pharma 8,784

18.4x
35.4x
61.0x
75.5x
16.9x
256.5x
(7,606.9x)
(393.0x)
(34.9%)
279.5x
6,466.8x
29.1x
21.4x
16.7x
(270.2x)
49.9x
27.5x
177.3x
(955.9x)
81.4x
49.3x
28.2x
37.9x
14.0x
61.9x
7.2x
308.7x
1,242.7x
6.8x
60.6x
(741.9x)
17.2x
25.0x
14.6x
(27.8x)

Portfolio

48.48%
2.39%
15.78%
28.66%
40.97%
15.02%
(8.21%)
(8.99%)
(19.26%)
(3.48%)
(11.79%)
41.65%
17.08%
64.71%
0.21%
26.41%
34.94%
32.36%
(13.55%)
25.81%
38.00%
31.21%
54.60%
16.20%
36.20%
14.92%
11.05%
(14.58%)
46.57%
20.52%
16.42%
30.28%
20.38%
18.71%
(71.90%)

MARKET EVTO EBITDA ROCE
EBITDA MARGINS

5.15%
7.40%
23.73%
268.61%
2.65%
13.82%
-16.48%
-22.02%
-37.70%
-11.97%
-8.63%
20.13%
14.07%
9.09%
-4.25%
30.13%
26.30%
29.92%
-32.46%
30.05%
13.79%
20.35%
25.60%
-1.61%
11.13%
13.64%
3.49%
-14.63%
11.59%
24.79%
7.37%
3.17%
15.78%
21.45%
-41.63%

EVIFCF FCF
YIELD EBITDA 1/2

(40.7x) (3.32%) 43x  $73.00
26.1x  3.48% 0.9x  $80.00
150.5x  0.66% 0.8x  $90.00
78.7x  1.26% 0.7x  $540.00
22.4x  4.45% 0.8x  $660.00
1,240.6x  0.08% 22x  $225.00
106.7x  0.92% (6.9%) $190.00
0.0x  $150.00
(20.8x) (4.90%) (2.5x)  $48.00
96.1x  1.02% (9.7%) $1,600.00
(308.6x) (0.32%) (2.2x)  $48.00
25x  $160.00
33.4x  3.34% 2.9x  $685.00
26.8x  3.73% 2.3x  $105.00
376.1x  0.26% 225x  $325.00
152.2x  0.65% 0.0x  $355.00
0.0x  $87.00
747.3x  0.13% 0.0x  $900.00
(468.0x) (0.20%) 0.0x  $150.00
93.9x  1.05% 0.0x  $500.00
66.2x 1.63% 2.8x  $145.00
36.5x  2.66% 0.1x  $245.00
48.6x  2.06% 3.3x  $400.00
61.2x  2.36% 45x  $23.00
72.7x  1.26% 0.0x  $845.00
1.3x  $73.00
326.9x  0.30% 9.0x  $175.00
(313.8x) (0.31%) (0.3x)  $80.00
11.6x 13.85% 2.7x  $225.00
144.1x  0.67% 0.1x  $270.00
138.1x  0.69% 2.8x  $270.00
40.9x  3.29% 5.1x  $85.00
40.8x  2.53% 20x  $210.00
40.7x  2.74% 2.8x  $440.00
(45.3x) (2.04%) 0.0x  $52.00

$69.00
$73.00
$82.00
$500.00
$630.00
$200.00
$170.00
$125.00
$40.00
$1,400.00
$42.00
$150.00
$650.00
$98.00
$300.00
$325.00
$84.00
$825.00
$120.00
$470.00
$130.00
$225.00
$370.00
$20.00
$815.00
$65.00
$160.00
$70.00
$185.00
$230.00
$250.00
$77.00
$190.00
$395.00
$45.00

$100.00
$140.00
$150.00
$1,000.00
$985.00
$375.00
$375.00
$300.00
$75.00
$2,250.00
$100.00
$250.00
$950.00
$155.00
$450.00
$550.00
$125.00
$1,500.00
$325.00
$800.00
$250.00
$400.00
$575.00
$35.00
$1,250.00
$120.00
$335.00
$150.00
$300.00
$375.00
$500.00
$150.00
$300.00
§750.00
$85.00

DEBTTO ENTRY ENTRY TARGET STOP
22

$59.00
$60.00
$70.00
$430.00
$525.00
$165.00
$150.00
$100.00
$32.00
$1,175.00
$35.00
$130.00
$550.00
$85.00
$250.00
$270.00
$75.00
$650.00
$90.00
$375.00
$118.00
$190.00
$325.00
$16.50
$680.00
$57.50
$120.00
$57.50
$165.00
$180.00
$200.00
$52.00
$160.00
$320.00
$38.00



Below I provide a brief synopsis of each stock in more of an elevator pitch format. This is a diversified portfolio
across sectors though a common theme is companies having strong moats and technological aavantages. Many
of these stocks have gained sharply in 2020 with overall market strength but one of the worst mistakes an
investor can make is avoiding a stock on valuation or because "it has moved up too much’, the top operators
tend to remain the top operators, and in turn provide the best returns while many of these names also will
outperform and out-execute in a weaker Macro environment due to much stronger underlying secular growth
themes. I am not going to discuss valuation or other metrics that can easily be found but focus more on the
story and why these companies will outperform. I highly recommend reading conference calls for the companies
to get a deeper understanding of business trends and future opportunities. Key management commentary
highlights from many of these names will be provided in the Industry Breakdown section of the report.

NextEra Energy (NEE) is the best Utility company in the US that has benefitted from being an early mover to
renewables as well as its positioning in Florida where population continues to rise, and the rate environment is
favorable. NEE is positioned well for the new administration’s focus on renewable energy and also for flows into
ESG investing as a Utility that scores high and likely to be favored by allocators. NEE has been in pursuit of a
large M&A deal with Evergy and Duke Energy which could add some execution risk but also allows it to expand
its footprint and I trust in this management team to deliver synergies. In a sector lacking growth, NEE stands
out and has a major head start on peers in renewables which will driver much of the future growth opportunities
in the Utility industry.

JD.com (JID) is the preferred way to participate in the strong growth for ecommerce in China, a name that sees
a lot of bullish longer-dated options activity consistently. JD continues to win market share and penetration
remains low with a long runway for further growth. JD has been active reshuffling its structure via separations
of JD Health and JD Logistics and now the focus will be on the strong Retail business. JD fits the topline growth
category but also sets up for margin expansion in 2021. JD has several growth initiatives and I see it continuing
to provide investors with strong returns as it exceeds estimates.

Advanced Micro (AMD) has been one of the great comeback stories and its momentum continues into 2021.
AMD has been taking share from Intel in the Server market and although some risk in that vertical from large
cap tech taking chipmaking in-house, AMD is positioned strongly at the intersection of key growth markets such
as Al, Gaming, Crypto, and Data Center. AMD is launching several key products with strong momentum into
2021 and also did a key deal in 2020 for Xilinx which will pay-off over the long-run, a former favorite that was
seeing strong growth from new products. AMD is also benefitting from work-from-home demand in the resurgent
PC space. I expect AMD to continue to close the valuation gap with NVIDIA (NVDA) in 2021.

ServiceNow (NOW) has always been a favorite Software name and continues to be one of the most consistent
performers in the space with top-notch management and reminds me of what Salesforce (CRM) was seven years
ago. NOW operates as a leader in ITSM, ITOM and custom application markets that is a $60B opportunity and
has a large installed base with penetration still in the early innings. NOW is a clear winner from the digital
transformation trend with Workflow Automation a priority for firms and has a sustainable strong growth outlook
as well as long-term upside to margins.

Blackrock (BLK) has made this list multiple years as it remains the clear winner in Asset Management from
the top secular themes like ESG investing and Passive investing. BLK is also expanding its offerings into areas
like active equity ETFs and making some strategic acquisitions to further expand its impenetrable moat. BLK also
gained approval this year to launch a mutual fund business in China. BLK is the perfect combination of seeing
massive asset inflows and utilizing Technology to set itself apart and win market share in the competitive space
of asset gathering. BLK share performance is often correlated closely to equity markets but offers a combination
of growth at attractive valuation that is tough to find as it is a hybrid FinTech play.

Square (SQ) has become a major player in digital payments and continues to expand its offerings entering
large and growing markets. Cash App has been a major success as it takes on PayPal’s Venmo and continues to



add users at a rapid pace while offering the ability to participate in Bitcoin. SQ will be able to monetize its
growing user based while the Merchant business will face easy comps in 2021 and the company has global
growth as a priority that will continue to fuel its expansion. The addition of Credit Karma Tax was a smart move
and tax refund season should drive strong trends. SQ is a valuation agnostic name as it is only in the early stages
of its potential and management has shown an ability to capture key trends with new feature launches.

Sea Ltd. (SE) is one of the top growth stories in the market with ecommerce, online gaming and fintech all
positive thematic drivers. SE is positioned in thriving growth markets across Asia where Shopee is a market
leader and Free Fire a top game and its digital payments platform recently secure a digital banking license from
Singapore. SE will face very tough comps in 2021 for topline growth but a source of upside is the potential to
close the gap to peers with better take rates and margins. Although SE benefitted from the stay at home
economy the push to digital across its major verticals is a much larger trend that still has a long runway for
further penetration.

Airbnb (ABNB) was one of the most widely anticipated IPOs of 2020 as a category leader and a large and
growing short-term rental market. Alternative accommodations and private rentals are still just a tiny fraction of
a massive lodging industry and with my view that leisure travel rebounds more strongly than business travel, it
puts ABNB in prime position to capture more market share. ABNB has not even tapped into a massive potential
market of Experiences and it is also quietly expanding into Hotels with its deal for HotelTonight. ABNB will be a
top growth name for many years to come and deserves to be valued at a premium along with other disruptive
category leaders.

Uber (UBER) navigated an impossible environment so well in 2020 and moves into 2021 with a perfect set-up
of its core ride-hailing business while capturing multiple growth vectors of a larger mobility trend. UBER also
became more focused in 2020 selling off some units and acquired Postmates. UBER has massive scale with large
opportunities globally in delivery that is a trend that will stick around long after COVID. UBER should be able to
hit profitability in 2021 ahead of schedule and with the majority of the population expected to be vaccinated in
2021 the mobility business will recover strong. UBER is the best way to play ride-sharing & delivery and valuation
much more attractive than recent IPO Doordash.

MercadolLibre (MELI) has been a top pick for many years as the Latin America ecommerce opportunity is
massive and I have always seen it as a small version of Amazon. MELI has also become a major player in Fintech
through its payments platform, while take rates continue to improve on the ecommerce side. MELI is positioned
favorably for several emerging trends shifting consumer behavior and is a dominant player in its markets. MELI
remains the best way to gain exposure to strong growth in Latin America.

Snap (SNAP) emerged in 2020 as a true winner in the shift to digital advertising with very favorable
demographics causing a shift in ad budgets to its platform. SNAP is in the early stages of monetization and has
a long way to expand ARPU and turn into a true category leader. A recovery in advertising demand in 2021
should fuel another strong year and SNAP continues to be on the leading edge of technology with all of its AR
features and owns strong engagement in the key Millennial and Generation Z groups which is where the spending
power is shifting so advertisers want to target those groups for the best ROI. SNAP will become a profitability
and FCF inflection story over the next few years and has the potential to be a leader for many years.

Zoetis (ZTS) is the best way to keep exposure to the Animal Health industry which continues to thrive in all
kinds of macroeconomies. The livestock business should see a strong turnaround in 2021 and face easy comps
while companion sets up for further growth as it builds out its point-of-care and diagnostics businesses and
benefits from the growing pet ownership rates. ZTS offers best-in-class execution in a strong growth category
and Simparica Trio along with other key portfolio launches should continue to deliver solid numbers.

Sherwin Williams (SHW) is a best-in-class operator that has posted strong humbers in 2020 yet shares are
only +25% YTD. SHW saw impressive growth trends in the Consumer business with its exposure to renovation
and remodeling which are likely to face tough comps in 2021 but a positive housing backdrop should offset some



of the challenges. SHW'’s Industrial businesses should see a strong improvement in 2021 and it has shown the
ability to pass through commodity price increases. SHW is an excellent capital allocator and expect it to sustain
strong earning growth and outperform the market.

Intercontinental Exchange (ICE) is a $63.5B exchange operator that has been a steady performer and
announced a key $11B deal for Ellie Mae in 2020 that expands its reach into Mortgage Tech. ICE's top revenue
exposure is the Energy market so a volatile energy market in 2021 would be a positive while Fixed Income and
Credit its other largest contributor. Like other exchanges ICE is making moves into the Data & Analytics segment
of Fintech which is contributing solid growth along with a strong IPO market boosting the Listings segment. ICE
sees a huge addressable market opportunity in the analog to digital conversion as the way fixed income is
trading is changing. ICE is a combination of multiple strong businesses and faces very little competitive risk.

Spotify (SPOT) is the global leader in streaming music and has quickly become a force in the fast-growing
Podcast market. SPOT has been signing key exclusive deals like Joe Rogan and positioning itself as one of the
stickiest subscriptions in technology while also having very favorable demographic trends and room for significant
expansion Internationally, particularly in Asia. It is estimated that paid streaming is still just 10% penetrated
globally and SPOT is also working on further monetization such as Two-Sided Marketplace. SPOT is in the early
innings of becoming a dominant global media name and has room for margin expansion and ARPU growth in
2021. SPOT will unlock a lot of online advertising potential as podcasting continues to gain popularity.

Lululemon (LULU) despite its strong multi-year trend remains at just a market cap of $48B and has laid out
how early it is for its share of the massive apparel addressable market and in 2020 it continued to win market
share while also moving into the Fitness at Home market via its acquisition of Mirror. LULU is targeting a major
International expansion as it aims to triple revenues outside the US. LULU has a strong online business and a
near unmatched comp growth story in the consumer discretionary sector. The athletic apparel market shows
signs of being in the early stages of a long mega-trend of gaining share from traditional apparel. Product
innovation and category expansion are also seen to be future growth drivers and LULU is set up to be a long-
term winner.

Monster Beverage (MNST) is a frequent flier on the annual top picks list as one of the few excellent growth
stories in the consumer staples sector. It starts with realizing the trends in consumer habits and Energy drinks
remains one of the fastest growing categories. The set-up for MNST into 2021 seems favorable with convenience
stores a key channel for its sales (68%) and miles driven is expected to recover as things return to normal.
MNST rolled out new products in 2020 that were disrupted by COVID but should see traction into 2021 while its
scale is expanding due to the relationship with Coca Cola. MNST is seen as potentially entering the hard seltzer
category in 2021 and could be a nice added sales driver. MNST also has scarcity value as the only pure-play on
the growing Energy market and overall rising demand for caffeine consumption.

Trade Desk (TTD) is simply one of the greatest growth companies on the planet as it disrupts the massive
adverting market. TTD has laid out its vision for years and executed every step of the way while still being in
the very early innings of a major transformation of the industry. It's data-driven advertising solution provides a
high ROI service in a $725B global ad spend market and seeing record spending trends from connected TV. TTD
has been on a meteoric rise but still sports just a $45B market cap and is a top way to capitalize on the ongoing
shift to streaming. The CTV revolution is in the early innings and TTD is set up to become one of the great Tech
companies.

Unity Software (U) came public in 2020 and immediately became a must-own name, a “pick & shovel” way
to all the strong trends in gaming and 2021 likely a big year as all the new consoles launch and new games are
created. U is the leading platform for creating and operating interactive, real-time 3D content and over 50% of
games on PC, Mobile and Consoles are made with Unity. It sees the current addressable market at $29B but
room to expand into other industries and use cases to address a much larger market potential. U is generating
rapid revenue growth while having a strong moat due to its technology and data advantage while the CEO is



the former CEO of Electronic Arts. U is set to embark on a decade or more journey of strong growth on the shift
to 3D digital experiences.

Align Tech (ALGN) screened well in the med-tech group and the growth story reinvigorated in 2020 and its
November Investor Day showed the opportunity for further growth. ALGN sees an enormous market potential
utilizing AI/Machine Learning to become a digital orthodontic leader with current market share only around 10%.
ALGN also has a large opportunity to expand to International markets. It wants to unlock a 500M population of
candidates for its technology and utilization rates have been strongly improving in North America the last four
years. ALGN'’s deal for Exocad was a sharp move with a 30%+ global market share in dental software. ALGN is
a leader in a rapidly expanding market seeing accelerated adoption and maintains a strong competitive
advantage to allow it to generate strong returns for many years.

Match Group (MTCH) is a consistent grower as a dominant platform for online dating which continues to gain
market share from traditional dating and once again captures the theme of the younger demographics disrupting
all sorts of markets. MTCH was able to maintain strong user activity and engagement despite challenges in 2020
and a return to normal in 2021 should accelerate its platform growth from pent-up demand from daters. MTCH
is seeing stronger uptake from its newer brands that target younger daters as well as its international brands.
MTCH'’s new features such as streaming video and communications are also likely upside drivers to engagement.
MTCH is a proven winner and will continue to lead in this very resilient category.

Synopsys (SNPS) is one of the great companies that most investors still do not understand. SNPS makes the
software that semiconductor companies need to make the chips and thus operates at high margins while taking
on no real risk of competition across the semiconductor industry. With news this year of Google, Apple, Amazon
and others making their own chips, they will rely on software from SNPS to design these chips, so it is insulated
from that risk that the semiconductor companies have. Design activity remains robust and SNPS is a key
beneficiary of the higher chip complexity trend while thematic growth trends such as Al, 5G, high performance
computing, and cloud are driving strong demand for its services. The EDA industry should continue to flourish
and SNPS is a best-in-class operator.

MSCI (MSCI) is a favorite Fintech name that is seeing similar growth drivers as Blackrock (BLK) such as
ESG/Climate index products and custom index products. MSCI delivers impressive results every quarter as it
executes on its strategic initiatives in an expansive investment industry. It operates a business model with 75%
recurring revenues and has generated 24% CAGR for FCF since 2015. It provides vital portfolio construction,
performance and risk management tools to asset managers and sees a $20B TAM in analytics due to investment
innovation, regulation, and technology adoption. ESG has been a major growth driver and continues to see
strong trends while MSCI also has a portfolio of real estate investment tools. In an age of data being the new
currency MSCI is positioned to grow at a high rate.

Freeport McMorran (FCX) is the favored metals name for 2021 due to the positive dynamics seen in the
Copper market stemming from China demand with upside from electronics and EV growth. FCX's Grasberg mine
is the largest gold mine in the world, and management noted recently it could fund the entire mine just with
gold sales at recent gold prices, despite it also being one of the world’s largest copper mines. FCX should see
several positive developments in 2021 including reinstating its dividend and resuming buybacks while there also
has been speculation it could be an acquisition target. FCX expects Copper volumes at +20% in 2021 and should
see strong cash flows allow for further flexibility and return it to being a leading Metals performer.

CoStar Group (CSGP) is another name that has been a top pick previously and continues to be a fantastic
company disrupting the massive commercial real estate market. CSGP has a dominant market position providing
information services to commercial and multi-family real estate markets with a long runway for growth and
margin expansion. CSGP continues to collect key assets as well with strategic tuck-in deals such as HomeSnap
and RentPath. Its LoopNet product is disrupting the Office building industry and is a dominant player in this
growing online real estate market. CSGP is also seeing strong growth via Apartments.com. It has a very



defensible moat after spending more than 30 years building out its highly complex database. CSGP is also
showing signs of making a move into Residential markets which would unlock a massive new market after it
bought the Houses.com domain that can be another major growth driver.

DR Horton (DHI) is the best-in-class homebuilder, a group I like having exposure to despite a strong run in
2020 the dynamics of the US housing market remain favorable with crimped supply and a wave of new demand
from favorable demographic tailwinds as well as technology allowing people to move out of cities and work in
better areas to live. I also expect a favorable low mortgage rate environment to continue. DHI has been heavily
investing in single-family and multi-family rentals as well as its Forestar investment, a residential lot
manufacturer. DHI is a strong play on the first-time entry-level home buyer that is a group with a lot of pent-up
demand. Strong pricing across the industry will allow for margin expansion and DHI trades just 8.2X Earnings
and 2.2X Book. DHI has the best operating model in the business and expect another couple years of a favorable
housing environment to allow its stock to outperform.

Zscaler (ZS) screened best in a cyber-security group running hard into year-end after the latest round of
hacking news. ZS has been delivering stellar numbers and captures the key trends for cloud-based security with
zero trust and has expanded its sales force significantly in 2020. ZS will continue to steal market share from
legacy network security providers and has the global scale to be a leader in security in the digital transformation
age. ZS is in the early innings of its growth as it expects to further pursue opportunities in SD-WAN, Work from
Anywhere, and IaaS & Public Cloud. Its deal pipeline is strengthening and is seeing customers do much larger
deals. ZS has a comprehensive solution that is resonating well with customers and is the best pure-play on the
rise in cloud applications/customers requiring a security solution.

Cloudflare (NET) has been a great performer in 2020 as a leader in edge computing. The Network-as-a-Service
industry is an estimated $47B TAM while Enhanced Enterprise & Expansion a $66B TAM. It estimates its current
TAM at $32B. NET has posted a 65% CAGR in large customer growth since 2018, and has competitive advantages
to the On-Premise, Point Solutions, and Public Cloud providers. It sees incremental growth opportunities in
Serverless, IoT, 5G and Remote Work. NET’s long-term model sees 20%+ operating margins, currently at (10%).
NET continues to launch innovative products and enter larger markets such as Workers, a serverless product
that is competing with AWS Lambda. NET is positioned to post very strong growth the next few years with new
services and increased enterprise adoption. NET is disrupting large and growing markets and seeing rapid
customer growth while having a highly efficient business model with a low-cost structure. I expect NET to
continue to be a winner in the evolving network infrastructure landscape.

United Rental (URI) is the value name to make the list as it continues to trade far too cheap at 6.5X EBITDA
while being the industry leader in equipment rental despite just a 13% market share in the highly fragmented
industry. URI has an even split between Industrial and Non-Residential Construction verticals and there has been
an overall shift to rent versus buy for the several benefits such as expense/inventory control, no need for
maintenance, conserving capital and save on storage. URI has also invested in digital technologies, Telematics,
and sees growth opportunity across several specialty services. URI has some risk as non-residential has not seen
a strong recovery but expect improving utilization and pricing in 2021 to boost shares and it remains a long-
term winner in the larger rent vs. own shift. With industrial production set to rebound in 2021 and pricing
markets improving it should be a strong performer in the economic recovery.

Solaredge Tech (SEDG) remains my preferred avenue into the growth of the Solar industry as a maker of
optimized inverter systems. Solar is seen reaching 17% share of the energy market in 2030 from its current
around 6%. SEDG offers a complete residential solution for PV, storage, smart energy, and EV charging. SEDG's
new 2 GW factory will come online in early 2022 to increase capacity which can translate into $500M additional
revenues in 2023. Solar installations continue to grow across the globe and a more favorable US administration
should accelerate growth. SEDG will also see margin expansion as it benefits from a decreasing cost curve and
sees higher average revenue per installation. Its opportunities in energy storage and EV are in the nascent
stages and likely drive another wave of growth for this long-term winner as it has made a humber of strategic



intriguing acquisitions in uninterrupted power supply, e-mobility, and energy storage. SEDG is positioned as a
market leader in an industry in the early innings of adoption.

Wix.com (WIX) is a strong growth story with its cloud-based platform enabling website creation and has a
surprisingly low market cap of just $15B. WIX has been expanding from its core products and capitalizing on all
the needs of small and medium businesses to have a website presence as well as all the required features such
as payments. WIX has opportunities across ecommerce tools, payments, coding and more while also starting to
expand Internationally. All of WIX's financial metrics are trending in the right direction and monetization efforts
are improving. WIX is positioning itself to become a one-stop shop for building an internet business and has a
long runway for further growth. WIX is building out a large ecosystem of subscribers that will allow it to cross-
sell and up-sell to drive further upside.

Penn National Gaming (PENN) has established itself as a leader in gaming in 2020 following its brilliant deal
with Barstool Sports and its marketing prowess. In gaming we want to be positioning in the areas of growth
which are sports betting and iGaming, and PENN is a good play on both of these themes. PENN’s rollout of
betting apps in a few states has seen strong adoption and has further tailwinds ahead with more states legalizing
sports betting. Meanwhile, in 2021 PENN should benefit from a return to normalization with vaccine rollouts for
its core gaming markets and should emerge stronger after implementing new technology while it continues to
digitize offerings allowing for new products. PENN sees a massive opportunity to win market share and convert
the Barstool audience to sports betting and iCasino customers. PENN should continue to thrive the next few
years as these growth themes expand across new state legalizations.

Generac (GNRC) is another long-time favorite that has thrived from the demand for home generators over the
last few years due to increasing prevalence of weather disasters such as hurricanes and wildfires. GNRC still
sees itself in the very early innings of the home standby market with every 1% of penetration equating to a
$2.5B opportunity and sees current penetration just over 5% and sees key megatrends driving these rates higher
over the next decade. GNRC is also a clean energy play with its Grid 2.0 presence and sees opportunity for an
investment cycle in legacy infrastructure and Telecommunications, the latter with 5G driving requirements for
increased network uptime. The energy storage & monitoring opportunity is massive and one where GNRC
expects to be a leader. GNRC fits the mold of what we look for in top picks, winners in categories of large and
growing markets driven by multi-year secular growth trends that remain in the early adoption phase.

RH (RH) performed very well in 2020 with shares +115% YTD and I stated to start the year it was one of the
most mis-priced (too cheap) stocks in the entire market and that has now corrected, but the growth story and
visionary management make it a longer term investment idea. As a leader in home furnishings it stands to
benefit from the improving housing backdrop while its higher-end focus also captures the more resilient spending
from the top income earners. RH is also a beneficiary of the urban to suburban shift and the shift from spending
on experiences to things as people spend more time at home, although that shift could slow in 2021. RH expects
an extended period on spending to continue for a few years and has opportunities for expansion. RH is a luxury
brand and is seeing significant margin expansion along with strong topline growth.

Acadia Pharma (ACAD) is the smallest name to make the list and wanted to have a Biotech name with upside
potential and this is one I also believe to be a likely M&A target in the neurological space. ACAD fits the mold of
my favorite Biotech investments, a fresh commercial launch story with Nuplazid while having plenty of upside
pipeline catalysts. ACAD has a PDUFA for dementia-related psychosis in April which is a $3B opportunity in an
$8B market cap name that already is approved in Parkinson’s. I see ACAD’s Nuplazid being a big success story
as it expands into much larger opportunities and think it is undervalued and a prime acquisition target if it
receives approval in April.



Top 25 Short Investment Ideas for 2021

**With Each Short I Provide a "Better Option" of a Similar Market Cap Stock in a Related Industry for those Interested in
a Pairs Trades. These are all names that screened poorly versus peers on various financial metrics and mostly in
industries with multiple headwinds leading to weaker growth in 2021 and facing competitive threats. These are not the
sexy high valuation shorts and focus more on secular losers**

MARKET EVTO EBITDA ROCE EV/FCF FCF DEBTTO ENTRY ENTRY TARGET STOP BETTER

Ticker Company

CAP EBITDA MARGINS YIELD EBITDA 1/2 212 OPTION
PM Philip Marris International Inc. 134,069 12.8x 42.69%  38.71% 19.2x  6.23% 2.5x  $87.00 $80.00 $65.00 $106.00 TPB
IBM IBM 112,140 10.9x 23.65% 10.89% 14.2x  10.21% 3.0x $127.00 $135.00 $90.00 5148.00 ACN
BDX  Becton Dickinson and Co 73,321 15.4x 35.87% 7.50% 3.0x $255.00 5265.00 $175.00 5285.00  WST
KMB  Kimberly Clark Corp 45,946 11.9x 22.75%  31.42%  20.7x  5.59% 1.8x 5140.00 $145.00 $110.00 $155.00 EL
GD  General Dynamics Corporation 43,812 11.1x 13.92%  12.29%  21.4x  5.95% 2.3x  5155.00 5165.00 $115.00 5180.00  LHX
AEP  American Electric 41,344 12.4x 34.96% 4.68% 5.1x $83.00 $89.00 $65.00 $95.00 XEL
RSG  Republic Services 30,846 13.2x 28.25% 7.75%  33.4x  3.81% 2.9x  $98.00 5102.00 §75.00 5115.00 CWST
PRU  Prudential Financial Inc 30,298 10.61% 0.61% 3.1x  $80.00 $86.00 $60.00 $97.00 MET
DLTR Dollar Tree, Inc. 26,313 11.2x 9.51% 8.78% 29.4x 3.71% 1.8x  5112.00 5120.00 §85.00 5130.00  FIVE
HRL  Hormel Foods Corp 25,884 18.1x 13.59% 11.64% 0.6x $48.00 $51.00 $40.00 $55.00 NOMD
SNN  Smith & Nephew 18,276 19.4x 29.62% 13.18% 1.2x  $41.00 $46.00 $34.00 $51.00 EW
AKAM Akamai 17,432 12.1x 41.86% 14.37% 31.2x  3.08% 1.4x $110.00 5120.00 5$80.00 $130.00 NET
CHKP Check Point 17,139 14.7x 51.11% 19.41% 12.3x  6.31% 0.0x $125.00 $132.00 $100.00 5145.00 PANW
ESS  Essex Property Trust Inc 15,282 20.6x 66.08% 3.84% 5.9x 5235.00 5265.00 $165.00 5300.00 sul
PKG  Packaging Corp Of America 12,789 11.6x 20.75% 12.97% 1.7x 5135.00 $150.00 $100.00 $165.00 BLL
NLOK NortonlLifeLock Inc. 12,571 11.6x 45.02% 7.10%  25.3x  4.76% 3.9x  $22.00 $25.00 §15.00 $28.00 QLYS
OTEX Open Text Corp (USA) 12,309 11.8x 36.92% 9.43% 16.3x  7.32% 3.0x  $45.00 $50.00 $35.00 $58.00 BILL
UHS  Universal Health 11,667 8.0x 15.84%  10.23% 7.3x  16.64% 2.2x 5138.00 5148.00 $105.00 5165.00 HCA
UDR UDR, Inc. 10,899 21.3x 68.21% 2.50% 5.3x  $37.00 $41.00 $25.00 $44.00 CPT
WLK  Westlake Chemical 10,430 11.2x 17.32% 5.01% 23.5x  5.47% 2.2x  $82.00 $%0.00 $60.00 5105.00 PPG
TAP  Molson Coors Beverage Co 10,029 8.1x  22.35% 3.02%  15.7x 11.36% 41x $46.00 $52.00  530.00 $58.00 SAM
DOX Amdocs 9,078 9.4x 20.04% 13.25% 18.7x  5.23% 0.4x $69.00 $74.00 $50.00 $80.00 BKI
ALV  Autoliv 8,025 12.3x 13.16%  13.45% 44.3x  2.70% 1.9x  $92.00 5103.00 §70.00 5112.00 GNTX
JLL  Jones Land LaSalle 7,610 13.4x 11.13% 10.51% 1.3x 5150.00 $160.00 $105.00 $177.00 CSGP
RL Ralph Lauren 7,399 16.3x 14.63%  10.10% 3l.6x  2.90% 1.3x  5102.00 5110.00 §70.00 5130.00  CPRI

**I decided to add this at the last minute as some higher risk shorts, names where valuation is high along with
expectations where I think the market is overly optimistic. I have always hesitated to short on valuation alone and more
looking at names that may have risen with the tide but are not preferred quality owns and have company-specific risks**

Ticker Company MARKET EVTO EBITDA ROCE EV/FCF

CAP EBITDA MARGINS
MRNA Moderna, Inc. 49,812 -93 -854.9% -3421.48% -169.741
PLTR  Palantir Technologies Inc. 46,216 324 -40.2% -3602.77%
FNV Franco Nevada 24,582 30 79.8% 686.29% 39.003
ABMD Abiomed 13,662 50 32.1% 1938.06%
BYND Beyond Meat 3,689 455 8.5% -19.09% -71.643
NYT MNew York Times Co 3,247 31 13.7% 1017.18% 43.6963
VERX Vertex, Inc. 5,327 65 23.2% -8873.60% 173.102
ALRM  AlarmCom Hldg Inc 4,926 42 21.6% 2147.14%
RPD Rapid7, Inc. 4,798 270 3.8% 68.48% -390.325
NEWR MNEW RELIC, INC. 4,301 61 16.5% 302.62% 150.862
0OSTK  Overstock.com Inc 2,527 25 -6.3% -5859.31%  9.9766
IRBT I-Robot 2,463 10 13.2% 1175.94%



Top 35 Small Cap ($2B to $6B) Longs for 2021

Ticker Company

SDGR Schradinger Inc

VRNS Varonis Systems

MEDP Medpace Holdings, Inc.

UPWK Upwork Inc.

DSGX Descartes Systems Group Inc (USA)
SAIA SAIAINC

GSHD Goosehead Insurance, Inc.

HLI  Houlihan Lokey

ASGN ASGN Inc

BE  Bloom Energy Corp

BAND Bandwidth Inc

VW  Valvoline

PRLB Proto Labs Inc

DAVA Endava plc

SSD  Simpson Manufacturing Co, Inc.
GTLS Chart Industries, Inc.

APAM Artisan Partners Asset Management Inc.

TRNO Terreno Realty Corp
CRNC Cerence Inc.

KRNT Kornit Digital Ltd

SHAK Shake Shack Inc.

SAFE Safehold Inc.

CRSR Corsair Gaming, Inc.

NARI  Inari Medical Inc

AIMC  Altra Industrial Motion Corp.
JMIA  Jumia Technologies AG
FOCS Focus Financial Partners Inc
IBP  Installed Building Products, Inc.
REGI Renewable Energy Group Inc
PTVE Pactiv Evergreen Inc.

SPT  Sprout Social, Inc.

SONO Sonos Inc

ACA  Arcosa, Inc.

STOK Stoke Therapeutics, Inc.
|AVAV AeroVironment Inc

Schrodinger (SDGR) is one of the most exciting stories in the market, as it transforms the discovery of
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therapeutics and materials. Its software platform enables discovery of high-quality, novel molecules for drug
development and materials applications more rapidly, at lower cost, and with, a higher likelihood of success
compared to traditional methods. Its software is used by biopharmaceutical and industrial companies,
academic institutions, and government laboratories around the world. SDGR is providing a means for more

effective and cheaper drug discovery in an era with a lot of new biopharmaceutical R&D. SDGR also has a drug
discovery business it operates with several key partners and in November announced a major deal with Bristol



Myers with $55M upfront and potential to receive $2.7B in milestone payments. It has a great business model
and in the early innings of a massive opportunity to transform the drug discovery industry.

Varonis (VRNS) was a misunderstood story early in 2020 as it transitions to a subscription model, but shares
are closing the year very strong. VRNS will be able to accelerate revenues post-transition and is seeing an
expanding TAM. It sees an opportunity to take a large share of security spend with a data-centric approach
noting sensitive and regulated data is more exposed than ever before. VRNS should continue to win new
customers with the latest hacking news with a focus by companies on compliance and governance. VRNS
profitability is ramping with the model shift and it is seeing accelerated wallet share from CSO budgets. It is a
strong thematic play on data growth and the hybrid cloud and is targeting a $20B opportunity across IT and
Security.

Medpace (MEDP) remains a favorite play in one of my favorite industries, CRO, and a direct beneficiary of all
the investments in biopharmaceutical research. MEDP has one of the strongest growth and margin profiles in
the industry with smaller biopharma accounting for 60% of customers and sees its penetration well below
10%. It offers a full-service approach and Oncology accounts for 30% of revenues while having relatively low
customer concentration. MEDP sees the small and mid-sized CRO market TAM at $16B and has maintained a
strong book to bill ratio but has declined in recent quarters and want to see it turn back higher. Biotech
funding remains very strong and MEDP is a good way to play the growth in small Biotech without the blow-up
risk that Biotech stocks carry.

Upwork (UPWK) has been a strong 2H20 story as it catches up to the move by closest peer Fiverr (FVRR)
as the strength of the gig economy theme is likely to benefit multiple players. UPWK has grown into the
world’s largest work marketplace by GSV and seeing record adoption in Q3 as more businesses look to remote
work solutions. UPWK has seen strong growth in 2020 as their offering gives large companies more flexibility,
accelerates time to market on projects, and allows them to invest in highly specialized labor. UPWK has shifted
a lot of their sales force in recent months towards their Enterprise plan and catalysts into early 2020 as they
launch new products like Virtual Talent Bench and Project Catalog, the latter a curated collection of projects
which will officially move out of beta in February. UPWK continues to execute well on platform upgrades and
expanding SEM on mobile and better international reach positions them for continued records on the client
adds side in 2021. UPWK will be a key winner in the revolution of the global labor market as freelancing gains
more share of the market. UPWK has a strong moat with its data algorithms and machine learning power
offering a valuable service. It has opportunities to grow its client base significantly, grow spend from existing
clients, expand into new categories, and focus on the large opportunity in Enterprise.

Descartes (DSGX) continues to screen attractive in the software space at 14.6X EV/Sales with its niche focus
on the logistics area. Secular drivers such as increased automation, more complex global trade, ecommerce
and last-mile logistics, mobility in real-time, content/data monetization and a highly fragmented industry are all
contributing to the DSGX growth story. DSGX is a sneaky way to participate in ecommerce growth and also
has a long M&A history with several tuck-in deals with the logistics software industry very fragmented. In 2020
we saw the value in logistics with all the disruptions and DSGX is solving many of these problems and has
industry-leading customers across all transportation industries. DSGX generates robust FCF and is expanding
margins via cost controls and operating efficiencies. Its deal for Shiptrack which provides ecommerce final mile
solutions was a very smart one and DSGX has a tremendous opportunity in multiple large markets while
remaining a relative unknown to average investors.

SAIA (SAIA) is a smaller cap trucker that screens well across all key metrics and although Old Dominion
(ODFL) is far and away the best-in-class operator, SAIA is right there behind it. SAIA is a US-based LTL name
benefitting from a strong pricing environment. It operates in a $40B annual revenue industry with Fed-Ex, YRC
Worldwide, XPO, Old Dominion, and UPS the largest players. SAIA has seen a steady improvement in its
operating ratio since 2016 and its investments in its network positions it for further volume growth and share
gains. The trucking cycle has further to run and SAIA is likely to see further pricing momentum lead to margin



expansion. Into 2021 it sets up well with an improving industrial economy, strong housing market, and
inventory restocking for the LTL group.

Goosehead (GSHD) stands above the crowd in the low-growth insurance industry with a 5-year CAGR of
45% in new business and renewal premium growth. GSHD's disruptive model has positioned it for sizable
growth in a large and fragmented industry. It has a robust technology platform and continues to innovate
while delivering recurring revenues and margin expansion. Independent agents are capturing more market
share for homeowner and auto insurance and GSHD has a vision to become the largest US personal line
distributor and currently is just a tiny fraction of its larger competitors. It operates via a corporate channel
where it employs much younger people and a Franchise channel for those with the entrepreneurial spirit and
seeking autonomy. Its technology advantages have been a key factor leveraging big data and developing
applications. GSHD is an attractive growth story that will continue to disrupt a large industry and win market
share for many years to come.

Houlihan Lokey (HLI) is a global investment bank specializing in mergers and acquisitions that has
generated impressive growth for many years and stands to benefit from a resurgence in M&A activity.
Financial Restructuring is also a large part of its business with bankruptcy and insolvency. HLI ranks at the top
of US M&A Advisors and Restructuring Advisors. HLI also continues to expand its reach through small M&A
deals and has diversification across industries. HLI is looking to expand into Europe and Asia as another
growth driver and is just a real solid operator at attractive valuation.

ASGN (ASGN) screened best among the staffing names for 2021 and I like its position as a leader in the IT
staffing category where there are secular growth tailwinds. ASGN will benefit from the digital transformation
via higher end, higher margin IT consulting services and solutions offered. It sees 28% of revenues from
Federal/Civilian markets which are insulated from economic uncertainty and the Commercial business has
solutions for large and growing addressable markets like cloud solutions, application development,
cybersecurity, and workforce management. ASGN has a very stable business and is a nice way to gain
exposure to the rising need for IT jobs with every industry undergoing a digital shift.

Bloom Energy (BE) has participated in the late 2020 surge in alternative energy focused stocks but seems to
have the most staying power among the fuel cell nhames. BE focuses on solid oxide fuel cells which are unique
in that the electrolyte used is a solid material and they're fuel-flexible. SOFCs also have advantages as they're
modular, scalable, and efficient. Their Energy Server platform is a power generation system much like a
generator. It's an uninterruptible, personal, flexible system for storing and using energy with lower costs,
better reliability, and more predictable uptime. BE sees a big advantage as well in the density of their product
versus peers like solar which can require much more space to operate. For example, a simple stack of fuel
cells can put out 1MW of energy with a footprint that is 125X smaller than solar would require. BE sees big
opportunity in moving critical organizations off of the traditional baseload power grid and into their own
personalized energy servers, especially at a time. The market opportunity is massive as well in commercial and
industrial markets. BE announced plans to enter the hydrogen market in July with their first commercial
products being introduced in South Korea next year through an expanded partnership with SK Engineering and
Construction. BE products have significant competitive advantages that should allow for it to sustain revenue
growth and margin expansion for many years to come.

Bandwidth (BAND) has been a great find and continues to be a great way to play the strongly growing
CPaaS market which is estimated to grow to $17B in 2023 from $5B currently. BAND is taking market share
from incumbents with a shift to the cloud from on-premise with voice & messaging one of the key areas.

BAND also did a key deal for Voxbone in October which accelerates its international expansion by several years
creating a global communication software leader with opportunities for cross-selling to customers. BAND has
been improving across all key metrics and is well positioned to win in the Enterprise market. BAND is making
all the right moves and will see strong revenue growth and margin expansion for years to come as it is a clear
leader in a large and growing CPaaS market.



Valvoline (VVV) is a boring name that sneaks into this list but screens cheap on valuation with a solid 2.15%
dividend yield. It operates a high return and resilient business model and is shifting to a more services-
oriented focus. VVV has nearly 1500 company owned and franchised stores, a top premium motor oil brand,
and adjusted EBITDA margins above 20%. It screens cheap to other automotive aftermarket peers and has
posted an impressive streak of same store sales growth (14 years) at Quick Lubes. VVV’s strong cash
generation allows for its growth initiatives to be self-funded. VVV is becoming a more global player and
continues its transformation towards services with the growth of the Quick Lubes business. I expect as VVV's
growth profile improves it will re-rate higher and close the valuation gap with peers.

Proto Labs (PRLB) is a favored name in the additive manufacturing space that is seeing a lot of attention
into the end of 2020. PRLB is custom manufacturer of on-demand parts using injection molding, 3-D printing,
direct metal laser sintering and other processes for engineering across a number of end-markets. PRLB has
been a winner in the shorter product cycle theme while in 2020 saw a surge in demand across COVID related
industries. PRLB is rapidly expanding and becoming a leader in a nascent digital manufacturing industry
utilizing automation software. Its two largest markets are Medical & Computer Electronics. The benefits of its
service offering is a pay-as-you-go model with virtual inventory, large capacity, and the ability to easily
manage demand volatility. It estimates its current addressable market at $10-$15B. PRLB is expanding its
customer base and launching new technology and recently released its new e-commerce digital manufacturing
quoting experience to customers which revolutionizes the buying experience. PRLB has a strong balance sheet
with solid cash flow generation and a name I expect to be a winner for many years to come in the digital
manufacturing market.

Endava (DAVA) was a discovery from May 2019 that I wrote in detail unable to understand why it was so
cheap to other digital transformation IT plays and has proven to be a great find. DAVA is a pure play next
generation technology company targeting a massive $390B digital transformation spending market expected to
grow at a 20% CAGR through 2021. It generates the majority of its revenues in Europe while also seeing Latin
America exposure, but very little North America revenues. Payments and Financial Services is 53% of its
verticals for revenues while Tech, Media and Telecom 27% and Other is 20% which includes Consumer
Products, Healthcare, Retail and Logistics. DAVA is a combination of rapid revenue growth, improving
profitability, strong client metrics, and low capex with strengthening free cash flows. DAVA is a unique play
with its geographical exposure as well as its strong ties to the Fintech theme. It serves massive markets and
has delivered impressive numbers, and no reason to believe that can not continue considering the secular shift
in IT.

Simpson Manufacturing (SSD) has quietly been one of the great companies the last few years with
industry-leading growth and margins. SSD designs, engineers and manufactures structural connectors,
anchors, fasteners, software solutions and other products for new construction, repair and remodel, and do-it-
yourself markets. Its focus is on wood construction products with applications in single-family, multi-family,
decking, and outdoor accents. It also has a wide range of concrete construction products and would benefit
from a US infrastructure plan. SSD estimates its products have an addressable market of around $3.5B with its
share only at 22% and 14% for fasteners and concrete products while a dominant 52% share in wood. SSD
also offers software solutions with over 40% of its core wood connector sales to customers with software
needs. SSD is a high quality cyclical leader that sets up well for the 2021 theme of rebuilding America.

Chart Industries (GTLS) was a find in October as it stood out in a struggling Energy industry growing its
sales impressively and is making strategic moves in the hydrogen opportunity after buying Worthington’s
(WOR) cryogenic & hydrogen trailer businesses and investing in McPhy, a European company specializing in
zero-carbon hydrogen production & distribution equipment. The moves have doubled its TAM in hydrogen to
$1.1B. GTLS is quietly positioning itself as a play on the clean energy transition with a focus on specialty
products and services. In 2021 under the new administration stricter regulations should drive further
opportunities for GTLS. Specialty markets like water treatment, over the road trucking and hydrogen are just a



few areas driving growth and it has a very unique and broad portfolio, truly one of the most interesting stories
in the Energy sector.

Artisan Partners (APAM) was a surprise find this year in an asset management industry that lacks a lot of
compelling opportunities competing against the mega-cap leaders, although there has been talk of smaller
names being acquired in an industry-push towards consolidation. APAM is not discussed too often but is
delivering steady AUM growth, a key for the industry, with its third-generation strategies and sector-leading
alpha across multiple products while also driving margin expansion and offering a large 5.6% dividend yield.
APAM is coming off arguably its best quarter in history and is a unique gem in this industry group. They are
launching innovative strategies and adding new investment talent while driving impressive inflows.

Terreno Realty (TRNO) is the REIT making the list this year falling into my preferred sub-segment,
Industrial, and positioned six key coastal markets for logistics. It operates with superior rent growth and low
vacancy with Warehouse/Distribution 82% of its business with the majority of its portfolio focused on shrinking
and no new supply submarkets. TRNO has the highest population density per square mile compared to all
other industrial REITS. TRNO is a favorite play on ecommerce among the REITS with large tenants like Fed-Ex
and Amazon while Tesla has also been a key tenant and generates above-average FFO growth.

Cerence (CRNC) was a write-up for members in February that turned into a massive winner in 2020 yet still
has plenty of opportunities ahead. CRNC is a provider of A.I. powered assistants and innovations for connected
and autonomous vehicles, a spin-off from Nuance Tech, and its platform utilizes industry-leading speech
recognition, natural language understanding, speech signal enhancement and acoustic modeling technology.
Automotive virtual assistants built with its platform can enable a wide variety of modes of human-vehicle
interaction, including speech, touch, handwriting, gaze tracking and gesture recognition, and can support the
integration of third party virtual assistants into the in-vehicle experience. It sees key emerging trends like
Vehicle Intelligence, Virtual Assistants, Distracted Driving, Share Mobility, Autonomous Driving and Electric
Vehicles as propelling its market potential. Voice Assistance in vehicles is seeing growing adoption and 62% of
new car buyers consider it a factor during purchase. CRNC is working to double its revenue per vehicle and
expects to increase usage of a SaaS revenue model packaging new service offerings while also plans to pursue
new after sale and adjacent market opportunities. CRNC is positioned well to be a winner in the automotive
tech space with 85% of vehicles seen using in-car Al products by 2023, up from 59% in 2018 and cloud
connected services seen reaching 50% of vehicles in 2023 from 12% in 2018. CRNC also is a high margin
business with 52% of revenues from licenses. CRNC should continue to see increased penetration as well as
larger content per vehicle driving a multi-year growth story.

Kornit Digital (KRNT) has been an awesome growth story and continues to execute well, a leader in digital
printing solutions that is transforming a massive global textile industry. There is growing adoption of on-
demand sustainable textile manufacturing and ecommerce is causing an accelerated shift to proximity
manufacturing. Digital Printing is still just a tiny fraction of the large Decorated Apparel and Roll-to-Roll
markets. KRNT’s cutting edge technologies positioned it for accelerating mega trends such as ecommerce and
changing consumer habits. The US apparel ecommerce market is seen reaching $130B by 2024 and DTC sales
seen growing at a 33% CAGR through 2021 with forecasts that 66% of apparel will be purchased online by
2024. KRNT is similar to PRLB in that it benefits from companies wanting to lessen inventory and product on
demand with short, faster supply chains. KRNT also has a strategic relationship with Amazon and plans to
increase its presence in new product categories. KRNT is a fantastic growth story with so much of its future
potential untapped at this stage.

Shake Shack (SHAK) is a preferred growth name in dining with it transforming to a more digital story and
capturing the emerging trends of take-out and online ordering while also set to launch drive-through in 2021.
SHAK has one of the best unit expansion stories in the industry with 3X the locations likely in coming years
and can take advantage of the current real estate market. SHAK has an industry leading AUV, so best-in-class



unit economics, and has plenty of upside to margins. Although the restaurant industry was disrupted sharply in
2020, SHAK is a preferred longer-term name to own in this industry.

Safehold (SAFE) has been a great discovery as an innovative REIT. It is focused on acquiring ground net
leases and sees itself revolutionizing real estate ownership with a better way for owners to unlock value of the
land beneath their buildings. SAFE is reinventing ground leases to fit modern capital markets with the first and
only nationally-scaled platform, a market disruptor. It is providing a solution allowing for value-enhancing to
building owners with improved capital efficiency, improved cost efficiency and significant risk reduction. Since
its IPO in 2017 the size of its portfolio has growth with a 135% CAGR and market penetration has doubled.
The unrealized capital appreciation growth of its portfolio has risen at a 175% CAGR. It is disrupting a $7
Trillion US institutional real estate market and started out as a radical idea that is now creating one of the
fastest growing companies in public markets. Similar to great platform stories in Technology, SAFE is solving a
major inefficiency in a massive commercial real estate market. SAFE looks like an amazing opportunity long-
term that many investors will not take part in due to a lack of understanding of the inner workings of the
business model, but management lays things out very well and it looks like an exciting opportunity. GNL's are
attractive on a risk-adjusted basis, as the long-term cash flow from the land offers superior principal safety
and the potential for capital appreciation. They have exposure all across the country with the highest
concentration in NYC (45% of net leases) and DC (12%) and currently $2.8B in gross book value.

Corsair Gaming (CRSR) is a hame that debuted in 2020 and has been posting very impressive humbers as
it benefits from the strong growth in engagement across videogames. They are a market leader for
competitive gamers with a big business in computer parts and supplies like cooling solutions, ATX power
supplies, flash drives, and DRAM modules, often used in pre-built or custom-built PCs. CRSR sees themselves
capitalizing on two big and growing areas. First is growth in competitive gaming which has become a highly
specialized and high-performance area for hardware makers. Second is streaming which has continued to
become more mainstream as shown by the near 2B monthly users watching videos on YouTube, Twitch, and
other services. The gaming and streaming gear market is estimated at over $36B in 2019 according to Jon
Peddie Research and CRSR is expanding into new products and content to continue to win market share. CRSR
is positioned well for an emerging theme of competitive gaming and stronger adoption of serious gamers while
the margin upside potential also attractive as the revenue mix shifts to higher margin peripherals. eSports and
Gaming is now a $150B global industry and CRSR has a massive whitespace opportunity as casual gamers
transition to more competitive gamers.

Inari Medical (NARI) is a new med-tech IPO from 2020 that looks to be a long-term winner. a recent IPO
setting up nicely wedging back to the 13-week moving average and finding support. NARI is a commercial-
stage medical device company focused on developing products to treat and transform the lives of patients
suffering from venous diseases. Its current product consists of two minimally-invasive, novel catheter-based
mechanical thrombectomy devices. Its ClotTriever product is FDA-cleared for the removal of clot from
peripheral blood vessels and is used to treat patients suffering from deep vein thrombosis, or DVT. Its
FlowTriever product is the first thrombectomy system FDA-cleared for the treatment of pulmonary embolism,
or PE. VTE is a leading cause of death and disability worldwide and represents the third most common
vascular diagnosis in the United States after myocardial infarction and stroke. Researchers estimate that
approximately one million people present with VTE in the United States each year, resulting in approximately
296,000 deaths and direct health care costs in excess of $10 billion per year. VTE is a disease caused by blood
clot formation in the veins of the body. DVT occurs when clot forms in the deep veins of the extremities of the
body, such as the legs. PE occurs when a venous clot embolizes or becomes mobile, travels through the heart
and gets lodged in the pulmonary arteries of the lungs. Venous clot that causes PE originates as DVT. Of the
estimated 668,000 new DVT diagnoses and 400,000 new PE diagnoses in the United States each year, NARI
believes approximately 242,000 DVT patients and approximately 200,000 PE patients, could benefit from safe
and effective treatment with our ClotTriever and FlowTriever products, respectively. This represents a potential
annual addressable U.S. market opportunity for current products of approximately $3.6B in the US. NARI is in



the early days of its growth with share gains, expanding market opportunities, expanding internationally and
the overall VTE market inflecting positively into 2021.

Altra Industrial Motion (AIMC) makes the list as one of the few compelling growth stories in the Industrial
sector, a company that makes mechanical power transmission components like motors, gearing and controls
for a number if niche industrial markets. They have two business segments of note: Automation and Specialty
and Power Transmission Tech. The former is about 51% of overall revenues and growing at a faster clip with
exposure to things like robotics motors, surgical power tools, and software guides for autonomous vehicles
and materials handling vehicles. The latter is about 49% of revenues and more stable businesses like clutches
for helicopter rotors, brakes for industrial lawn mowers, brakes for wind turbines, and more. AIMC looks
positioned to be a winner of a strong Class 8 Truck market in 2021 as a supplier of compression release
brakes. AIMC sees opportunity to expand cross-selling opportunities, expand into more Industrial IoT services
and market their software solutions better. AIMC's cyclical markets look set for a strong recovery in 2021
which positions it well as already a best-in-class growth name.

Jumia (IMIA) had a rough start after its IPO in 2019 but has emerged with major momentum as 2020 comes
to a close, providing scarcity value as there are limited ways to invest in Africa. The company is the leading
online marketplace in Africa with reach into e-commerce, payments, food delivery, and travel. They also have
their own logistics network. Africa is a market with low penetration and Jumia seems similar to what
MercadoLibre was to Latin America many years ago. JMIA has a large reach and with mobile penetration
increasing across the continent the opportunities to expand into new markets and verticals is rapidly rising.
One potential catalyst in 2021 is a much larger global ecommerce player partnering with JMIA to expand reach
into the coveted African market. JMIA also has potential in payments with JumiaPay, and overall has a large
integrated ecosystem. JMIA is in the early stages of seeing growing traction across all of its offerings and a
likely strong topline growth story for many years to come. JMIA is essentially a long-term call option of Africa
following the rest of the World into the digital economy age.

Focus Financial (FOCS) screened as an attractive small cap wealth management services company and has
been delivering great numbers in 2020 in the highly fragmented RIA industry with over 60 partner firms. It is
primarily focused on ultra-high net worth and high net worth individuals and families by providing highly
differentiated and comprehensive wealth management services. The delivery of wealth management services
is moving from traditional brokerage, commission-based platforms to a fiduciary, open-architecture and
fee-based structure. This shift has resulted in a significant transfer of client assets and wealth management
professionals out of traditional brokerage, commission-based platforms to independent wealth management
practices. FOCS has one of the largest franchises in the World for RIA and in the US, RIAs manage $6 trillion
with that seen rising to $9 trillion via structural growth. The industry in winning $200-$300B in market share
each year and there is an ongoing flow od new talent and assets. FOCS has an interesting business model via
consolidation and sees there are 50,000 advisers managing over $3 trillion that are 65 years are older so there
needs to be a succession plan and FOCS offers scale, technology and other advantages. I see FOCS as a name
that will continue to win via its strategy in a massive industry that is growing well above industry rates.

Installed Building Products (IBP) is the preferred name in the highly fragmented building products market
with 67% exposure to new single-family builds. IBP is a serial acquirer as the fragmented industry consolidates
and continues to gain market share. Insulation is 64% of its revenues followed by Waterproofing,
Doors/Mirrors, Garage Doors, and Gutters. IBP has opportunities to expand market share in non-insulation
markets as well as expanding into larger commercial opportunities and repair/remodel. IBP has recently picked
back up on its acquisition strategy and looks positioned well for a strong pent-up demand housing market in
2021.

Renewable Energy Group (REGI) is focused on providing cleaner, lower carbon intensity products as a
leader in biodiesel. REGI is North America’s largest advanced biofuel producer serving the growing demand
for cleaner diesel fuels, which offer 50-90% lower emissions. It is also seeing margin expansion with lower



cost feedstock. California is a major driver of growing demand and more states are discussing low carbon fuel
standards. The BTC extension in early 2020 was a huge book to the industry that will result in an influx of cash
to REGI. REGI has discussed key strategy elements to grow earnings via expanding its renewable diesel
capacity and integrating downstream. The renewable diesel market is growing rapidly and REGI is the only US
pure-play on biofuels (Darling (DAR) another favorite with exposure to this theme). With carbon reduction and
clean fuel a global priority, REGI is positioned for long-term success. The industry is at an inflection point and
REGI has generated a 30% sales CAGR since 2010. North America and Europe demand for biodiesel is seen
reaching 5.9 billion gallons in 2020 from 2.9 billion in 2020. REGI also operates with cost advantages through
a diverse supply of feedstock. REGI is a great way to participate in growth of alternative fuel as carbon
reduction leading to better air and water quality becomes a global focus.

Pactive (PTVE) is an intriguing play in a normally boring packaging segment with it participating in the
thematic growth trends of sustainability and restaurant delivery/takeout. PTVE’s EarthChoice is the leading
sustainability brand in Foodservice, and the company is set to commercialize ~70 brand-extending new
products by next year. Sustainable packaging is expected to grow at a ~10% CAGR, while restaurant delivery
packaging grows ~8%. PTVE has also become a self-help story with it improving operations and thus margins.
EarthChoice has proprietary, sustainable offerings in: hot cups/lids; cold cups/lids; takeout containers,
dinnerware, cafeteria trays, cutlery, and straws. The breadth of the offering combined with its strong brand
attachment with consumers creates a competitive advantage in the fast-growing sustainable packaging space.
It is also a very high margin business compared to other segments so the growth will lead to a positive mix
shift for PTVE. PTVE should continue to win market share as more companies focus on ESG compliance and
like its future in the large packaging market.

Sprout Social (SPT) is a name that came into focus in a report I issued in June and has been a great
performer with plenty of upside remaining. Sprout Social is a powerful, centralized platform that provides the
critical business layer to unlock the massive commercial value of social media. Currently, more than 23,000
customers across 100 countries rely on its platform to reach larger audiences, create stronger relationships
with their customers and make better business decisions. With more than 3.4 billion global users consuming
and sharing billions of posts per day, social media has fundamentally changed not only marketing but the
entire customer experience. Social media is becoming mission-critical to the way organizations reach, engage
and understand their target audience and customers. SPT is a centralized platform to effectively manage their
social media efforts across stakeholders and business functions. It operates a single code-base without the
need for customizations or professional services, allowing it to efficiently scale the platform and quickly react
to changes in the market. SPT is gaining traction in larger markets with strong bookings and larger deal sizes.
The social media management market is large at $25B and it is becoming vital for all companies to have an
effective social media strategy and SPT is positioned to win a lot of business.

Sonos (SONO) is a high-end maker of audio products that is rolling out numerous new products and
capturing trends of more time spent at home and spending more money on things as opposed to experiences.
Sonos is the leading brand in wireless speakers, soundbars and subwoofers and has a 92% market share in
wireless audio for industry professionals. In the latest quarter demand exceeded supply for its newest
products: Move, Arc, One SL, Sub, Amp and Port. SONO has also been active with partnerships including IKEA
and a recent multi-year licensing deal with Legrand. SONO has grown household penetration at least 20% for
fifteen straight years and has historically seen its loyal customer base with strong repurchase habits. SONO fits
the mold of many great long-term investments as a high-end differentiated brand with major customer loyalty
and I expect it to continue to grow with homeowners continuing to invest in their homes.

Arcosa (ACA) was a value stock find early in 2020 and continues to look attractive, a spin-off from Trinity.
ACA segments include Construction Products, Energy Equipment and Transportation Products. ACA has a lot of
exposure to Energy where markets should perform better in 2021 and Wind Towers, Utility Structures and
Storage Tanks are key businesses. ACA has a strong balance sheet with very little debt and stands to be a big
winner on an infrastructure rebuild in the US. ACA’s Construction segment offers the highest margins and



focuses on natural & recycled aggregates, specialty materials, and construction site support. It has significantly
expanded its footprint in that area with multiple acquisitions. ACA is not a sexy growth story by any means but
has strong cash flow, a fortress balance sheet and effective capital deployment to provide strong shareholder
returns over time. It has the opportunity to continue making acquisitions and building out a much larger player
across three solid business segments.

Stoke Therapeutics (STOK) is the speculative biotech to make this list, always need some exposure to
exciting biotech markets. STOK is making a new generation of RNA-based genetic medicines that upregulate
protein expression to restore human health. Its TANGO platform (Targeted Augmentation of Nuclear Gene
Output) has transformative potential for gene upregulation and around 50% o human genes contain a TANGO
signature. With applicability to a broad range of targets. Lead asset STK-001 is a novel CNS-directed antisense
oligonucleotide (ASO) in Phase 1/2 development for the treatment of Dravet Syndrome (DS), a rare genetic
epilepsy w/ high unmet need. Initial results are expected in 2021. Preliminary data from its Part a of the
MONARCH study in the OPA-1 program due in 2021 has the potential to be a key inflection point for the stock.
STOK's platform has future potential to treat a range of rare diseases and early preclinical data has been
robust, making it a compelling moonshot own in Biotech.

AeroVironment (AVAV) is an attractive growth story in aerospace and defense where most of the players
are large caps and late in 2020 Lockheed did a deal for Aerojet (AJRD) and AVAV makes sense as a potential
M&A target (it was reported in May that FLIR made an offer in 2019). AVAV has been growing nicely as
defense budgets shift to unmanned aircraft and it has been seeing strong international defense sales. AVAV
has some interesting catalysts the next few years as its HAPS project moves to the certification phase from
ground testing after producing its first two HAWK30 aircrafts. SoftBank owns 95% of HAPMobile Inc. and
commercial production and launch remains multiple years away. AVAV is targeting large growing markets with
unmanned robotics and drones. It also has a tactical missile systems unit accounting for 21% of sales. AVAV is
a strong defense products name with excellent growth and a lot of future upside growth drivers which makes
it stand out in the industry as an attractive own.

Top 40 Attractive Micro Caps for 2021 ($500M to $2B

*Throughout 2021 I will write an in-depth profile on each of these names with one per week for OptionsHawk
members in our Weekly Radar Report, discovering future great stocks is one of the most fun parts of
investing*

Ticker Company MARKET EVTO EV TO Ticker Company MARKET EVTO EVTO
CAP EBITDA REVENUES CAP EBITDA REVENUES
CYRX Cryoport, Inc. 1,961 (473.0x) 26.1x MRTN Marten Transport 1,470 7.1x 1.6x
CALX calix Inc 1,942 26.3x 3.5x XPEL Xpel 1,469 58.6x 9.3x
AXNX Axonics Modulation Technologies Inc 1,938  (33.2x) 15.0x ROAD Construction Partners, Inc. 1,438 12.0x 1.4x
SITM  SiTime Corp 1,916  230.8x 16.0x BLFS Biolife Solutions Inc 1,423  198.3x 28.3x
ATSG Air Transport Services Group Inc. 1,394 6.7x 2.1x QTRX Quanterix Corp 1,393  (37.9%) 14.6x
CPK  Chesapeake Utility 1,368 15.6x 5.1x MHO M/l Homes Inc 1,393 0.6x
SCPL SciPlay Corp 1,866 10.5x 3.4x ACMR ACM Research, Inc. 1,375 54.5x 8.9x
TBIO Translate Bio, Inc. 1,345  (30.1x) 11.4x UTZ Utz Brands, Inc. 1,304 6.4x 0.9x
EVA  Enviva Partners LP 1,210 15.0x 3.0x VCEL Vericel Corp 1,218 61.1x 9.2x
TPIC TPl Compaosite 1,309 20.2x 1.1x IH iHuman Inc. 1,166
HLIO Helios Tech 1,710 17.3x 3.8x ATEC Alphatec Holdings Inc 1,091 (102.5x) 8.1x
PRAX Praxis Precision Medicines, Inc. 1,703 (43.6x) ELF e.lf Beauty, Inc. 1,153 20.7x 4.1x
INMD  InMode Ltd. 1,670 19.6x 7.4x IV i3 Verticals, Inc. 1,003  23.7x 6.5x
CSWI CSW Industrial 1,637 18.8x 4.1x SHYF Shyft Group Inc 994 14.1x 1.5x
TBK  Triumph Bancorp, Inc. 1,255 4.0x NVEE NVS5 Global Inc 994 12.1x 1.9x
COHU cCohu 1,599 20.8x 2.8x TCRR TCR2 Therapeutic 984
SPNS Sapiens 1531 21.0x 4.0x SIBN  5I-BONE 962 (24.6%) 11.8x
ILPT Industrial Logistics Properties Trust 1,507 16.3x 11.3x PETQ PetlQInc 949  20.0x 1.7x
PSNL Personalis, Inc. 1,506  (37.5x) 16.6x NESR National Energy Services Reunited Corp. 850 5.7x 1.5x

CSTL Castle Bio 1,486 (238.0x) 21.7x MEG Montrose Environmental Group, Inc. 791 22.4x 3.6x



Top International Stocks to Own in Each Sector for 2021

US Exchange Traded:

Ticker Company

MARKET P/E ROIC  FCF

DIVIDEND

CAP YIELD YIELD

PAAS Pan American Silver Corp. (USA) 7,037 36.51x 6.28 3.91% 0.69%
BEP Brookfield Renewable Partners L.P. 15811  (87.17x) (2.05) 1.95% 3.06%
BEKE KE Holdings Inc. 73,702 86.71x 33.34

ZTO ZTO Express 34877 30.37x 12.85 0.93%
BP BP PLC 74,828 (17.00x) 2.08 1.08% 9.50%
CRSP CRISPR Therapeutics AG 10582 (29.60x) (194.35)

XP XP Inc. 23,235 54.16x 18.83 (0.37%) 0.39%
BILI Bilibili 36,650  (73.23x)  (23.93)

NTCO Natura &Co Holding S.A. 13,909  (294.45x) 0.73

TSM Taiwan Semi 469,853 148.84x 8.14 0.37%

Foreign Exchange Traded:
Ticker Company MARKET P/E ROIC FCF DIVIDEND
CAP YIELD YIELD

NEOEN:FP Neoen SA 4802  139.16x 0.88 (7.58%)
SAGA-A:SS Sagax AB 57,219 25.73x 5.33 0.94%
IMP:SJ Impala Platinum 159,850 5.41x 29.71 5.63%
SINCH:SS SinchAB 71,383 159.41x 10.93

ADYEN:NA Adyen NV 58077  234.26x  (27.65) 0.46%

SOI:FP Soitec SA 5,116 60.409x 23.31  0.75%

TMV:GR TeamViewer AG 8,750 70.68x 18.88  0.89%

XRO:AU Xero Limited 22,087 377.78x 0.64 0.14%
ASELS:TR Aselan Electronics 40,675 9.16x 25.20 (1.29%) 0.90%
SRT:GR Sartorius AG 25,868 78.75x 9.14 (3.13%) 0.25%
GN:DC GN Store Nord A/S 69,199 51.15x 1446 2.38% 0.29%
EQT:SS  EQTAB 181,305  80.88x (1,028.16) 1.25%
ENX:FP Euronext NV 6,290 18.75x 7.96  3.88% 2.36%
LUNE:SS Lundin Energy AB 63,041 31.01x 12.50 6.46% 3.93%
DNP:PW Dino Polska SA 27,647 45.06x 19.81 0.34%

DHER:GR  Delivery Hero SE 23,717  (31.86x) (142.80) (2.63%)

EVO:SS Evolution Gaming 167,823 51.08x 70.99 0.98%
4385:JP  Mercari Inc 701,863 (2,668.46x)  64.65 (1.78%)

CLNX:SM  Cellnex Telecom SA 24,370 (1,022.45x) 0.60% 0.14%
ADE:NO Adevinta ASA 08,016 568.05x 3.73  0.44% 0.04%
7974:JP Nintendo Co., Ltd 8,784,956 20.99x 21.15 4.13% 2.41%



Diversified Portfolio of 12 High Yield Stocks to Own for 2021

Ticker Company MARKET P/E ROIC FCF DIVIDEND
CAP YIELD YIELD
VZ Verizon Communications Inc. 250,189 12.46x 5.91 8.27% 4.11%
ABBV AbbVie Inc. 134,404 9.96x 34.38 10.77% 4.58%
GLPl Gaming and Leisure Properties Ini 9,829 20.17x (2.50) 6.04% 5.44%
MO Altria 81,362 10.01x 6.02 10.23% 7.79%
DUK Duke Energy CORP 66,472 17.63x 1.01 (3.41%) 4.29%
PGR Progressive Corp 56,774 13.36x 9.34 3.44%
COP Conoco 43,768  (42.29x)  5.91 (0.61%) 4.13%
KHC Kraft Heinz Co 42,511 12.40x 1.93 9.75% 4.60%
MET MetLife 41,083 8.11x 7.23 3.98%
DOW Dow Inc. 41,286 38.44x 0.20 9.40% 5.07%
PSX Phillips 66 20200 (2,089.06x)  6.15 (0.59%) 5.36%
STX Seagate Technology PLC 16,629 13.70x 15.20 7.93% 4.09%

8 Contrarian Stock Picks for 2021

(High Short Float with Strong Business Trends)

Ticker Company MARKET EV/Sales EBIT ROIC FCF SHORT

CAP MARGIN YIELD FLOAT

Yo

SNOW Snowflake Inc. 98,041 (105.64%) (71.79) 15.0%
RKT Rocket Companies, Inc. 42,944 2.8x 29.49% 37.05 27.4%
z Zillow 31,788 9.1x  (1.77%) (3.09) 1.35%  15.6%
MDB  MongoDB, Inc. 22,713 39.5x  (12.74%) (16.31) (0.24%) 13.8%
GDRX GoodRx Holdings, Inc. 17,376 31.2x 36.94% 27.90 27.0%
Fd| Zoomlnfo Technologies Inc 16,682 37.5x 32.19% (0.89) 0.75% 19.0%
RUN  Sunrun Inc 12,385 17.1x  (25.13%) 0.96 13.2%
|RARE Ultragenyx Pharmaceutical Inc 11,078 41.3x (408.98%) (112.55) 11.4%

Snowflake (SNOW) was one of the many exciting IPOs in 2020 and with that it was also one that was
immediately hated due to its outrageous valuation, but as history has shown time and time gain it is a fools
errand to try and value a hyper-growth stock in its early innings. More importantly, what we do know is that
SNOW is delivering insane growth numbers in a software industry transforming global economies. Further,
Berkshire Hathaway with a $1.5B stake is notable as well as several other smart funds that bought into the
name. SNOW is a leading cloud-based data-warehousing company and well-established in the space with
Gartner estimating a 10% market share, third best in the world behind SAP and Apache Hive. SNOW has set
itself apart from peers as their software is platform agnostic and can be run on AWS, Azure, and Google’s
cloud, giving them a distinct advantage in a market growing rapidly. Gartner estimates that 75% of all
databases will be in the cloud by 2022 and hybrid strategies likely more accelerated while IDC sees the
revenue opportunity in storage doubling by 2023 to over $180B. SNOW is growing and scaling its business at
an unprecedented rate and in a healthy Tech environment I fully expect it to continue to baffle the shorts.

Rocket Co. (RKT) is a leader in the massive mortgage origination industry and is transforming that

industry. RKT has provided more than $1 trillion in home loans since inception while growing its market share
from 1.3% in 2009 to 9.2% in the first quarter of 2020. RKT also expanded into complementary industries,
such as real estate services, personal lending, and auto sales. In each of these gigantic and fragmented
markets, they seek to gain share and drive profitable growth by reinventing the client experience. The U.S.
residential mortgage market remains highly fragmented and RKT should see further market share gains as



online adoption grows with a stated goal of a 25% share, while also being the post profitable mortgage
company in the country. RKT will have to deal with tough comps in 2021 and the overall cyclicality of the
mortgage market, but RKT’s disruptive process to increase the ease and speed of mortgage applications
should allow it to be a more defensive play while continuing to win in current and new markets.

Zillow (Z) is another high-growth name that people like to bet against despite it being such an iconic brand
and delivering consistent strong numbers disrupting a massive real estate industry. Zillow has expanded into
the Home Buying market via iBuyer where it competes with new start-ups like Opendoor and there is
significant potential to scale-up and expand margins. The digital transformation of the real estate market
remains in the early stages and Z has a strong position to capitalize. Z is in the early stages of monetization
streams in mortgage, homes, and other services. Z is a name that has seen massive bullish options positioning
including sizable January 2022 and 2023 opening put sales showing confidence in the long-term sustainability.
Z's core market is showing strong trends while its other businesses are a source of both margin and growth
upside potentially. Z is set to thrive over the next few years from a pent-up demand to move as well as the
much larger shift to digital transactions which will benefit all of its business segments.

MondoDB (MDB) shares have tripled in 2020 and has been a favorite name the whole way up on the
modernization of databases theme. MDB is a leading cross-platform document-oriented database and popular
tool for modern apps. They also have their Atlas program which is a global cloud database used with AWS,
Azure and GCP. Nonrelational databases have several advantages over relational ones, including being better
at handling "Big Data" and offering better scalability and security. MDB announced a partnership last October
with Alibaba Cloud and its Atlas product now accounting for 40% of its business. The database market is one
of the largest in Software, $64B spent in 2019 expected to reach $97B in 2023. Database is at the center of
software application which is seeing growing spend/adoption across all industries. MDB has less than a 1%
share of this market, a long runway for growth. The database market is at the very beginning of a profound
platform shift towards the cloud over the next decade. As the new and existing workloads migrate to the
cloud, customers will be forced to examine and modernize their data architectures and MDB stands to be a
long-term winner.

GoodRx (GDRX) is a new issue in 2020 that hot slammed in Q4 on news that Amazon was entering the
Pharmacy business but the move seemed misjudged and GDRX addressed the concerns well on its latest
conference call, essentially dismissing it as a real threat. GDRX sees a massive $800B TAM for its solutions, a
$524B opportunity in prescriptions and $250B in telehealth the most notable segments. GoodRx was founded
to provide consumers with solutions to the complexity, affordability and transparency challenges American
healthcare presents. Its platform provides consumers with a variety of mobile-first offerings designed to make
their access to healthcare simple and more affordable. GDRX is tackling some major challenges within the US
healthcare system and looks positioned to be a potential winner in this massive industry ripe for disruption.
The $4 trillion Healthcare sector is one of the least digitized, and GDRX offers a serious value proposition to
consumers and healthcare providers. It offers a simple yet elegant mobile app allowing for pricing information,
savings programs and patience assistance programs. GDRX has first-mover advantage as well as key
partnerships to provide it with a defensible moat. With the potential to become the leading digital health
platform in the US, its current $19B market cap seems way too small.

ZoomlInfo (ZI) is a tech IPO from 2020 that has traded sideways but liking what I see in its quarterly reports
as well as options positioning. ZoomInfo is a leading go-to-market intelligence platform for sales and
marketing teams. Its cloud-based platform provides highly accurate and comprehensive information on the
organizations and professionals they target. This “360-degree view” enables sellers and marketers to shorten
sales cycles and increase win rates by delivering the right message, to the right person, at the right time, to
hit their number. Its go-to-market intelligence platform delivers comprehensive and high-quality intelligence
and analytics on over 14 million companies, including advanced attributes, technologies used by companies,
intent signals, and decision-maker contact information. It estimates a TAM of $24B. ZI operates a 99%
subscription business with more than 14,000 customers and a > 10X LTV/CAC ratio. ZI generated 103%



revenue growth in 2019 and 60% growth in 2020. It is also profitable and has impressive FCF margins. ZI has
all the makings of a great company with strong customer economics, a competitive moat with its machine
learning and Al run database and targeting a large addressable market.

Sunrun (RUN) should continue to work well in a strong market for solar growth and has led the industry
since 2007 with its solar-as-a-service model, which provides clean energy to households with little to no
upfront cost and at a saving compared to traditional electricity. The company designs, installs, finances,
insures, monitors and maintains the systems, while families receive predictable pricing for 20 years or more.
The company also offers a home solar battery service, Sunrun Brightbox, that manages household solar
energy, storage and utility power. The industry is seeing improving cost advantages as cost of solar modules
and batteries have declined significantly and the new Biden administration will be pushing strongly for
increased solar installations. In top markets like Hawaii and California penetration has grown strong to 32%
and 15% respectively while the rest of the US is at 2% with forecasts for 13% penetration by 2030. RUN is
not growing quite as fast as some peers but does have scale advantages and an intriguing position in grid
services. RUN’s value proposition to customers continues to improve and with that it will see accelerated
penetration. As the market leader in residential solar yet having < 1% of the share of US residential electricity
generation, the opportunity is enormous over the next ten years.

Ultragenyx (RARE) has been a strong performer in Biotech in 2020 yet still has a large short float. RARE
focuses on rare and ultra-rare genetic diseases through biologics, enzyme replacement, and an emerging
early-stage gene therapy program. The latter recently had positive data in Glyocogen Storage Disease and in
May another gene therapy program of theirs in OTC deficiency showed positive results with a Phase 3
expected to start early next year. In early April they reached a deal with Daiichi Sankyo to out-license their
gene therapy manufacturing processes for $125M upfront and a $75M equity stake. RARE also screens as a
potential ideal M&A target for large Pharma. RARE has guided to $1B in sales by 2025 though at a market cap
of $11.5B is valued at a premium already. RARE’s gene therapy program may prove to be an additional source
of upside. RARE enters 2021 looking to execute on its Crysvita launch and drive additional growth from Dojolvi
and Mepseuvii. It sees itself with 7 commercial products by 2025 and expanding its treatable patient population
six-fold. RARE has seen four approvals in the last three years which now are expected to results in 10X
revenue growth in the next five years. RARE also has more than fifteen preclinical programs. It is a
combination of an early commercial launch growth story with longer-term pipeline upside, and think it continue
to perform well.

Top 5 High Beta Stocks for 2021

Ticker Company MARKET EV/Sales EBIT ROIC
CAP MARGIN

SHOP Shopify 4,802 48.6x 2.90% 1.69

TWLO Twilio 57,219 31.3x (0.16%)  0.91

W Wayfair Inc. 159,850 2.0x (7.55%) 450.23

COUP Coupa Software Inc 71,383 50.8x 8.19% 5.67

TSLA Tesla, Inc. 58,977 21.3x 3.37% 0.27

Shopify (SHOP) has been one of the most successful tech stories on the planet as it only trails Amazon for
the amount of the ecommerce market it captures. SHOP will clearly face tougher comps in 2021 but its
platform provides the essential tools for any business to turn into an ecommerce business. SHOP has posted
impressive metrics consistently and still has a long way to grow particularly expanding its footprint outside of
the US & Canada. SHOP will also see positive tailwinds in the US from the number of new business startups
and overall shift to an entrepreneurial society. It estimates the small business TAM at $78B. SHOP also has a
great partner ecosystem of 5300 apps and 37,400 agencies and web designers. Its share of the US
ecommerce sales in 2019 reached 5.9% (Amazon is 37%). SHOP is also diversifying into other subscription



solutions while improving its operating leverage with cost efficiencies. SHOP’s core platform, payments, and
shipping will continue to push near-term growth while it has plenty of longer-term ambitions to expand its
opportunity. The Shopify flywheel is expansive and its key sales channels with Facebook, Walmart and TikTok
position it to capture an even larger share of US retail.

Twilio (TWLO) is another top tech winner from 2020 and it is just getting started with its leading customer
engagement platform the provides companies with digital engagement, software agility and cloud scale.
TWLO's use cases continue to expand from customer services to marketing to IT alerts. TWLO is targeting an
$87B digital cloud engagement TAM for 2023. TWLQO's business is diversified across all industries and customer
sizes and Messaging is the largest product contributor at 45% while Voice, Email, App Services and Other
account for the remaining. TWLO has one of the best go-to-market strategies in the software industry with
sales & marketing as a % of revenue at just 24%, only Shopify at 24% is even close to its efficiency. TWLO is
investing heavily in R&D and making key acquisitions with SendGrid and Segment which is not only expanding
its solutions, but also accelerating customer growth. TWLO hit $1.13B in revenues in 2019 and should reach
$4B or more by 2023, a rapid growth story worthy of premium valuation.

Wayfair (W) was positioned well for COVID as not only a major ecommerce player but also in the home
category where consumers allocated a lot of spending as experience spending shifted to goods. Although its
55% topline growth in 2020 will slow in 2021 as it laps these tough comps, it remains a very strong growth
story on the cusp of operating leverage ramping. Wayfair is building a leading home goods platform in both
the US and Europe and a massive market, estimated to be $600B and still in the early stages of transitioning
online. They've got long-term drivers from additional partnerships with suppliers, a sprawling network of more
than 12,000, while their logistics networks and existing infrastructure give them ample opportunity to gain
share and grow at scale. Wayfair is set to become an earnings and margin expansion story the next few years
as opposed to a pure topline growth story. W’s co-founders remain its largest shareholders which is always a
good sign. W is also seeing positive customer demographic trends with Millennials beginning to enter the
prime years for spending on home goods. As the home category continues to see more share done online,
Wayfair is the prime beneficiary taking a large majority of that share in the underpenetrated market. The trend
towards increasing household formations and home ownership will provide a positive backdrop into 2021.

Coupa (COUP) has been one of the strongest growth stories in software with its spend management
software, a priority for many companies. COUP is the market leader in BSM which is a $56B opportunity while
it also has large opportunities with Coupa Pay and Supply Chain Management. COUP has multiple growth
levers and its operating margins have expanded nearly every quarter the last few years and sees a long-term
vision of 25-30% versus the current 8% rate. Coupa Pay is seeing strong traction and it intends to win the
majority of the market, aiming for 70%+. Coupa also announced a key $1.5 deal for Llamasoft in November
expanding it into supply chain and network planning software. Coupa also did a deal for Bellin earlier in the
year which provides treasury management software. The Llamasoft deal may be the beginning of the future
supply chain — one in which AI drives decisions and value creation outweighs cost-cutting. COUP is positioned
for continued success across all its markets.

Tesla (TSLA) was the story stock of 2020 and a top pick from last year’s report. The case for Tesla is a very
simple one, yet it seems to attract so many haters. Put simply, Tesla is a luxury brand with a cult-like following
that is in the very earliest of stages as a market leader in EV, a technology that is set to disrupt the massive
automotive market globally and increase penetration for the next decade and probably longer. Similar to other
premier brands like Apple, Amazon, Netflix, Peloton, Spotify there will always be claims of competition
concerns, but in the end, consumers want the highest quality and most recognized product/service. The latest
news is that Apple may enter the EV market as soon as 2024 but if anything, I see that validating Tesla which
has a massive first-mover advantage. Tesla profitability is starting to ramp while topline growth remains
robust. Adoption of EV vehicles is set to accelerate with the improving economics of ownership as technology
is rapidly improving. Tesla simply screens so much better than any automotive peer on the planet from a
growth perspective and margin potential which could see vast upside driven by software sales. Tesla’s



competitive moat has been expanding and I think the company will continue to innovate and drive growth for
a very long time with new products and ventures and its ability to ramp production capacity the next few
years.

12 Hidden Gems for 2021 (Value and Growth Trading < 100K Shares/Day)

Ticker Company MARKET PE EBIT ROIC FCF Margin
CAP MARGIN
PRSC The Providence Service Corporation 1,980 19.1x 2.00% (1.62) 3.32%
OFLX Omega Flex, Inc. 1,732 21.71%  (98.88) 13.30%
MLAB Mesa Laboratories, Inc. 1,442  178.3x 15.42% 4.61 21.29%
LNN Lindsay 1,356 39.0x 11.42% 9.13 5.18%
SNEX StoneX Group Inc. 1,088 7.6x 0.40% 31.08 3.57%
MORF Morphic Holding, Inc. 1,060  (23.7x) (276.77%) 146.17 (258.05%)
FOR Forestar Group Inc. 093 12.2x 7.77% 6.07 (18.14%)
IESC IES Holdings Inc 991 5.07% 21.42 6.05%
ESTA Establishment Labs Holdings Inc 797  (21.1x) (34.55%) (84.91) (41.29%)
USLM US Lime & Mineral 642 20.03% (5.11) 12.58%
DCO Ducommun Incorporated 616 21.6x 7.80% 6.25 4.54%
FBRX Forte Biosciences Inc 500 {(4.5x) (170,863.89%) (259.10) (165,738.89%)

Providence Services (PRSC) is a $1.9B company that is the largest manager of non-emergency medical
transportation programs in the US primarily through its brands LogistiCare and Circulation. Providence also
owns a minority investment in CCHN Group Holdings, Inc. and its subsidiaries (“Matrix"). Matrix is a nationwide
provider of a broad array of assessment and care management services that improve health outcomes for
individuals and financial performance for health plans. NET Services provides non-emergency transportation
solutions to clients, including health systems, in 50 states and the District of Columbia. As of December 31,
2019, approximately 24.2 million eligible members received its transportation services, and during 2019, NET
Services managed approximately 63.2 million gross trips. PRSC’s acquisition of Simplura positions it to become
a leader in non-medical home care services. PRSC overhauled its leadership team in late 2019 and is
embarking on a transformational growth plan entering adjacent opportunities. PRSC is targeting very large
markets and positioned well for both demographic trends of an ageing population and a shift to value-based
care. At 21X earnings with revenues seen rising 50% in 2021 after navigating well through 2020 challenges
and having multiple growth levers, it is a name that can quietly be a winner over time.

Omega Flex (OFLX) is a leading manufacturer of flexible metal hose, which is used in a variety of ways to
carry gases and liquids within their particular applications including: carrying fuel gases into residential and
commercial building; automotive refueling; medical gases in healthcare facilities; and industrial applications to
carry corrosive compounds and mixtures or for very high or low temperature carrying. The flexible metal hose
industry is highly fragmented and diverse, with more than 10 companies producing flexible metal hose in the
United States, and at least that many in Europe and Asia. OFLX's top customer at 22-24% of sales is Ferguson
Enterprises, a leading distributor of plumbing supplies and HVAC equipment. OFLX does not have much of an
IR site or earnings calls to review but it is a strong business with 20-25% EBITDA margins, strong FCF and a
ROCE above 30%. Its end-markets look positioned well for 2021 so I expect it can continue to perform well in
the upcoming year.

Mesa Labs (MLAB) is a quality business growing revenues to $130M expected in FY21 from $96M in 2018
while EBITDA up to $37M from $25.5M in that same period. MLAB is a maker of quality control products and
services, many of which are sold into niche markets that are driven by regulatory requirements. It has
sterilization and disinfecting segment, Instruments segment, Biopharma development, and Monitoring
business. MLAB has a strong group of businesses and the biopharmaceutical development opportunity is one
of the most attractive areas providing turnkey solutions for bioanalysis and bio process testing with growth



being driven by cell & gene therapy as well as vaccines. MLAB is also utilizing M&A as it is transforming into a
higher growth business and expanding margins. At 12X sales shares are being valued at a premium but a
steady grower with high quality businesses that can continue to be a compounder.

Lindsay (LNN) is a familiar name that I had not looked at in a while but screened very well versus industrial
equipment peers. LNN is a global leader in providing a variety of proprietary water management and road
infrastructure products and services. It operates under two major segments, Irrigation and Infrastructure. The
irrigation segment includes the manufacture and marketing of center pivot, lateral move, and hose reel
irrigation systems which are used principally in the agricultural industry to increase or stabilize crop production
while conserving water, energy and labor. The infrastructure segment includes the manufacture and marketing
of moveable barriers, specialty barriers, crash cushions and end terminals, road marking and road safety
equipment, large diameter steel tubing, and railroad signals and structures. LNN operating margins have
expanded to 11.4% in 2020 from 7.8% in 2017 and is positioned to be a double digit EBITDA growth name
the next few years. LNN growth is being driven by megatrends such as global food security, sustainability,
farm economics and Ag technology. It has pivoted strongly towards tech with the industry’s leading fully-
integrated suite of intelligent irrigation tools to maximize efficiency. Its Road Zipper product in Infrastructure is
interesting as a way to minimize road congestion. LNN named a new CEO in November and is a solid
transformation story with improving growth and margins while its businesses would also fit nicely for a larger
acquirer.

StoneX (SNEX) is a $1B company that operates a global financial services network that connects companies,
organizations, traders and investors to the global market ecosystem through a unique blend of digital
platforms, end-to-end clearing and execution services, high touch service and deep expertise. It serves more
than 32,000 commercial and institutional clients, and over 330,000 retail accounts located in more than 130
countries. SNEX provides services such as Execution, Clearing, Global Payments, Advisory, Market Intelligence
and Market-Making. It has a diverse group of businesses and has been expanding its global scale while
generating a 16% revenue CAGR and 17% income CAGR since 2015. It is a name that benefits from volatile
environments which drive volumes and widens trading spreads and would also benefit from rising rates. In a
consolidating industry it is one of the last small players around but is putting up strong humbers and seems
underappreciated.

Morphic (MOREF) is a $1B Biotech that came public in 2020 that is applying its proprietary insights into
integrins to discover and develop a pipeline of potentially first-in-class oral small-molecule integrin
therapeutics. Integrins are a target class with multiple approved injectable blockbuster drugs for the treatment
of serious chronic diseases, including autoimmune, cardiovascular and metabolic diseases, fibrosis and cancer.
To date, no oral small-molecule integrin therapies have been approved by the FDA. Integrins are the only
receptors in the human body that use both intracellular and extracellular ligands to transmit signals both from
inside of the cell to the outside of the cell and from the outside of the cell to the inside of the cell. This bi-
directional signaling ability allows integrins to affect virtually every aspect of cell and organ homeostasis.
MORF has a broad preclinical pipeline across multiple disease areas and partnership with major Pharma
companies like AbbVie and Janssen. MORF-057 for IBD is one of its more compelling assets with annual sales
potential for $1.4B. MORF is well funded with enough cash through the end of 2022 and we should see a proof
of concept for MORF-057 in the middle of 2021.

Forestar (FOR) is a publicly traded residential lot development company and announced a merger with DR
Horton (DHI) in 2020 who now owns 65% of its outstanding stock. FOR develops lots for single-family homes
on sites it typically purchases in the open market and sells residential lots primarily to local, regional and
national homebuilders. FOR revenues have grown to $932M in 2020 from $109M in 2018 and EBITDA to
$77.4M from $2M. FOR operates in 49 markets across 21 states with a focus on the Southwest and Southeast.
The lot development market lacks many national participants and FOR is positioned nicely for a booming
housing market. FOR uses a high turnover, lower risk lot manufacturing strategy to generate efficient returns
and the deal with DHI provides a national platform and significant demand for lots. FOR has already seen its



share of lots sold to DHI as a percentage of DHI closings rise to 16% from 7%. Forestar expects to grow its
lot deliveries 25% to 30% in fiscal 2021 and to generate approximately $1.1 billion of revenue. FOR is also
focused on the attractive entry-level market which aligns with the DHI strategy. With DHI being my top
homebuilder, FOR also is an attractive company.

IES Holding (IESC) owns and manages operating subsidiaries that design and install integrated electrical
and technology systems and provide infrastructure products and services to a variety of end markets. Its main
markets include Communications, Residential, Infrastructure, and Commercial/Industrial which includes
building of data centers, electrical installation services, and electro-mechanical solutions. IESC has made this
same list in the 2020 report and shares +90% YTD, a name with little recognition but screens well consistently
on the numbers. IESC has posted revenue growth of 22.8% and 10.6% the last two years and EBITDA growth
of 49% and 37%. IESC focused on attractive end-markets and operates with no debt and strong cash flows. It
is a gem in the E&C industry.

Establishment Labs (ESTA) was a small cap discovery from August 2019 that continues to perform well
despite COVID disrupting its business in 2020 it sees a return to 30%+ revenue growth in 2021 after growing
revenues 76.5% in 2018 and 46.3% in 2019. ESTA is a medical technology company focused on improving
patient safety and aesthetic outcomes, initially in the breast aesthetics and reconstruction market. Motiva
Implants show low rates of adverse events (including rupture, capsular contracture, and safety related
reoperations) that compare favorably with those of competitors. Breast augmentation surgery remains the
leading aesthetic surgical procedure by number of procedures globally. ESTA is winning market share with its
innovative implants in an area that has lacked much innovation and driving strong results while margins have
risen sharply the last few years. It sees a $1.5B addressable market and approvals in the US and China would
triple its market, China approval seen in 1H22 and in the US studies remain underway. ESTA has the potential
to be a real game-changer in its niche.

US Lime & Mineral (USLM) is a manufacturer of lime and limestone products, supplying primarily the
construction (including highway, road and building contractors), industrial (including paper and glass
manufacturers), environmental (including municipal sanitation and water treatment facilities and flue gas
treatment processes), metals (including steel producers), oil and gas services, roof shingle manufacturers and
agriculture (including poultry and cattle feed producers) industries. The Company extracts high-quality
limestone from its open-pit quarries and an underground mine and then processes it for sale as pulverized
limestone, quicklime, hydrated lime and lime slurry. PLS is used in the production of construction materials
such as roof shingles and asphalt paving, as an additive to agriculture feeds, in the production of glass, as a
soil enhancement, in flue gas treatment for utilities and other industries requiring scrubbing of emissions for
environmental purposes and for mine safety dust in coal mining operations. Quicklime is used primarily in
metal processing, in flue gas treatment, in soil stabilization for highway, road and building construction, as well
as for oilfield roads and drill sites, in the manufacturing of paper products and in municipal sanitation and
water treatment facilities. Hydrated lime is used primarily in municipal sanitation and water treatment facilities,
in soil stabilization for highway, road and building construction, in flue gas treatment, in asphalt as an
anti-stripping agent, as a conditioning agent for oil and gas drilling mud, and in the production of chemicals.
Lime slurry is used primarily in soil stabilization for highway, road and building construction. USLM does not
have a ton of information on it but in 2019 grew revenues 9.6% and EBITDA by 26%. It is an interesting way
to play a recovery in construction.

Duocommun (DCO) is a leading global provider of engineering and manufacturing services for high-
performance products and high-cost-of failure applications used primarily in the aerospace and defense
("A&D"), industrial, medical and other industries. Electronic Systems and Structural Systems are its operating
segments. Commercial Aerospace accounts for 48% of revenues and should provide a recovery in 2021. Key
platforms for DCO include F-17 and F-35 aircraft, Patriot and TOW missiles, Apache and Blackhawk
helicopters, Airbus A320 and A220, Gulfstream, and Boeing 737 MAX. DCO makes highly engineered products



and has blue chip customers. Shares are back near new highs despite all the challenges in its markets in 2020
and has been a consistent grower that is likely to be a strong recovery story the next few years.

Forte Bio (FBRX) is a clinical-stage dermatology company in the United States. It is developing a live
biotherapeutic FB-401 that has completed Phase 1/2a clinical trial to treat inflammatory skin diseases for
pediatric atopic dermatitis patients. FBRX is likely a boom or bust story with Phase 2 data due in mid-2021 for
FB-401 and is considered one of the bigger binary readouts in 2021 as an important validation step for
microbiome medicines. Atopic Dermatitis is a large market and this is a differentiated approach that could be a
major event. Eric Simpson, Professor of Dermatology at the Oregon Health & Science University, attributed a
70%-80% probability of success for Forte's FB-401.

Some additional names I want to look at through 2021 that fit this group and look to have intriguing growth
opportunities include Apollo Medical (AMEH), Allied Motion (AMOT), DZS Inc. (DZSI, Red Violet
(RDVT), Chicken Soup for the Soule (CSSE), LiqTech (LIQT), Pro-Dex (PDEX), Envela (ELA), DLH
Holding (DLHC), Bioanalytical Systems (BASI), Core Molding Tech (CMT), Issuer Direct (ISDR),
RumbleON (RMBL), and Good Times Restaurant (GTIM). I have added these to the MicroCap list to
write in 2021 for the Weekly Radar Reports.

Tickers Company Name MKt. EVto EVto Revenue EBITDA ROCE FCF Debt to
Cap EBITDA Sales CAGR (3 Margins Margin EBITDA
Year
AMEH Apollo Medical Holdings, Inc. 955 10.9x 1.6x 10% 9.04%  4.17%  2.25% 2.5x
AMOT Allied Motion Tech 489 14.1x 1.6x 8% 12.81% 8.41% 5.29% 2.4x
BAS|  Bioanalytical Systems, Inc. 111 91.5x 2.1x 20%  2.56% (9.57%) (8.12%) 15.7x
CMT  Core Molding Tech 106 7.2x 5% 2.21%  (4.61%) 3.25% 8.6x
CSSE  Chicken Soup for the Soul 252 79.2x 3.7x 51% 10.75% (21.64%) (33.77%) 2.3x
DLHC DLH Holdings Corp. 116 8.5x 0.8x 15% 10.23% 8.68% 9.23% 2.8x
DZS|  Dasan Zhone 349 52.1x 1.2x 4%  2.74%  8.78%  (8.15%) 4.9x
ELA Envela Corp 135 20.2x 52% (0.86%)
GTIM  Good Times Restaurants Inc. 29 4.1x 11% 7.41% 5.77%  5.25% 1.8x
ISDR  Issuer Direct 75 14.0x 3.0x 12% 21.44%  3.32% 14.88% 0.1x
LIQT  LigTech 176 (55.6x)  4.5x 64% 2.91%  0.33% (21.81%)  0.1x
PDEX Pro-Dex 156 19.8x 3.9x 14% 21.93% 23.18% 12.71% 0.6x
RDVT Red Violet, Inc. 323 35.9x 86% 13.96% 3.31% (14.38%) 0.0x

RMBL RumbleON, Inc. 67 (6.8x)  0.2x 49% (3.14%) (95.31%) (5.11%)  (2.8x)



Sector & Industry Breakdowns

**This section is designed to become a great resource that I will build upon each year, so some of the information may
be repetitive from prior years. I want to continue to break down each sector into industries and even further into cohorts
while keeping the components updated. From there I want to build upon my research looking at each group from a
higher level describing what the industry does, the key factors influencing the industries, and key metrics. From there we
eventually get to relative comparisons and determining the best-in-class names in each industry. My goal here is to
provide a clear and concise view of key valuation metrics, management efficiency ratios, and YTD performance to show
what worked in 2020. I then briefly touch on some of the top plays in each group. This is a brief analysis that can serve
as a guide throughout the year as we see sector trends develop by closely monitoring earnings reports. It is important to
remember that these are current snapshots and projections, and one must due his/her due diligence throughout the year
follow the earnings reports and management commentary, as the trends in these metrics are more important than the
metrics themselves. I strongly encourage you to read the most recent earnings transcript and transcripts from
investment conferences to better understand these companies.

Active sector rotation has become more vital than ever in managing portfolios throughout the year, so this section can
serve as a guide as to the best of breed type names to target. This year I am adding key recent management
commentary from leaders across industries as these executives have the most knowledge on their respective industries
and can give us great insight into market trends. I will continue to pursue better ways to organize this section and plan
on creating a web-based version for each group in the future. My broader goal here is to make you an informed investor
across every sector and industry maximizing investment opportunities and to highlight the top 10-20% of strong
businesses. This year I have attempted to break down each section further to allow it to flow better and make it an easfer
read. It is important to note that market research and sell-side firms release 100+ page reports on each of these industry
groups but we really just want to focus on the background, the important metrics, the trends and overall what we need
to know to find the quality investment opportunities, so I try to keep it as concise as possible. **

Valuation Measure Momentum Measure Growth Measure Quality Measure
Communication Services
Media & Entertainment Price to Sales, EVIEBITDA N R g1 A B, PEG Ratio ROE (1-Yr)
Trading Violume
Telecommunication Services Dividend Yield 12-Mth Retum and 1-Mth Reversal Dividend Growth ROC
Consumer Discretionary
Retailing P/E (Trailing), EV/EBITDA Relative Strength - 10W/40W Estimate Revision ROC
Other Discretionary (Autos, - 12-Mth Return and 1-Mth Reversal, : :
Pi [ k E te R ROC, ROA
Dumbles, Sarvioss) rice to Bool 11-Mth Retum stimate Revision OC, RO
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Financials
N f
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Health Care
Health Care Equipment &
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Industrials
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Information Technology
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Real Estate
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S&P 500 Revenue Growth: CY 2021
(Source: FactSet)
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Relative Valuations: On their own, valuations are not necessarily the best indicator of future sector performance, but when

combined with other factors, valuations can be a useful tool in determining the risk-and-reward profile

S&P 500 Sector-Level Forward 12-Month P/E Ratios
(Source: FactSet)
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Basic Materials: 7he materials group has always been one of my least favorite areas to invest/trade due to the cyclical
nature and number of external factors that are less easy to predict. The stocks tend to move in correlation with
commodity prices, whether it be a mining company with metal prices, an energy company with oil/gas prices, or a
materials company impacted by costs of commodities impacting its margins and bottom-line. It is a group that is very
sensitive to inflation, currency movements, and global macroeconomic data. As we move into 2021 we have seen
commodities start to rise and a reflationary environment with a weak USD sets up for a much stronger outlook across this
group. A low interest rate environment is ideal for companies to finance exploration projects and other capital intensive
investments. On the demand side in the US, investments in infrastructure often drive sentiment and is likely a major topic
headling into 2021, while politics can also play a major role this year with the Democrats looking to reduce dependence on
fossil fuels. Demand is strongly correlated with the strength of the global manufacturing economy, and with a sharp
economic recovery expected in 2021 it could provide a meaningful tailwind.

Commodity Price Index Chart
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Chemicals
Industry Synopsis

The chemicals industry converts raw materials derived principally from oil and natural gas, minerals, and air as well as
plant based raw materials into more valuable products for use in industrial and consumer markets. The sector consists of
a vast array of products, including fertilizers, paints and coatings, plastics, industrial gases, petrochemicals and vitamins.

The chemicals industry is typically broken into five sub-sectors of commodity chemicals, agrochemicals, industrial gases,
specialty chemicals and life sciences chemicals though I have broken them into eight groupings. The products made by
these companies fall into three main categories. Basic Chemicals have commodity-like characteristics and are sold in large
volumes. These include petrochemicals, such as polymers used to make plastics and other man-made fibers. The
category also includes such derivatives as carbon black and synthetic rubbers. Specialty Chemicals are more performance
critical, value-added products, usually made to customer specifications. These include industrial gases, coatings, and
chemicals used in electronics manufacturing. Finally, the Life Sciences segment encompasses animal health, crop
protection, biotechnology, and pharmaceutical-related products.



Investment Considerations

The chemicals sector is one of the most assorted sectors in which to invest. Companies differ greatly in their product
offering, primary feedstock, customer structure and underlying technology. The vast range of end markets mean
companies’ fortunes are driven by many different factors, with one of the key influences being GDP. The chemical sector
is very cyclical in nature with profitability impacted by the imbalances between capacity and demand, which can be
volatile. Production costs are mostly driven by the price of energy and feedstocks, so there is a tight relationship with
energy prices, and cost advantages in this industry often separate the leaders from the laggards. Feedstock accounted for
almost 60% of total input costs and fuel and power for the remaining 40%. Cost structures however differ significantly
within the chemicals industry, as certain sub sectors like petrochemicals or industrial gas manufactures are much more
sensitive to energy costs but have lower payroll and marketing costs. Qil and natural gas prices are less of an issue for
those supplying industrial gases, where the primary concern relates to the utilization of production capacity. Pricing power
differs significantly across the sector due to wide variations in end-market characteristics, product lines and market

positions. The Petrochemical group is mainly driven by margins and utilization rates with DOW, CE, LYB, EMN most
exposed to commaodity chemical margins.

On the demand side the chemical industry tends to outperform early in expansion cycles and correlated to an acceleration
in durable goods as well as demand indications from housing and auto markets.

Chemicals historic performance relative to the S&P 500 shows equity outperformance
typically occurs early in the economic cycle
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The Chemical Activity Barometer is closely correlated to the Industrial Production Index. The chemical industry has
consistently led the US economy business cycle given its early position in the supply-chain. Though this industry is
mature, member companies, some more than others, are subject to swings in the macroeconomic cycle. For many, sales
and earnings performance will track activity in the housing, heavy construction, and industrial sectors. It is important to
monitor industrial output, railcar loadings, housing starts, and other economic indicators to gauge the demand for

specialty chemicals. It is also vital to monitor supply/demand dynamics, excess inventory may be an indicator of a
slowdown and coming price pressure and earnings weakness.

The American Chemistry Council is a solid source of insight into the industry with its Chemical Activity Barometer. The
CAB has four main components, each consisting of a variety of indicators: 1) production; 2) equity prices; 3) product
prices; and 4) inventories and other indicators. The CAB is a leading economic indicator derived from a composite index
of chemical industry activity. Due to its early position in the supply chain, chemical industry activity has been found to
consistently lead the U.S. economy’s business cycle, and the barometer can be used to determine turning points and
likely trends in the broader economy. In November the index rose for a seventh straight month and production-related
indicators were positive. Trends in construction-related resins, pigments and related performance chemistry were mixed.
Resins and chemistry used in light vehicles and other durable goods were strong. Gains in plastic resins used in packaging
and for consumer and institutional applications were positive. Performance chemistry for industry rebounded and U.S.

exports were mixed. Equity prices rebounded and product and input prices were positive. Inventory and other supply
chain indicators were positive.



Chemical Activity Barometer Chart
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Grace Matthews is another quality source publishes a Chemicals Insights newsletter as a M&A advisor in the sector. The
GM Chemical Index tracks EV/EBITDA multiples for 100 public traded chemical companies and current values suggest

investors are giving companies a free pass for earnings software in 2020 with an expectation that strong growth returns
in 2021.

Enterpnise Value / EBITDA

10Y Avg. Multiple: 10.3x
i | g. Multp |

10.0x

8.0x

6.0x

20x

I0SP, PQG, GPRE, FH
Industrial Gases Components: APD, LIN, MEOH

The global chemicals industry is nearing the tail end of a capex cycle that added capacity in the form of world scale
facilities at an unprecedented pace. China remains the center of world petrochemical demand growth (growing at 2x the
global rate of ~4% CAGR over the past 5 years) and capacity additions in proximity to these end markets have

enjoyed labor & capital cost benefits (the tradeoff for feedstock disadvantages), not to mention lower regulatory
burden. For petrochemical producers the question of when the market absorbs this capacity and returns utilization rates
to 90%+ (indicative of improving margins) is the key debate. The pace of recovery will be highly dependent upon global
economic growth (and in turn oil prices). The silver lining (in the context of 2+ years of underperformance for commodity
chemical names once the last cycle peaked) is the unassailable position of US producers with world scale capacity at the
low end of the global ethylene cost curve. Commodity price volatility and feedstock availability have been key concerns



for this industry. Global ethylene capacity is expected to grow ~6% in 2020 with the vast majority of this growth in 2H
despite demand declining ~1.7% creating downward pressure on utilization rates which could decline from 86% in 2019
to ~82% in 2020. While supply-demand dynamics are expected to tighten in ‘21 and 22 as global demand grows ~6.5%
in 2021 and ~4.8% in 2022, utilization rates are only expected to improve from ~82% in ‘20 to 84-85% by 2022 due to
significant capacity additions.

US Chemical Industry Capex Major Commodity Chemical Margins
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Chemical producers (particularly at the more commaodity end of the spectrum) are conversion businesses that capture
spreads. Chemicals are more opaque than other ‘spread’ businesses such as petroleum refining due to a mix of contract +
spot markets for multiple end markets without real time pricing. Global ethylene (the key petrochemical building block)
demand has tracked 1.3X GDP over the past decade. While all cycles have their own dynamics, there are a few recurring
characteristics of note. Accelerating global growth (demand led) lift's demand in key end markets and draws volume from
the supply chain. Alternatively, feedstock price increases (normally in co-incident with demand) and pushes product
prices higher (again, dependent upon spread). Both of these scenarios drive a stocking dynamic as producers look to
capture more of the apparent and expected spread). Margins fall as either the economic cycle turns (demand led) or new
capacity comes to market (supply led) further pressured by inventory draw downs in expectations for continued
challenged market environment.

2017—2019 Ethylene Production Cost Curve
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Ethylene is one of the largest-volume petrochemicals worldwide. Additionally, because of its size and broad usage,
ethylene is often used as a benchmark for the performance of the petrochemical industry. Ethylene demand is driven
primarily by growth of polyethylene-based consumables; bottles, and packaging demand; and increasing requirements for
PVC used in construction and pipe applications. The demand for global ethylene is forecasted to be an increasingly larger



share of global oil demand. DOW is the largest producer at 8% of global capacity and LYB the sixth largest at 4% of
global capacity. Propylene is the second-largest volume chemical produced globally. Propylene consumption has been
increasingly linked to emerging countries (China, more particularly), where the improvement in living standards and a
growing urbanization are driving an increasing usage of a broad spectrum of polymers and chemicals. Global propylene
trade is dominated by Northeast Asia.

Global Ethylene Demand is projected to be an increasingly larger share of Global Oil Demand through 2025
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Lithium / EV:ALB, LTHM, SQM

Lithium is a key element in the electric vehicle supply chain and the distributed power networks that will be central to a
lower carbon future. Suppliers of this elemental material both extract the resource (either from brine based or hard rock
reservoirs) and undertake processing to meet the increasingly stringent specifications of battery suppliers. After a period
of acute tightness in 2017/18 when battery manufacturers and auto OEMs scrambled to secure lithium supply (and
regulatory / tariff concerns in Latin America suggested structural constraints) the lithium market faced a period of
oversupply well before the COVID economic slowdown. The reduction of Chinese EV subsidies in 2019 and a bloated
supply chain (particularly amongst the midstream processors in China) pressured prices to the downside, a dynamic that
has continued into 2020 when the market was expected to see some tightening. The battery pack for both hybrid and
electric vehicles are reliant on three significant elements (Cobalt, Nickel, & Lithium). While battery technologies have
evolved over time, lithium due to its electromechanical properties has been a recurring and central element of the battery
supply chain. China is the location of the majority of the world’s lithium refining facilities, and as such sits at the center of
the battery supply chain.

Global Lithium Prices - Indicative Spot Prices vs. Producer Realizations

Estimated Lithium Supply by Market Share (%)
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Lithium demand is closely tied to EV demand. EV penetration is expected to grow at a ~7.3% CAGR from 2020-2025.
Overall, EV's are expected to grow from 2% of new vehicles in 2020 to 8% in 2025 and ~16% by 2030. EV penetration is
set to drive significantly higher, particularly in China and Europe as environmental incentives continue to take hold.

Specialty Chemical Components: ASH, BCPC, ESI, AIN, SXT, WDFC, KWR, FUL, SCL, CSWI, CCF, FOE, KOP, KRA,

GRA, NGVT, CBT, OLN, GCP, OEC, MTX|
Coatings: PPG, AXTA, SHW, RPM, ASIX

i02 Components: CC, TROX, KRO, VHI

The coatings group can be divided into businesses of architectural (higher growth, particularly in Asia) and industrial
(driven by PMIs in the OECD and Auto OEM builds). Margin stability and cash generation are the attractive underlying
attributes of the coatings industry. There is underlying commodity exposure here as coatings suppliers are major
purchasers of TiO2, resins, acrylics, and pigments though pass-through pricing mutes much of the margin impact. Free
cash conversion has averaged well above 1.0x over the past decade and asset turns have improved as technology and
supply chains have been rationalized. Capex averages 3-5% of revenues. Cash conversion in addition to stability of sales /
margins is likely the central most attractive element of the outlook and limits volatility relative to other chemical
subsectors.
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M&A remains a major theme in coatings with the top 10 producers accounting for 60% of the market and driven by
positive mix implications for margins and organic growth as well as lowering costs via common raw material purchases
and scaling distribution. Many of the companies are also undergoing cost-cutting initiatives. Recent earnings reports
suggest a global restock cycle and prospects of share gains and pricing power while lagging end-markets expected to
recover and provide an even larger boost to earnings. For the global chemical industry, key themes in China's 14th Five
Year Plan (14FYP) will likely include economic rebalancing (better for downstream chemicals), GHG emissions (positive for
industrial gases, and companies that clearly contribute to carbon neutralization solutions), self-sufficiency (which could
translate into more COTC) and competitiveness (likely glossed as a medium-term threat for, and catalyst for consolidation

of, specialty chemicals).
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Paint & Coatings Industry Top Global Manufacturers
Global Mix by Category (Based on $) Coatings Industry 2019
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The automotive industry relies on chemical companies to produce
important applications.

Interior and foam plastics
Coatings (dashboard plastics, seating,
synthetic fibers)

Covers far front
and rear lights
and indicators

Under-the-hood
plastics

Bumpers

Lube oils and Tire rubbers Adhesives and
other working fluids and additives sealants

Chemical fertilizers are manufactured by synthesizing several chemicals from plant nutrients, the most important being
nitrogen (N), phosphorus (P) and potassium (K). Nitrogen is the widest used fertilizer among farmers. Nitrogen is key for
plants production of chlorophyll. Phosphate fertilizers help strengthen plant roots, which plays a role in sub prime soil and
in times of drought. Potash (potassium) boosts crop resistant to disease, natural extreme elements, and to a lesser extent
drought. In general, each segment will grow in proportion to rising crop yields and yearly acreage, or amount of each
crop planted, will demand specific types of fertilizer. Prices per bushel and profit margins will determine excess levels of
fertilizer farmers’ purchase. Fertilizer levels will be one of the first expenses cut in periods of low prices and low profits.
Weather patterns, environmental hazards, and changes in soil complexion will mean different fertilizers will be needed.

Nutrient characteristics

Primary benefit Application Industry structure
Potassium (K) _ e Improve »  Application »  Fewer suppliers, production
Ll crop quality can be varied discipline
Phosphorus (P)
. Increase crop size . Annual application Fragmented Industry, under
«  Mostimportant and critical consolidation
Nitrogen (N) commonly lacking *  More dynamic prices, but
nutrient stable volume

Total 186 million
tons nutrients

Demand for and supply of fertilizer is rising worldwide. This is partly supported by trends that are encouraging greater
consumption of food crops, and the growing use of biofuel as an alternative source of energy. As the world population
rises, a continual demand will be placed on fertilizer to boost crop yields without the expansion of harvestable acreage.
The cost structure for the industry is about 80% raw material purchases such as urea, diammonium phosphate and
potassium chloride. Natural gas is a major input for fertilizers, especially nitrogen based. Increasing exports is the biggest
opportunity for US based fertilizer producers. The US has access to the cheapest natural gas in the world, giving them a
global competitive advantage.



Global fertilizer demand is expected to decline by 2.9% (-5.5 Mt) between FY 2019 (189.9 Mt) and FY 2020 (184.4 Mt),
before recovering partially in FY 2021, by 2.5% to 189.0 Mt. In relative terms, the expected decline in FY 2020 would be
more significant for K20 (-4.5%) and P205 (-3.5%) than for N (-2.1%). Due to ongoing capacity additions which are
expected to be commissioned during the next five years, global supply will be more than sufficient to meet global
demand. Based on a modest 0.9% average annual growth in global demand for all uses, compared with an average of
1.9% annual growth in supply, markets will remain generally supply-driven.

. - Variation in Fertilizer Consumption
Trends in Global Fertilizer Between the Base Year and FY 2024
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The fertilizer market is mature with a CAGR of 1.8% seen for 2020-2025. Field crops dominate the market in the US with
the four major crops being corn, cotton, soybeans and wheat accounting for 60% of acreage. It is a consolidated industry
with the five major players accounting for more than 60% of the market. Latin America is expected to drive global
fertilizer demand, accounting for 37% of the total increase.

Largest Global Crop Nutrient Producer
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World Nutrient Consumption vs. Grain Production
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We see a number of positive Ag
developments emerging:

» Corn prices have seen recent strength,
due to lower US yield & stocks-to-use
expectations from the market, and high
demand out of China.

* Continued improvement in ethanol
blending margins, end-use demand, and
utilization rates since Q2 lows.

* Brazil experiencing strong export volume
and historically high sales prices for major
crops.

« US farm support programs expected to
add $0.36/bu for corn and $0.45/bu for
soybeans.



Fertilizer Prices
Index: 2005 = 100

Several positive fertilizer
developments are emerging:

Favorable US growing conditions this

500 1 —NOLAUrea ——US DAP Brazil Potash summer have led to an expected early
harvest season, which should be
supportive for fall fertilizer application
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Corn Stocks to Use Compared to Netback Fertilizer Pricing
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Ag Products Components: CVGW, MGPI, ADM, BG, CALM, DAR, FDP, INGR, JBSS, VFF, BRFS, PPC, SAFM, TSN, AVO,

This sub-group has a strong correlation to soft commodities and similarities to commaodity stocks so it makes sense to
include within the materials sector. The international demand for grains and oilseeds is increasing due to population
growth, increasing income, changing diets and urbanization. In many ways, each of these have become interlinked -
population growth is largely in developing countries, which are the same areas seeing the highest increase in relative
incomes, and also with the greatest shift of consumers from rural to urban areas. Around 41% of grains produced
globally are for direct human consumption. While not as well-known as food, feed and fuel, the use of grains and oilseeds
in industrial products will play an increasing role in the demand of these commaodities going forward. Several factors are
behind the push to use more grains and oilseeds in industrial products. As with biofuels, societies are increasingly seeking
to replace petrochemical feed stocks with renewable resources. Finally, the increased need to address environmental and
community concerns forms a growing part of product marketing. An increasing number of pharmaceuticals are made from
crops. Biopolymers which are used in products such as packaging materials, resins, adhesives, bio lubricants, can be
sourced from starches from cereals, as well as oils from oilseeds. A growing number of cosmetics and sunscreen are also
using soy oil rather than petroleum-based products. In addition to soybeans, wheat is also being sourced for a humber of
industrial uses. Wheat can be elastic and form films that can be stabilized with heat. As such, wheat gluten can be useful
for preparation of adhesives, coatings, polymers and resins, straw particle board, strengthened paper, and adhesives,
such as those used on postage stamps.

Correlation between grains prices and fertilizer is relatively high. Fertilizer prices are strongly influenced by the demand
side of the equation. So, when grains prices are high and farmer margins are good they consume more fertilizer and are
willing to pay more. This relationship works in the same way when grains prices fall. Gasoline prices influence both the
supply side and the demand side of the grains market. As gasoline prices rise there is more cost pressure on farmers
reducing their margins. This is only a small element in their costs though, so the impact is minimal. The reason gasoline
prices are positively correlated with grains prices is because of the ethanol story. As gasoline prices rise, ethanol prices
usually follow, making ethanol production more profitable and therefore increasing demand for corn. Weather also often

plays a major role in grain prices.

Year over year change in retail prices

for beef, pork, poultry and eggs by pound
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The global protein ingredients market size was $38B in 2019 and is anticipated to experience a CAGR of 9.1% from 2020
to 2027. Rising demand from food products such as milk sausages, spicy sauces, yogurt, spreads, bakery products, cold
cuts, and margarine is anticipated to drive the growth. Ag Biotech is rapidly growing, a $20.2B market in 2017 expected
to reach $52B in 2026, a CAGR of 11.1%. Agricultural biotechnology is a sector in which a few major players dominate
the market. Companies like Monsanto, Bayer CropScience, and Dow AgroScience control numerous patents on plant
genetics. Precision farming is an area that has also seen significant growth in recent years. The global precision
farming/agriculture market size was valued at $4.1B in 2018 and is expected to register a CAGR of 14.2% until 2025.

2020 has been a tough year across the group, particularly the protein names. SAFM investor presentations always provide

great insight into market data.
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Annual U.S. Pork Exports
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In terms of valuation, the specialty chemical names have historically traded at a premium to the basic chemical stocks.
P/E, EV/Revenues and EV/EBITDA can all be used as valuation metrics, while EBITDA margins & ROIC tends to determine
whether a name should trade at a premium or discount to peers. Historically, transactions in the space have taken place
at 1.35X Sales, and 10X EBITDA the last four years.
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End Market Exposure

Autos & Transport 15% 30% 21% 25% - 3% - - - 45% 50% - 18%
Consumer Goods & HPC 15% 15% 15% 20% 31% - % - - - - - 1%
Electronics 15% - 2% 10% - - . 15% 9% 40% 40% - 1%
Food & Feed/Bev - - % 5% - - - 4% 8% - - 41% 5%
Healthcare - - - - 21% - - 5% 18% - - 14% 5%
Housing & Construction 2% 10% 14% 25% 20% 36% % - - - - %% 14%
Manufacturing - - 10% . 14% 19% 20% 13% 2% - - 12% 9%
Metals & Mining - - - . - - - 15% 13% - - 2% 3%
0il & Gas - 25% 5% - 2% - - 46% 19% 15% - 8% 10%
Paper & Packaging 5% 15% - - - . - . - - 6% 2%
Plastics 2% . 15% . - - . - . - - - 3%
Other 10% 5% 1% 15% 6% 15% 12% 2% 1% . 10% 8% 9%
Geographic Exposure

Asia/Pacific 23% 13% 25% 2% 19% 17% 3% 3% 25% 41% 65% 12% 25%
Americas 46% 56% 48% 3% 49% 53% 7% 44% 4% 3% 0% 64% 47%
Europe 23% 21% 17% 39% 32% 2% 19% 19% 2% 2% 10% 19% 23%
AfricalMiddle East W% 4% 1% 1% 0% 10% 1% 5% 2% 7% 5% 5% 5%
Margins

Sales 2021e (§Bn) $38.5 §21.5 $8.6 $5.7 §24 $14.7 $5.7 §0.5 $28.7 §3.3 $0.4 §13.1 §13.2
Sales Growth 2021 6.9% 7.9% 4.2% 1.7% 31% 8.5% 3.4% 8.2% 6.3% 8.3% 30.4% 6.5% 8.5%
EBIT Margin 2021e 7.9% 10.8% 15.4% 17.9% 10.2% 14.0% 12.8% 21.1% 21.2% 19.5% 12.9% 17.0% 15.6%
Valuation

$ishr §50.37 $79.00 $83.83 $113.82 §71.07 $126.77 $81.95 $295.81 §246.10 $07.96 $0.06 $204.02

Mkt Cap ($Bn) $40.6 §31.5 §10.8 $14.7 $4.6 $31.5 $9.7 $48.9 §113.8 §1.7 $1.2 $65.7 $30.9
Enlerprise Value ($Bn) $58.3 $39.1 §19.4 $16.5 §5.7 $32.3 §12.9 $69.3 $140.1 $14.0 $1.5 $63.9 $39.4
EBITDA 2021e ($8n) 5.9 7 $1.9 16 $0.6 $2.7 $0.9 $4.4 $9.1 $0.9 $0.1 $3.1 $3.0
EV/EBITDA 2021e 9.9% 8.2 10,3 10.3x 10.2¢ 11.8¢ 14.7x 16.8x 15.3x 16.2x 19.8x 20.5¢ 13.6x
EPS 2021e $2.12 $6.90 $6.98 $8.84 $3.30 $6.31 $3.53 §10.25 $9.00 $4.45 §0.27 $6.72 $5.64
PIE 2021e 23.8x 11.4x 12.0x 12.9x 21.6x 19.9x 23.2x 28.9x 27.3x 22.0x 33.6x 35.7x 2.7x
FCF Yield 2021e 8.3% 5.9% 7.6% 7.2% 5.5% 5.5% 4.7% 3.4% 3.2% 0.3% 2.1% 3.2% 4,3%
Div Yield 5.5% 5.3% 3.2% 1.1% 1,5% 1.7% 1.7% 1.8% 1,6% 1.6% 0.0% 0.9% 2.2%
Leverage

Net Debt 2021e ($Bn) $126 §11.2 $4.9 §1.9 §1.3 §2.2 $1.9 §2.8 $12.6 $3.1 $0.2 $6.0 $6.0
Rating (Moody's) - Baal (Neg) Baad WR - A3 (Neg) Baal A2 A2 Baa2 (UR) - Baal (Pos)

Net Debt / EBITDA 2.1x 24x 2.6x 1.2 2.3 0.8x 2.1 0.6x 1.4x 3.6x 2.2 1.6x 1.9¢

Management Commentary

Air Products (APD): When you look at the fundamental drivers for sustainability at Air Products, we are the largest
producer of hydrogen in the world. Hydrogen is used for the cleaning of the fuel that we all use for driving the cars and
the trucks around the world. Hydrogen is a very key element of that sustainable operation. In addition, we are one of --
we are the largest supplier of heat exchangers for the production of liquified natural gas, which is providing clean energy
for the world. And in addition, we have significant developments in our products, oxy-fuel burners and the like, in order to
make the operation of our customers cleaner. So overall, when you look at Air Products, we are about energy,
environment and emerging markets.

Sherwin Williams (SHW): In DIY, we've seen unprecedented demand driven by consumers' nesting and doing
projects. Eventually, we expect this to return back to more normal low single-digit growth rates. Let's dig into some of the
drivers in more depth. First, it's important to understand that U.S. demographics are a tailwind, driving demand for years
to come. Baby Boomers are aging in place and remodeling. While Gen X and Millennials are moving up or buying their
first homes and engaging in professional or DIY projects. And hot on their heels is the largest generation in U.S. history,
Gen Z. The median age of the nation's 137 million homes is 40 years. 54% were built prior to 1980. Home price
appreciation also gives homeowners confidence to remodel. Since the 2012 time frame, home values have continued to
increase giving homeowners confidence to invest in repairs, renovations and remodeling.

Dow Chemical (DOW): And market tightness in polyethylene and isocyanates are both supporting price increases,
which, together, are driving improved earnings and incremental margin upside. The increased durables demand we



expected really led by the improving automotive and construction industries around the world is also benefiting our
polyurethanes business. Also coupled with some supply disruptions caused by some unplanned European outages from
our peers, the MDI markets have also seen pricing strength perform a little better than expected.

Corteva (CTVA): We are seeing commodity demand and foreign currency rates stabilize in several key markets, and
we're seeing some constructive actions from China regarding the pace and the size of their corn and soybean purchases
from the U.S. On the supply side of commodities, that derecho event, and clearly, the drought that we're seeing in kind
of that core Midwest of the U.S. have spurred some increases in commodity levels.

CF Industries (CF): So the 3 components, I'd say 3, there's obviously a supply and demand, then there's the energy
structure, which we'll get into also that are important going forward. Looking at supply and demand, T'll start with
demand in the first, and it has been very positive. Not only has North American demand been steady and stable, but
you're seeing exactly that issue of record demand in India, fantastic monsoons going into the second season now, tender
after tender, and India's the only country in the world that tenders. And Brazil is up probably 15% over last year. With
also consistent demand, they're going into their peak application season or they're already in it now for corn, which starts
in August and then cotton in November; and then second crop corn in December, January and February, those
movements. So we see the consistent demand coming from Brazil over the next several months, which also helps balance
the world market. And then we go into our position in our import peak period of Q1 and Q2. On the supply side, I think
the surprise has been the Chinese production and how they stayed out of the market and some of these runups in

India. And then it became more active once the price level got to something that was acceptable to them. And this has
been one of our stories is you have to bid in the Chinese ton, and that comes at a price.

Archer Daniels (ADM) on the feedstock opportunity for bio-mass diesel: “So renewable green diesel and really veg oils
role in @ more sustainable renewable fuel is certainly top of mind. And it's exciting. But I think when you look at the
significant volume uptick that's coming in that space you still have a real benefit versus petroleum equivalents to look at
soybean oil and canola oil as a feedstock and as a reliable domestic supplied feedstock. And so I really think it's also an
opportunity for us to help differentiate the way that we supply feedstock to an industry that's going to value a lower
carbon footprint. And so there's a lot to unpack when you think about renewable green diesel, well beyond just the 3
billion or 2 billion or however many billions of gallons you want to put out there in terms of your estimate. It's a real
opportunity for us to set ourselves apart from other commaodity suppliers of those feedstocks.”

Tyson (TSN) on its focus in International markets: “Our International portfolio continues to give us great opportunities
for growth and synergy. Our view remains that the vast majority of global protein consumption growth will happen
outside of the U.S., so we are positioning our company to meet that need. During the last quarter, we found new
profitable international outlets for U.S.-based byproducts that would otherwise realize relatively low values
domestically. By leveraging our U.S.-based scale with our newly acquired and legacy International businesses, we've
identified repeatable opportunities to margin up bulk export products into a convenient, value-added and retail-ready
format for international markets.”

Industry Summary

» Demand is correlated with economic growth and thus GDP, Petrochemical demand is closely tied to global oil
demand (prices).

» Lithium demand is driven by EV penetration/demand, but prices have slumped with over-supply

> Fertilizer demand is consistent with rising global populations while crop prices, weather patterns, and planting
data all play a role

» Gasification, Carbon Capture and Hydrogen for Mobility three key trends for specialty gas industry

» Grains & Qils are seeing a strong opportunity in biofuels

OptionsHawk Executive Summary and Top Picks

The chemical industry sets up well into 2021 with the economic recovery though my preference is to focus on the higher
margin industrial gas names, the thematic growth driven coatings names, and selectively the crop & fertilizer companies
with improving market dynamics.

Linde (LIN) and Air Products (APD) are both high quality companies and I continue to prefer APD with its higher
margins and stronger opportunity in hydrogen with valuations in-line. Eastman (EMN) screen attractive among the large
caps on valuation with strong FCF and margins while Celanese (CE) continues to be a preferred name at a premium



valuation with a high ROIC, superior margins, and strong FCF. Lastly, NewMarket (NEU) screens well among the
smaller cap hames on valuation and operational efficiency.

The specialty chemicals group consists of several small cap companies and a few that stand out positively including
Ingevity (NGVT), Chase (CCF), CSW Industrial (CSWI), Albany (AIN) and Balchem (BCPC).

In the Coatings group Sherwin Williams (SHW) is a long-time best-in-class operator that stands head and shoulders
above peers. PPG Industries (PPG) is also a high quality name and carries less debt with strong ROIC. Tronox
(TROX) screens best in the TiO2 names slightly edging Chemours (CC).

In the Ag & Crop group Scott’s Miracle Gro (SMG) remains a leader with impressive growth and FCF and tailwinds
from the Cannabis industry. Nutrien (NTR) stands out among the Fertilizer names with its diversified businesses and
much higher margins with strong FCF. Lastly, FMC Corp (FMC) is a high quality crop protection name with double digit
ROIC and sustainable growth.

Tyson (TSN) is the clear top operator in the Ag Products space and trades at attractive valuation with a balanced
business and a return of the foodservice market in 2021 should strengthen results. Darling (DAR) is a favorite I did
research on in 2020 as a top play on biodiesel. John B Sanfilippo (IJBSS) continues to stand out as an attractive small
cap.

Metals
Industry Synopsis

The metals group can be broken up into two basic groups, Industrial metals like Coal, Steel, Aluminum, Copper & Iron
Ore, and the Precious Metals like Platinum, Silver, and Gold. In 2020 we saw strong moves in precious metal miners with
the strong price moves in Gold & Silver. The industrial metals were hurt by the sharp slowdown in economic activity with
weakness in construction, energy and automotive markets. Copper was an outperformer among industrial metals.

Stock selection within this group can be tricky, though there generally is little dispersion among the names as metal
stocks tend to trade day to day with the movement in the underlying commodity as supply/demand dynamics shift. It is a
very industrial driven group with close ties to end-markets such as Auto, Aerospace, Construction, and Energy. Aluminum
is primarily used in Transports/Packaging, Copper in Construction/Electrical, Iron/Steel in Auto, Construction and Oil/Gas,
Nickel in Consumer/Industrial, and Zinc in Construction. Many of the larger mining companies are global players and tend
to look for management commentary at the large players like Glencore, BHP Group, Rio Tinto, Anglo-American, South32
and Antofagasta. Further, China tends to be the largest source of industrial demand and metals pricing often correlates to
economic activity in China. BHP issues an economic and commodity outlook each August.

Some key characteristics of materials for future megatrends include lightweight, corrosion resistance, conductivity, purity,
thermal management, lubricity, reliability, durability, miniaturization, and strength. A few of these megatrends include
electronic miniaturization, additional aero/auto instruments, high performance optical devices, innovation in medical
sensors and diagnostics, oil & gas extraction from previously inaccessible locations, alternative energy, and LED.
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Investment Considerations

This is a very cyclical group and important to determine where on the commodity price and/or economic cycle markets
are currently. The volatility in pricing results in volatile revenues, earnings and cash flows, which can make valuation
techniques difficult. The high fixed costs required also leads to debt-heavy balance sheets. With these mining companies,
metrics are often counter-intuitive, such as the PE Ratio, it is often best to buy when PE’s are historically high (indicating
low earnings), and sell when PE’s are low (indicating peak/high earnings), due to the cyclical swings. A good approach to
valuing many of these companies is to look at 10 years of earnings/revenues, and value the company based on where it
is in the current cycle to calculate where earnings/revenues will get at mid-cycle and late-cycle stages. Seasonality stats
show February and October as strong months, while January, March, May, September, November and December are
weaker.

EV/EBITDA is primarily used for large, stable and diversified miners such as BHP Billiton, Rio Tinto, Glencore and Vale. For
these companies, mining project life is well defined and cash flows are relatively predictable. If one mine goes under, this
will not have an outsized effect on EBITDA because there are several mines across several commodities being extracted
concurrently. P/NAV is more popular for miners that focus on one or two commodities — it ascribes value given to each
ounce of gold or whatever the relevant unit metric is for the metal. Where the P/NAV multiple trades at is dependent on
how de-risked the mining asset is (when the next stage is reached, the profits become less uncertain). With each stage of
development, the P/NAV multiple will trade higher — from feasibility (preliminary economic assessment, pre-feasibility &
feasibility) to construction to production to project expansion. Most explorers, developers and junior producers will be
evaluated on P/NAV. The P/NAV for explorers can be 0.3-0.5x, so that there is a healthy risk premium embedded. The
highest P/NAVs are the royalty companies, perceived by the market to have low operational risk. Price/Cash Flow is the
second most popular metric for most non-global, diversified miners. Usually Price/Cash Flow is looked at from a one year
out and two year out basis. P/CF will also heavily consider the country risk for the miner, as assets in developed nations
are more likely to see work stoppages due to labor shortages, strikes and other unforeseen production delays. Other
valuation metrics include EV/P1 Reserve, EV/P2 Reserve, and EV/Resource. Other key metrics we will look at are the
Quick Ratio for assessing financial health, Operating Margins for profitability/cost management, FCF Yield, Asset
Replacement Ratio and ROE for assessing management.

High frequency data: a V-shaped recovery in China
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Steel: NUE, MT, PKX, TS, RS, STLD, EAF, GGB, TX, SID, CMC, X, WOR, SIM, AKS, MTL, SCHN, RYI, ZEU

Steelmaking is the process of turning iron ore and other components into carbon steel or alloys. This involves heating
metallurgical coal (also known as met coal, steelmaking coal — which is a certain grade of bituminous coal) into coke and
using the concentrated carbon substance to transform iron ore into steel. Steelmaking also involves the recycling of steel
scrap into new steel for commercial use. Machines heat and pressure steel slabs using rolls in a rolling mill to get to the
standard for hot rolled coil (HRC). To get to cold rolled coil (CRC) (more expensive as it is more refined than HRC), the
HRC is pickled through an acid bath and rolled even thinner. CRC is stronger than HRC. The construction and
transportation sector, including both automobiles and railways, consumes most steel worldwide. Cumulatively, these two
sectors consume two-thirds of the steel produced globally. Other sectors that are major consumers of steel include
energy, home appliances, machinery, and defense. Market tracks closely the Architecture Billings Index, which is the
forward-looking indicator for nonresidential construction activity, with a lead time of about 9-12 months. The steel
industry uses significant amounts of raw materials (mainly iron ores, coal and scrap) and energy, and is also a major
source of negative environmental impact.
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Steel markets have continued to weaken as a group closely tied to economic activity, and in particular Industrial activity.
Weakness has persisted in Automotive & Qil and Gas while Construction activity is a major end-market and seeing
positives in Residential but a key driver moving forward will be any progress on Infrastructure investments which have
trended down for years.
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The world steel forecast is that 1.65 billion tons of crude steel will be produced this year and that production will increase
3.8% to 1.71 billion tons in 2021.

The OECD commented on Steel earlier this year “Steel market fundamentals have weakened considerably in 2019. Steel
production growth has turned negative in all regions, with the exception of Asia and the Middle East. Weakening global
economic activity, uncertain prospects for steel demand growth, and the upturn in new capacity investments in some
regions continue to cloud the outlook for the global steel market and excess capacity.”
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Figure 8. Margin between steel and raw material prices
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The raw materials basket for steel production includes 70% of the usual quantities of iron ore (1.6 ton) and coking coal
(0.77 ton) needed to produce steel in the integrated process and 30% of the quantity of ferrous scrap (1.07 ton) needed
to produce steel in the electric arc furnace process.

EAF steelmakers continue to take market share from integrated steelmakers due to better cost structure and lower
environmental footprint. EAF accounts from 47% of the global steel production outside of China, up from 37% in 1984. In
2018, Chinese steel production was approximately 12% EAF; China’s stated objective is to move to 20% EAF steel
production by 2025. Graphite is a key material in anodes for lithium-ion batteries.
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Aluminum & Coal: AA, TECK, ARNC, ACH, CSTM, KALU, ARLP, ARCH, HCC, BTU, CENX, NRP, CNX|

Aluminum is widely used in the automotive, construction, and aerospace industries. It's also used in making household
appliances and utensils. The automobile industry is the biggest consumer of aluminum while packaging remains the
second biggest consumer of aluminum. Since it's a good conductor of electricity, aluminum is also used in electric wires
and cables. Although copper is a better conductor of electricity, lightweight aluminum is the preferred choice. Aluminum
is also a key raw material in the aerospace industry, it can form almost 75% of an airline’s weight. Corrosion resistance,
reflectivity, and recyclability are other characteristics of Aluminum, which makes it a favorable choice for various industrial
applications. Transportation continues to be the largest market, accounting for 30% of the total aluminum output. As the
transportation industry faces growing demand for high fuel efficiency and low gas emissions, aluminum will become an
increasingly important factor, offering attractive properties and light weight for aerospace and automotive applications.
The Aluminum Market was valued at $147B in 2018, and is expected to reach $190B by 2026, registering a CAGR of 3.2%
from 2019 to 2026. In 1H 2020, the global primary aluminum demand was down by 6.6% year-on-year to 30.3 million
tons. Ex-China demand contracted by 15.4% to 12.3 million tons, while Chinese demand remained almost unchanged at
18 million tons. Electric vehicle development is also driving aluminum demand higher with more content per vehicle. In
packaging there is a move towards aluminum from plastic benefitting demand as well.
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LME Aluminum Pricing
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There are not a lot of names left to invest in the coal industry and for good reason, it is a dying industry with electricity
generation shifting to alternative energy and natural gas which has caused problems for coal due to its abundance and
cheap prices. IEEFA sees coal’s share of the generation market potentially dropping to 10% or less by 2025 from current
20%+ levels. Excess capacity persists across the industry, but the situation in the Powder River Basin (PRB) is especially
bad. U.S. met coal exports face significant potential downside as companies ramp up efforts to develop techniques to
produce steel without met coal. Two noteworthy projects already are under way to enable production of coal-free steel.
The first of these projects, the HYBRIT initiative (Hydrogen Breakthrough Ironmaking Technology) is being pushed by
three Swedish firms: the mining company LKAB, the steelmaker SSAB and the power producer Vattenfall.



Fuels Used for Electricity Generation, with
Projection to 2024

Share of net generation, monthly, based on an average

Coal-Fired Electric Generation Retirements and Conversions
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of each month with the previous 11 months. Trend lines 29 gigawatts, according to utility announcements, with anather 31 GW scheduled to close between 2026-2040,
through 2024 are based on a continuation of the three-
year change from March 2017 through February 2020. M Retired coal-fired capacity M Announced retirements/conversions/closures
60% share of net generation (utility-scale) 13711 MW
- 9,079 MW et
Projection based on f :
three-year change from 15000 megawatts 33un|ts total 16,902 MW 5
50 Coal March 2017 to Feb. 2020 : .
40 10,000
Gas J
30
5,000
20 Nuclear -, i
Tiagpesesssssanest
TN 0 ERER
10
e 13 14 15 116 17 "18 "9 20 21 '22 '23 24 "5 26 31

-30 -40

Renewables (Hydro, Wind, Solar) - ]
o Preliminary retirements 28,996 MW 100 units

conversions and closures L 1
'05 ‘07 ‘09 ‘11 ‘13 15 ‘17 ‘19 2020- 2024 59,609 MW 155 units

Sources: Energy Information Administration; IEEFA analysis Sources: EIA; PJM; S&P Global; IEEFA research (2017-2040) As of March 18, 2020

Coking Coal Metallurgical prices started to pull back in mid-2019 and have slid further

. in the wake of the global economic lockdown
Prices
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Iron Ore, Nickel, Copper, Rare Earth & Uranium: VALE, CCJ, CLF, NXE, CINR, SCCO, FCX, MP, NEXA

The Global Iron Ore Mining industry consists of companies that mine iron-bearing ores that are primarily hematite,
magnetite and taconite. In addition to ore extraction, mining includes the development of mine sites and the processing
of ore mined into a concentrate or pellet form. The iron ore and iron ore pellets are then sold as an input to blast furnace
steel production. The global iron ore market is highly fragmented with small and large vendors. The market is highly
competitive and dominated by large global vendors who have a vast geographical presence, with production facilities
located worldwide. The key points affecting competition are price, quality and range of products offered, reliability,
operating costs and shipping costs. The big players are taking advantage of economy of scale to squeeze small
competitors and gain market share.

The worldwide market for Iron Ore is expected to grow at a CAGR of roughly 8.8% over the next five years, will reach
$252B USD in 2024, from $152B million USD in 2019. China continues to have a strong appetite for Iron Ore with imports



reaching a record high in July 2020. China’s imports are expected to increase to 1.12 billion tons this year, though that
estimate is lower than a previous forecast for 1.3 billion. Purchases are expected to climb in 2021 and reach 1.3 billion in

2022.
Iron Ore* (1% increase YoY)
140 — G2% price
120
100
80 =T
60
40
20
0
Jan-18 May-18 Sep-18 Jan-19
Nickel Demand (t Ni) for Automotive Batteries over Time
Ll Roskill
1400000 B eoseose
. Wors! Case
1,200,000 4
. 1000000
4
* 800000
600,000 + il
400,000 ! !
200,000
. mm® e ! !
D!UH Zﬂl'\'Z 03 io'u )ﬁ;i 2008 )UIU )’Jlm )DIW ?0;0 ?D:"! 2022 2083 )ﬁl?d JG;E 20')6 2027 028 2029 :‘CQE
Year
GLOBAL NICKEL OUTLOOK
Differences in Nickel Supply and Usage
sherritt
35 —
30 4
25 1 £
‘ Stainless steel
204 Class Il 3
g Nickel Pig Iron &
15 -

Stainless steel with
I— high purity nickel

Non-stainless steel
excluding batteries

Ferro-nickel

Class |
High-purity
nickel

Cathode

High-purity

Batteries

2025 Supply

2025 Demand

= === HY Average

May-19

a0

3500

56%

Sep-19 Jan-20 May-20

Future Additional Nickel Supply Requirement (kt Ni)

W Existing supply ‘ 1l Mackenzie

I Highly probable projects

=2 Mt Ni supply needed
by 2040

B Probable projects
— Consumption

825 kt new Ni supply needed
by 2020 (including projects

2000
2005
2010
2030

2035
5 2040

eGARIBALDI

Decline in Nickel Inventory

Since Jan 1, 2018

Tonnes

Class 1 Nickel Supply Decreasing

400,000

sherritt

350,000
W sHFE

300,000 W e

250,000
200,000
150,000

100,000

Copper can be rolled, drawn, cast, or extruded into a myriad of products. Common applications include building
construction (44 percent), electric and electronic products (19), transportation equipment (20), consumer and general
products (11), and industrial machinery and equipment (6). Approximately 70 percent of copper is used as a conduit for
electricity. Approximately one-third of copper production is supplied from scrap with the remainder coming from mining of
virgin materials. As with any commodity, the price is set by supply and demand, with demand increasing as construction
and electronics manufacturing increase. Additionally, copper and the U.S. dollar have a negative correlation; whenever



the dollar rises, copper prices fall, and vice versa. Freeport (FCX) and Southern Copper (SCCO) are the main pure plays in
the US while other top producers include Coldelco, Glencore, BHP, KGHM, First Quantum, Rio Tinto, and Antofagasta.
Internationally, the market for copper is one of the largest of all metals behind iron and aluminum. The size of the global
market for refined copper is over $200B and expected to reach $310B by the end of 2026, a CAGR of 5.1%. Prices are
closely tied to activity in China, which accounts for roughly half of global copper consumption.
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pecialty Metals & Products: EAF, TKR, KMT, ATI, CRS, PRLB, DM, MLI, MTRN, AZZ, BOOM, HAYN, IIIN, NNBR,
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Mining

Precious Metal Components: NEM, GOLD, FNV, AEM, WPM, KL, AU, RGLD, GFI, SBSW, KGC, BVN, PAAS, BTG, AUY,
NG, AG, AGI, SSRM, HMY, PVG, IAG, CDE, OR, EGO, HL, SAND, HBM, MAG, SVM, SA, SILV, NGD, FSM, MUX, GSS, GORO,

Metals and precious metal mining stocks are very volatile and require a great deal of savvy to trade on a short-term basis.
The group is sensitive to foreign exchange rates, macroeconomic factors, operating and capital cost pressures, and
commaodity price swings. In terms of valuation, it is best to focus mostly on price to net asset value (P/NAV) and, to a
lesser extent, price to cash flow (P/CF). P/NAV is very useful indicator of long-term value of the underlying reserves.

DENVMAND DRIVERS SUPPLY PRESSURES

/\/' rising production costs

The key components of gold supply are global mine production (63%) and scrap (37%), with a tiny percentage for
producer hedging. Demand for gold falls into four categories. Jewelry accounts for the largest share of final demand at
around 40-45%. Jewelry demand is seasonal. The fourth quarter is the strongest quarter due to Diwali, Christmas and
other end of year festivals when jewelry gifts are common. Industrial demand is dominated by the electronics sector, but
also includes dentistry and other industrial and decorative applications. Industrial and dental uses account for
approximately 13% of gold demand; Investment demand is 30% of demand. Gold will be driven by the enormous fiscal
and monetary policy stimulus that is currently ongoing around the world. S&P Global Market Intelligence forecasts lower
global gold production beyond 2022 due to declining reserves and expect that by 2024 more than 15% of global gold



production will come from mines that are not yet in production. Given that the price of gold is currently at or near an all-
time high, while declining reserves remain a major challenge across the industry, many mining companies will be
incentivized to increase exploration and development spending on gold projects.
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Silver has a strong link to gold as it has historically similarly been used as a store of value and medium of exchange. The
key difference between gold and silver is that a significant portion of the demand for silver is derived from the industrial
sector, mainly electronics applications. This has caused silver to often trade like a hybrid of both gold and an industrial
metal and boosted its volatility relative to gold. On the supply side, mine production remains the mainstay of silver
supply, accounting for around 75% of the total. Mine supply has exhibited modest growth, averaging 4% per year over
the past five years. However, scrap silver has grown by over 28% in recent years - now accounting for nearly 25% of
total supply. Silver is a critical component in solar panels. As we transition the global energy system towards a lower
hydrocarbon economy, the demand for solar panels will simply lead to a lot more silver demand.

World Silver Supply & Demand

For period ending December 31, 2019, in million ounces
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Industry Themes

> Silver is an important metal for the transition to a low carbon economy as it is used in solar panels, electrical
applications in EV, and a key component for 5G buildout

> Aerospace is a key market for several metals (steel, aluminum) and is under a lot of pressure from the pandemic,
but also a likely trough with a strong recovery seen in the upcoming years

Management Commentary

Southern Copper (SCCO): “At this point, the copper price seems to be driven basically by 2 factors: expectations of
lack of supply in major producing countries such as Chile and Peru due to COVID-19 outbreaks and an increase in China's
demand in this scenario of an economic recovery for this country. Since the pandemic is affecting both supply and
demand, at this point, it is difficult to assess the long-term effects of this crisis on the copper market balance and
consequently on copper prices.”

Reliance Steel (RS) on end-markets: "Well, the ones that look bright, automotive, and that has been a good one.

We took a pretty good jolt when the pandemic hit. It hurt us to about 50% of our toll processing business. And that's
what our automotive business is, its toll processing. That was hard, but we managed through. We were able to rightsize
quickly, and we were able to ramp back up. So that business has come back nicely, and we're there for our customers.
Energy is -- it is what is. That was not pandemic-related, that was technology. And we just dealt with it. We're going to
be a player, and we want to dominate. We want to be there for our customers in that area. It's just going to be a smaller
piece of the pie. Aerospace is tough right now. The commercial aerospace is very difficult and still playing out, and we're
managing through that -- those levels. The defense part of the aerospace is doing quite well, and we participate in

that. That's a nice piece of business -- that's a nice business for us. Semiconductor has been a bright spot, and we're
involved with that. We like that. The other types of business are okay. Non-res construction, which is 1/3 of our business,
actually, and we throw infrastructure spending in there, that's been okay. That's been good. We've -- I've used this
terminology now since 2009 that it's been a slow burn up, and it continues to do that.”

Constellium (CSTM) on EV and Packaging markets: “But overall, when you step back, as you pointed out, aluminum is
a light metal, it is providing a lot of benefits in terms of fuel efficiency, emissions or range for electric vehicles. It's going
to continue to grow in the automotive applications. That's good for us overall. That's the first horse we've got to make
sure we're on. The second one is the technology front, where we are also investing. North America happens to be the
stronger market now because of all the new product introduction in cans, the preference away from plastic towards other
packaging, first and foremost, can being very sustainable. And I'll just remind everybody that the can sheet market in
North America is 1.8 million tons, a little bit more maybe. And so even a small percentage change, it's quite a few tons for
us, right? And that at our profitability levels per ton, this can become very meaningful very quickly. That's what we are
after. And I'm very encouraged by the developments in these markets.”



Worthington (WOR) on construction markets... “The one thing that we are watching is the starts numbers and the
Architectural Billings Index, and the starts right now are great. The Billings Index is not so great. So that sort of leads you
to be a little bit cautious about, let's call it, calendar '21 activity. Interestingly, for our construction JVs, which are WAVE
and ClarkDietrich, they're behaving a little bit different. WAVE's volumes are off. Their profit is off more than their volume
just because of some allocation changes at the parents. So I don't see a lot of concern there. But on the ClarkDietrich
side, their business actually is holding up very well and is very strong.”

Timken (TKR) on wind market... “So on wind, second half of the year, expected to continue to be up double digits. Long
term, expect it to continue to become a bigger part of the portfolio and expect this to have a broader product offering
and the secular growth trend of that, I think remains very strong. That being said, there will be some level of cyclicality
and pauses and booms in that market. So not ready to call '21 on that. But ‘20, including the second half, is going to be
an excellent year of top line growth. But the solar side of the business that really came with Cone Drive acquisition has
really performed very strong as well.”

Newmont (NEM) on its assets..."Among our 12 operating mines and 2 joint ventures, we have 8 world-class assets,
each of which delivers more than 500,000 gold equivalent ounces per year, at all-in sustaining costs of less than $900 per
ounce, and with a mine life that exceeds 10 years. Importantly, all are located in top-tier jurisdictions that we define as
countries classified in the A and B ratings ranges by each of Moody's, S&P and Fitch. We firmly believe that we have the
right-sized portfolio to generate sustainable returns from our world-class responsibly managed assets located in the best
gold mining jurisdictions.”

Industry Summary

» China is the key driver of metals demand and the place to focus for industrial demand indicators

» Commodities tend to do well as expansions mature and inflation pressures start to grow with declining spare
capacity in the economy, but they also tend to rally early in economic expansions

» Construction activity is a major driver for the industrial metals and the Architectural Billings Index and Dodge
Momentum Index are two reliable indicators

» Steelmaker performance is closely tied to prices driven by supply/demand, the former mainly from construction
and automotive industries and overall a cyclical industry tied closely to GDP

» Aluminum has several positive secular growth demand drivers moving forward such as light-weighting and a
move to aluminum packaging

» Emerging trends such as sustainability, light weighting and miniaturization, automation, fuel efficiency and
electrification are impacting the dynamics of the metals industries

» Copper has limited investment avenues but among the industrial metals has one of the stronger demand outlooks
but 2020 was an inflection year where supply overwhelmed demand, though surpluses expected to peak in 2021

> Specialty Metals look to have the best investment opportunities where pricing is less sensitive and value-added
processes to create materials that capitalize on growing megatrends results in strong demand

> Digitalization is coming to the mining industry, expecting smart mining to be a $20B market by 2025 from $6.8B
in 2019

» Nickel is one of the more compelling metals to be invested with the demand far outweighing supply driven by EV
batteries

» Some key drivers and market indicators across end-markets include Architectural Billings Index, Infrastructure
Spending, and Housing for Non-Residential Construction; Agricultural Exports and Construction Machinery New
Orders for Heavy Industry; SAARS & Consumer Confidence for Automotive; Defense Spending, Build Rates,
Backlog for Plane Orders and Passenger Air Miles for Aerospace; and Oil & Gas Rig Counts, Oil Prices, and Drilling
Activity for Energy.

OptionsHawk Executive Summary and Top Picks

The Metals group is closing 2020 strong and with the weak USD and potential for a reflationary environment it could
continue in 2021 with support from an economic recovery backdrop and strength in China. I personally favor the
Aluminum & Copper markets as well as specialty plays with company-specific growth drivers.

Rio Tinto (RIO) continues to be the best-in-class name for exposure to multiple industrial metals and also offers a
strong yield. Steel Dynamics (STLD) tops the steelmaker group yet again as the highest quality operator while Nucor



(NUE) is a solid company and Reliance (RS) a more resilient distribution model. Commercial Metals (CMC) stands
out among the small caps as a quality own.

For the Aluminum & Coal group Warrior Met Coal (HCC) screens well in the challenged coal group with high margins
and FCF. Kaiser (KALU) is a small cap Aluminum name that underperformed in 2020 due to Aerospace exposure but is a
high margin quality operator that sets up well for 2021. Constellium (CSTM) another small cap name that is cheap and
sees a lot of bullish options positioning. Lastly, Arconic (ARNC) is a favorite name with auto & packaging exposure,
pricing power, and a strong cost structure. Ciner (CINR) is an intriguing value name with solid operations in the soda
ash business. Lastly, in Copper, Southern Copper (SCCO) continues to screen attractive across the entire metals group
with high FCF, strong margins, and stable growth in all environments.

In the specialty products group, there are several interesting companies. Proto Labs (PRLB) has long been a favorite
on the additive manufacturing theme and continues to be a strong growth story. Timken (TKR) a long-time quality
name with a lot of exposure to auto/truck OEMs. DMC Global (BOOM) is a very small company that screens impressive
for margins, ROIC, and FCF while Northwest Piper (NWPX) is a very attractive value that screens strong and a play on
water infrastructure with its pipes. Materion (MTRN) is an attractive small cap in the advanced materials space with
diverse end-markets while AZZ (AZZ) a maker of specialty equipment for power generation that has high margins and
strong FCF.

The precious metals group tends to move in correlation to the underlying price moves without much alpha from individual
names but Newmont (NEM) is the best-in-class gold miner with the highest quality assets. Pan-American (PAAS)
and Wheaton (WPM) are the other two quality larger cap owns. Anglo (AU) and Sibayne Stillwater (SBSW) are
two others than screen well versus peers.

Energy
Industry Synopsis

The oil & gas industry, also known as the energy sector, relates to the process of exploration, development, refinement of
crude oil and natural gas. Oil and gas prices depend on the supply and demand for the commodity. As the demand for
the product falls, so does the price. As prices increase, more investment goes into drilling projects and inventing more
efficient techniques. So, the supply for oil and gas is price-driven. The Organization of the Petroleum Exporting Countries
(OPEC) controls 75% of the reserves and 43% of oil production. Therefore, they exert a large influence on the supply and
price of oil. On the other hand, segments of consumption drive the demand. The main segments are industrial
consumption, residential consumption, and power generation.

GLOBAL PRIMARY ENERGY DEMAND BY FUEL
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U.S. Oil and Condensate Forecast
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Like the Metals & Mining group, the Oil & Gas E&P names also operate in a cyclical nature and much of the trading is
closely correlated with the underlying commodity, Oil or Gas, and the weekly data points on supply and demand.
Seasonality shows that February and April are strong months for the E&P names, while September, November and
December tend to be weak.

The group can really be divided into two, the QOil producers and Gas producers. While many names produce both, the
percentage of production is generally skewed in one direction, and the notable Natural Gas dominant producers are AR,
COG, SWN, EQT and RRC. Another way to divide the group is with onshore and offshore, the latter mainly featuring ESV,
DO NE, RDC, RIG, and HP. Lastly, in the entire Energy complex, the companies are often separated into Upstream,
Midstream, Downstream, Services, and Integrated Majors. Another name for the upstream industry is exploration and
production (E&P) since the industry finds and produces crude oil and natural gas. It also comprises of service companies
that assist the E&P processes, e.g., rig operators, engineering and scientific firms, and equipment manufacturers. After
the upstream industry finds and produces oil and gas, the midstream companies store and transport the products.
Midstream companies work to connect the petroleum-producing areas to population centers where the customers are.
The connection is done through pipelines, rails, tankers, and trucks. Also, midstream companies possess the properties of
upstream and downstream producers. For example, some companies own processing plants to remove sulfur and natural
gas liquids. While midstream companies deliver products, the downstream segment refines, markets, and distributes the
end product to consumers. End products include gasoline, jet fuel, heating oil, and diesel. The end products are
dependent on the complexity of the refinery. Some are capable of producing multiple types to be in line with current
demands.

Crude Oil Value Chain

Expioration [N proguction [ Transportation [ Renining [ marketing |

Using technology Brngang oil to Mowving od to Converting Distnbuting
to find new the surface refinenes and crude oil mto and selling
oil resources using natural consumers with finished refined
and artificial tankers, trucks products products
methods and pipelnes

Natural Gas Value Chain
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oil resources to markets and tankers natural gas

Source: Oil & Gas Journal



The three categories of reserves are proved, probable, and possible reserves. Each category comes with a different
probability of recovery. For example, the recovery rate of a proved reserve is 90%. On the other hand, resources provide
less certainty relative to reserves. It is further split into contingent and prospective, with contingent resources offering
more potential for recovery.

Exhibit 15: US basins
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The industry is currently undergoing an efficiency drive that is driving up well productivity rates and lowering breakeven
prices as drilling has slowed down due to lack of demand and oversupply.

Investment Considerations

In evaluation this group, EV/EBITDA and P/FCF are valuable, but better metrics that are not as easily found such as
EV/Proved Reserves, EV/2P and EV/Daily Production can give better insight. Many analysts prefer to use EV/DACF vs.
P/CF as firms with higher levels of debt, or more leverage, will show a better P/CF ratio. This multiple takes the enterprise
value and divides it by the sum of cash flows from operating activities and all financial charges that include interest
expense, current income taxes and preferred shares. It is also always important to understand the cost leaders, names
that can withstand down-cycles better with stronger balance sheets and a lower cost of breakeven. Similar to Financials,
the balance sheet is often the most important with these stocks, as the reserves are the asset that will generate future
revenues/earnings. The debt/cash flow ratio can be a useful gauge of balance sheet health. Revenues are difficult to
model with the wild price swings, and a sensitivity analysis can be performed for an expected range and probability of
outcomes, but also have to take into account the company’s hedging efforts. P/E and Revenue multiples lose a lot of
value because Energy companies have large depreciation numbers, impairment charges, write-downs, and unusual tax
situations. EBITDAX is also a modification often used, the X being exploration expenses. Acreage valuation is another
method using transactions in the various regions as a guide to figure out $M/Acre. Reserve replacement ratio is yet
another metric for this industry and is a company’s reserve additions for a given year divided by its production for that
year. Return of Capital Employed (ROCE) is often used as a measure of capital efficiency as well as drilling rate of return.
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There is no shortage of real-time data and analysis in these markets with the EIA and IEA releasing monthly reports
breaking down production, rig counts and more by region.

EIA expects drilling activity to rise later in 2021, contributing to U.S. crude oil production returning to 11.2 million b/d in
the fourth quarter of 2021. On an annual average basis, EIA expects U.S. crude oil production to fall from 12.2 million b/d
in 2019 to 11.5 million b/d in 2020 and 11.1 million b/d in 2021. After a 4% drop in 2020, natural gas demand is
expected to progressively recover in 2021 as consumption returns close to its pre-crisis level in mature markets, while
emerging markets benefit from economic rebound and lower natural gas prices. For Natural Gas, exports represent the
largest source of structural demand growth.
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U.S. Natural Gas Demand Expected to Grow KINDERgMOaAN

>85% of the forecasted demand growth is driven by Texas and Louisiana

LONG-TERM DEMAND TRENDS
Bcfd, 2020 — 2030
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pstream) Components: XOM, CVX, COP, EOG, PXD, HES, OXY, CXO, COG, CLR, FANG, NBL,

PE, NFG, TPL, DVN, EQT, APA, MRO, WPX, XEC, CNX, OVV, RRC, SWN, HP, BSM, MUR, MGY, PDCE, CRK, MTDR, DEN,
AR, WLL, PTEN, MNRL, SBR, TALO, KOS, RDS.B, TOT, BP, PBR, EQNR, E, EC, CNQ, SU, CVE, SSL, YPF, CPG, GPRK, SNP,

The E&P industry had undergone major changes as managements face the worst oil crisis in decades and forced to pivot
a focus to cash returns, right-sizing balance sheets and return cash to investors in a recovery scenario. With oversupply
the push for production growth is no longer primary and instead moving to a cash return model. The model shift will be
tested if oil prices recover incentivizing management to start ramping up production again but until then the model has
changed. E&P’s need to increase free cash margin, whether through portfolio change, cash cost reduction or lower
spending.

Parsley Energy (PE) and Devon Energy (DVN) have echoed the sentiment of a change across the industry:

“E&Ps are in a battle for investment relevance, not a battle for global market share. Allocating growth capital into a global
market with artificially constrained supply is a trap our industry has fallen into time and time again” — PE CEO

“any successful strategy must be grounded in supply & demand fundamentals ... traditional E&P growth models of the
past are not viable going forward. ... a successful company must deploy a highly-disciplined, financially-driven business
model that prioritizes cash returns” — DVN CEO

M&A is another theme to watch with the Devon (DVN) / WPX (WPX) $2.56B merger announced in September while in
July Chevron (CVX) paid $5B for Noble Energy (NBL). In October, Conoco (COP) announced a $9.7B all-stock deal for
Concho Resources (CXO) and Pioneer (PXD) a $4.5B deal for Parsley (PE). Cenovus (CVE) and Husky Energy then



combined in a $2.9B Canadian oil sands deal.

high at names like CLR/MRO where value can be created via mergers.

Under this new framework I will mostly focus on mid-cap and larger E&P names as the small cap hames are less
attractive in low price environments and better used for quick trading vehicles when prices gain short-term momentum
swings. Natural gas has seen a surge in Q4 2020 on supply cuts and LNG demand rising the highest price since 2019.
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Weighted average cost of capital for the US oils lies between 6.0% - 7.5%

Consolidation opportunities are out there with G&A per BOE of production
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US E&P: capital structure as at end 2Q20
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Truist does a nice job of breaking down the E&P names by their regional focus with key valuation metrics included:

Truist Truist

Price  Securities Securities Mkt  Enterprise 1wk  YTD N. Debt/ Mboepd EBITDA EVIMBOEPD  EVIEBITDA
Ticker 10/16/20 PT Rating Cap. Value Rin. Ret. 2020EEBITDA 2020E 2021E  2020E 2021E  2020E 2021E 2020E 2021E|

Bakken/Three Forks Shales

IAbraxas Petroleum Corporation AXAS  §0.4 Notrated  $24 $208 -187% -59% 11.5x 51 52  §177  $428 5406 $§397 117x 48
Continental Resources, Inc. CLR  $1316  §18.00 Hold 54805 $10918 -22%  -62% 4 5x 2004 2828 §12797 S$18682 8376 5386 85k 5B
EOG Resources, Inc. EOG  §3742  $6100  Buy  S21768 §25141 04% 55%  O7x 7416 7717 46333 $62345 $1O §323 54k 4
Enerplus Corporation ERF  §1.94  $3.00 Hold §432 §844  -49%  -T3% 1.3x 889 845 §2732 §3114 %95 §100 31x 2%
Hess Corporation HES  $38.06 Notraled §11690 §19911 00% _ 43% 28 3345 3174 $23067 §10746 §505 s627 BEx 10x
Marathon Oil Corporation MRO  $407  $400  Hod  §3213  $8272 -45% 0%  3Ax 3741 3310 $16321 §1.7402 S221 $250 Six 48k
Northem Ol and Gas, Inc. NOG  $518  $1000  Buy  §$233  §1220 -124% 78%  27x 313 362 §3375 3746  $300 $337 36 3%
Oasis Petroleum Inc. 0AS  $0.11 Notrated  $36 $2910 -277% -97% Il 647 670 $7439 35768 8450 %435 3%  5.0x
Occidental Petroleum Corporation OXY 51009 §2500 Buy  $9385 §67666 -6.7%  -To% 63k 13311 11738 $59656 §74306 $433 $491 O97x 7.8
QEP Resaurces, Inc QEP  $084  NA  Hold  $227  $2150 -53% 9% 26k B03 737 $6625 54723 5268 §201 3X 46k
Whiting Petroleum Corporation WLL 51683  §3200  Buy $641  §1,035 -100% NM 1.0x 981 890 §3100 53975 5105 §116 33 26x
WPX Energy, Inc. WPX  $457  $800  Buy 52564 95747 -121% 67% 20k 2060 2263 $15436 $14100 $27.90 §2530 37x  A4fx
Average 47% 689% 35 3038 2887 §330 $334 S58x S0
Canadian Oil Sands

Suncor Energy Inc. SU §11.88 Notrated $18,119 §32828 -76%  -64% KR} 6960 7850 37510 $59616 $472 $418 BBx 55«
Husky Energy Inc. HSE-CA 5312 Notrated 83136 §10578 -14%  -T0% T1x 2694 2686 $B043 S20046 $393 $394 13 5k
Cenovus Energy Inc. CVE 8365 Notrated $4485 §11897 -99% -64% 7.8x 4663 4662 $7237 §14602 §$255 $255 164x B.Mx
MEG Energy Corp. MEG-CA 5245 Notrated §741  $4005 -155% -67% 6.3 803 865 54602 §5220 $499 463 B TMx
Tourmaline Oil Corp. TOU-CA §1742 Notraled $4717 56622 58%  14% 14x 3070 396 $1191.3 §15853 $216 $207 Sfx 42X
Canadian Natural Resources Limited CNQ  §17.60 Notrated $20,786 $385%4 -16%  -46% 4.1x 1165.3 12060 $40876 $61839 $331 $319 04x 6
Imperial Ol Limited IMO  §1242 Notrated 39117 $12915 -14% -53% 9.5x 3924 4193 §3856 §16828 $329 $308 335 TNx
Average S4%  49.8% 5.7x 4824 5075 $356 §338 136x 6.4x
Eagle Ford Shale (South Texas)

Abraxas Petroleum Comration AXAS  §014 Notrated  §24 208 -187% -6%% 115 51 52 §177 420 B06 §307 117x 4
Chesapeake Energy Corporation CHC 8501 NA  Sel %49  $358 179% O™ 62 4303 3833 §15778 §10994 $82 $93 2% 3
Comstack Resources, Inc. CRK  §566 9800 By  §1316 §3086 02% 3% 35 260 246 1695 19 §185 S§ITT A 4k
Devon Energy Corporafon VN  $BS5  §1600  Buy  §3424 6433 0f% 6% 18x 3212 287 §14720 §16980 SN0 §215 4k 3
Earthstone Energy, Inc. Class A ESTE §273 §100 By  §077  §3M  62% M OB 138 139 M2 §1369 S35 §283 2k 24
Ovintiv Inc OW 5832  §1200 Hold  §242 $107% 6% 60% 3B 530 5162 §20423 S1M80 02 $09 Sk Ah
EQG Resources, Inc. EOG  §a742 96100 By  S2M7E8 §250M1 Q4% BS% 0T THIE TTIT W4E33D §62M5 §09 3 Sk 4l
Lonastar Resources US, Inc. Class A LONE 5009 Notated  §2  §544  G36% 0% N #NA sNA  BNA  BNA BN BNA  BNA BNA
Penn Virgnia Corporaton PVAC §067  §1800 By St S681  37% B8% 2 M40 23§61 §M62 83 §59 26k 2&
Magnalia 0l & Gas Corp. Class A MGY 8502  §700 Mol §1267 S 27% 0% 06 618 611 83314 BI85 §245 SMT dfx Ik
Marathon Oi Corporation MRO  S407 SO0  Hod  $3213 $8212 5% 0% x4 0 §16321 §17402 S21 §250 Six 4
Matador Resources Company MTOR §858  §1600  Buy 1004 §2800 0% 8% 3% 725 730 WT0  §6M40 §397 60 6ix  dfix
Murphy Gil Corporation MUR 85  §2200 By  §133 95030 -16% 68%  30x 1673 1614 S9387 S04 §307 §$318 Shx S
SilverBow Resources Inc SBOW 5420  B400  Hold 851 U7 6% AT% 30k 304 R4 SM423  §17AT §172 $160 36 3w
SM Energy Company SN §18  §200 ol §tP4 2660 1A% B6% 06 126 123 §205 §7M22 ST S48 2%k 3

Sundance Energy Inc. SNDE §223 §200 Hod  §15 8368 14% 8% 3% 100 87 §919  §634 S0 ™24 4lx S5



Niobrara Shale (D-J Basin)

HighPoint Resources Corp. HPR  $0.21 NA Hold $45 $852  -186% -88% NM 203 245 §2466  $1805 §$291 $347 35 4Tx
Bonanza Creek Energy Inc BCEl  $20.64  $19.00 Hold $430 $521 0.7% -12% 0.3x 246 246 §1500  §1536 §21.2 §212 33 34
Chesapeake Energy Corporation CHK  $5.01 NA Sell 549 $3548 179% -97% 6.2x 4303 3833 515278 §1,0994 $82 $93 23 3
Devon Energy Corporation DVN  $895  §16.00 Buy $3424 36433 -11.1% -66% 1.8x 3212 2987 314729 §$16980 35200 $215 44x 3B«
EOG Resources, Inc. EOG  $3742  $61.00 Buy $21788 $25141 04%  -55% 0.7 7416 7777 946333 $62345 $330 §$323 54x  4x
Occidental Petroleum Corporation OxXY  $1009  $25.00 Buy $0385 §57666 67% -T6% 6.3x 13311 11738 §59656 §7,4306 $433 $4841 O7x 7B
PDC Energy, Inc. PDCE  $1277  §21.00 Buy 1,272 $3230 22%  51% 2.2 1831 1801 $9315  §9255 176 §179 35« 35
Whiting Petroleum Carporation WLL  $1683  $32.00 Buy $641 $1035 -100% NM 1.0x 981 890 $3100 $3975 $105 8116 33x 26x
Extraction Oil & Gas, Inc. X0G  §0.05 NA Hold $6 $2,354 -164% -98% NM B7.0 581 $3795 52334 5270 8405 62 10.1x
Average 47% 61.1% 21x 360.7 3344 $23.5 §265 46x  48x
Permian Basin (West Texas)
Apache Corporation APA 8937  §11.00 Hold $3537 $13933 -31% 63% 4.3x 4336 3032 320120 §27120 $321 8354 69x 51x
Callon Petroleum Company CPE  $467 $5.00 Hold $185 $3421  -110% -90% 4.4y 994 017 §7007 96736 §344 8373 49 51x
Centennial Resource Development, Inc. ClassA ~ CDEV  §0.69 NA Hold $192 51206 12%  -85% 4.7x 646 580  $2447 §301.2 5201 $223 53 4%
Cimarex Energy Co. XEC  $25.55  $40.00 Buy 52607 54843 26%  -51% 250 2496 2414 $8290  §999.3 $194 $201 58x 4B«
Concho Resources Inc CXO  $48.60  $66.00 Buy $0560 $12730 79%  -45% 1.3x 3117 3018 528083 $24001 5408 $422 45x 51x
Devon Energy Corporation DVN  $895  $16.00 Buy $3424 36433 -111% -66% 1.8x 3212 2987 §$14729 $16080 35200 $215 44x 3B«
Earthstone Energy, Inc. Class A ESTE  §2.73 §7.00 Buy $177 $324  62% -5T% 0.8x 138 139  §$1427  $13589 $235 §233 23 24
Qvintiv Inc oV §932  §12.00 Hold $2422 $1079%4 -16% -60% 0.1x 5350 5162 520423 §$19480 35202 $209 53x 55«
EOG Resources, Inc EOG  $3742  $61.00 Buy $21788 $25141 04% -55% 0.7x 7416 7777 $46333 $62345 3$339 $323 54x 40x
Diamondback Energy, Inc. FANG $29.29  $52.00 Buy $4623 $11637 -46% 68% 2.9 2029 2838 520852 §22808 $397 8410 56x 51x
Laredo Petroleum, Inc. LPI $9.05 Notrated ~ $109 $1,377  46% -84% NM 852 821 $4760 4411 $162 35168 29x 31x
Matador Resources Company MTDR  §859  $15.00 Buy $1,004 52880 -6.0% -52% 3.3 725 739 §$4750  $6240 $39.7 $39.0 6.1x  4.6x
Occidental Petroleum Corporation OXY  $1009  $25.00 Buy $0385 $57666 -67% -76% 6.3x 13311 11738 $59656 §74306 $433 $481 O7x 7B
Parsley Energy, Inc. Class A PE $10.31  $11.00 Hold $3804 57425 10%  -45% 26x 1780 1701 $12209 §1,2454 $417 8437 61x  6.0x
Pioneer Natural Resources Company PXD  $90.26  $95.00 Hold $14828 $16849 25%  -40% 1.4x 3570 3702 $22481 $27866 $47.2 $455 75x 6.0«
QEP Resources, Inc. QEP  $50.94 NA Hold $227 $2150 53%  -79% 261 803 737  §6625  $4723 §$268 $291 3  4.6x
Ring Energy, Inc REI $0.70 NA Hold 548 $407 -129% -T4% 451 80 77 $69.9 §500 §51.0 §530 58x 6.3x
SM Energy Company SM §1.52 §2.00 Hold $174 $2660 -11.1% -86% 27 1226 1223 $9205  §7122 $217 $218 29x 3Tx
WPX Energy, Inc. WPX  §4.57 §8.00 Buy $2564 35747 -121% 6% 2.0x 2060 2263 §$15436 §14109 $279 §254 37x  41x
Average 4.3% -65.5% 1 289.7 21171 $31.6  §326 52x  4.8x
GOM & International
Apache Corporation APA $9.37 $11.00 Hold $3,537  $13933 -31%  -63% 4.3x 4336 3932 $20120 $2,7120 §321 §354 69x S51x
Hess Corporation HES  $38.06 Notrated $11690 $19911  0.0% -43% 2.8 3345 3174 §$2306.7 $1,9746 $595 8627 86x 10.1x
Occidental Petroleumn Carporation OXY $10.09 $25.00 Buy $9,385  $57666 6.7% -76% 6.3x 13311 11738 $50656 574306 $433 8401 O7x 7.8x
Talos Energy, Inc. SGY $7.04 Notrated  $514 $1,495 1.4% -T% 1.9x $463.8 $502.2 32x  30x
W&T Offshore, Inc. WTI $1.70 Notrated  $241 $841 61%  -69% 4.3x 405 432  $1374 $177.5 3208 8195 6.1x  4.7x
Avei -2.9%  -65.6% 3.9x 5349 4819 $389 S$41.7 6.9x  6.1x
Haynesville (Ark-La-TX)
Chesapeake Energy Carporation CHK $5.01 NA Sell $49 $3548 179% -97% 6.2x 4303 3833 $15278 §1,0994 §82 §93 23x I
Comstock Resources, Inc CRK $5.66 $8.00 Buy $1,316  $3.986 0.2% -31% 3.5x 2159 2246  §7695 $9219 $185 8177 52x 4.3x
Goodrich Petroleum Corporation GDP $9.20 $11.00 Buy $127 $231 1.8% -8% 1.5x 229 248 $70.1 $91.3  §101  §93 3.3x  25x
Average 6.6% -45.5% 3.8x 2230 2109 $12.3 §$121  36x  34x
Marcellus Shale (Northeast)
Antero Resources Corporation AR $3.55 $3.00 Hold $953 $7333  43% 25% 4.5x 576.1 5753 $8985 $856.0 §127 8127 B82x 86x
Chesapeake Energy Carporation CHK §$5.01 NA Sell $49 $3548 179% -97% 6.2x 4303 3833 $15278 §1,0094 §82 $93 23x  Ixm
CNX Resources Corporation CNX  $1013  $14.00 Buy $2274  §5781  AT% 14% 2.8x 2235 2503  $869.0 $905.1 $259 8231 6.7x 64x
Cabot Oil & Gas Corporation CoOG  §19.10 Notrated $7,613  $8,739 0.9% 10% 1.3x 3908 3997 §7740 51,3863 $224 $219 113x 6.3x
Montage Resources Corp. ECR $5.17 Notrated  $186 $873 51%  -35% 32 972 0982  $206.2 $2638 §90 $89 42x 33
EQT Corporation EQT  §1471 $16.00 Buy $3,760  $8,377 0.1% 35% 3.0x 6717 6782 $15509 $1,7191 §$125 §$124 54x 4%
Range Resources Corporation RRC §8.27 $5.00 Hold $2,118 $5,3717 26% 1% 5.7x 3757 3668  $569.3 $7381  §143 §147 94x T7.3x
Southwestern Energy Company SWN $2.77 $3.00 Hold $1,502  $4079 5.1% 14% 3.8x 3879 5176  $641.7 511761 $105 §$79 64x 35
Average 03%  4.6% 3.8x 3941 4087 $144 §$138 67x  54x
Midcontinent (Oklahoma / North TX)
Chesapeake Energy Corporation CHK $5.01 NA Sell $49 §$3548  179% 9% 6.2x 4303 3833 $15278 §1,0994 9§82 $93 23 Ix
Continental Resources, Inc. CLR  $1316  $18.00 Hold 4805 $10918 -22% -62% 4.5x 2904 2828 $12797 51,8682 $376 $386 B5x 58
Devon Energy Corporation DVN $8.95 $16.00 Buy $3424  $6433 -11.1%  -66% 1.3x 3212 2087 $14729 51,6980 $200 S$215 44x 38k
Gulfport Energy Corporation GPOR  §0.27 NA Hold $43 $1,955 -50.0% -91% 4.0x 1717 1733  $467.1 $511.2  §114 $113 42x 38
Marathon Qil Corporation MRO $4.07 $4.00 Hold $3213 §82712  45%  -T0% 3.1x 3741 3310 $16321 517402 $221 $250 51x 4.8«
Occidental Petroleum Corporation oXY $10.09 Buy $0,385 957666 -6.7% -76% 5.8x 13242 11627 $64899 9576608 $435 $406 B8Ox 7.5x
Cimarex Energy Co. XEC  §$2555  $40.00 Buy $2,607  §4.843 26% -51% 2.5x 2496 2414 §829.0 $999.3 §194 $201 58x 4.8x
Average B0% -713.2% 3.9x 4517 4105 $23.2 §250 5.6x  48x
Powder River Basin (WY/MT)
Devon Energy Corporation DVN  §895  §16.00 Buy $3424  $6433 -111% -66% 1.8x 3212 2987 $14729 §16980 $200 52115 44x  38x
Chesapeake Energy Corporation CHK  §5.01 NA Sell 549 $3548  179% 97% 6.2x 4303 3833 $15278 §10994 382 1§93 23; Ix
EOG Resources, Inc. EOG §3742  §61.00 Buy $21788 $25141 04%  -55% 0.7x 7416 7777 $46333 $62345 $339 3323 54x  40x
SM Energy Company SM §1.52 $2.00 Hold $172 $2660 -11.1% -86% 2.7x 1226 1223 §9205  §7M22 $217 $218 29x 3T
Average A.2%  164% 29x 4039 3955 $210 $212 38 3Nx
Tuscaloosa Marine Shale (South MS/North LA)
Comstock Resources, Inc CRK  §5.66 Buy $1316  $3986 02%  -31% 36x 2150 2253 §7374 39172 $185 S$177 5dx 4%
Qvintiv In¢ ow  §9.32  §1200 Hold $2422  §10794 -16%  -60% 3.8x 5350 5162 $20423 §19480 $202 5209 53 55«
Average D.7%  45.1% 37 3750 3707 $194 §193 53 49x
Utica Shale (Northeast)
Antero Resources Corporation AR §3.55 $3.00 Hold $953 $7333  43%  25% 45x 5761 5753 $BOB5  $856.0 §127 $127 B2  86x
Chesapeake Energy Corporation CHK  §5.01 NA Sell 549 $3548  179% 9% 6.2x 4303 3833 $15278 §1,0094 582 §93 2} I
Montage Resources Corp. ECR  §5.17 Notrated  $186 $873  51%  -35% I 972 982 $2062 52638 390 B9 4 I
CNX Resources Corporation CNX  $1013  §14.00 Buy $2274  §5781  4T%  14% 28x 2235 2503 $869.0  $9051 $259 5231 67x 6.4
EQT Corporation EQT  $1471  §16.00 Buy $3760 $8317  01% 3% 3.0x 671.7 6782 §15509 §1,719.1 §125 §$124 54x 49
Gulfport Energy Corporation GPOR  §0.27 NA Hold 543 $1955 -590% 91% NM 1717 1733 84671  §5112 §$114 §$113 42 I8
Range Resources Corporation RRC  $8.27 $5.00 Hold $2118  $5317 26% 71% 5.7x 3757 3668 $560.3  §7381 143 $147 9d4x 1%«
Average 15%  A.2% 4.2x 363.7 3608 $134 §132 58x  54x




Industry Valuations

I put together a sheet breaking down all the key metrics for the Oil & Gas Upstream names. The industry is in a new era
of capital discipline, realizing it needs to be ready to navigate downturns in pricing. The global oil market continues to
struggle with over-supply while demand disruptions from the pandemic remain, though recovering in Auto seeing limited
recovery in Aerospace. Monetization of assets remains a major theme in the industry with companies focusing on higher
rate of return wells. When assessing this group there are so many industry-specific metrics to observe but overall I am
looking for cost leaders (efficient drilling), strong balance sheets, capital discipline, and a higher Oil mix and trading at a
reasonable valuation.

Majors
Production
EV/[EBITD 2021 (Operating) Proved Oil
A-CAPEX) Debt/EBITDA 2020 Production Costs per Reserves
Majors EV EVDACFF2L 20 Q0 ROCE  OilMix Production Growth  EV/Production BOE Acreage (PR) EV/PR (0l
XOM 212,988 6.4X 240 109 478%  58% 2386000 -2 8827 $17.00 Permian; 14398000000 1459
WX 172,209 87X 6.03 066  402%  66% 1865000 1% 0234 $15.00 Permian; 6521000000 1641
OxY 57,644 53K 6.3 240 -175%  63% 580000 1% 0039 $13.13 Permian; Middle Fast 3940000000 14.63
(op 46,214 5.4K 48 092 3% 8% 778000 8% 5040 §15.00 Bakken, Eage Ford, Niobara 5315000000 8.10
Mid & Large Cap E&P
Production

EV/(EBITD 2021 (Operating) Proved Gil Proved

A-CAPEX)  Debt/EBITDA 2020 Production Costs per Reserves Gas
Majors EV EV/DACF FY21 FY20 Fr20 ROCE  OilMix Production Growth  EV/Production BOE Acreage (PR) EV/PR(0il) Reserves
Large
Cap E&P

Permian, Bakken, Eagle Ford,
EOG 25,241/4.1X 3.16 0.70 9,58% 51% 456200 6% 55.33 $10.52 Powder River 2434109000 10.37 1.52E+11
HES 19,617 7.7X 443 248 -4.05% 61% 169000 -9% 116.08 $10.00 Bakken, Guyana, Gulf of Mexico | 931000000 21.07 4.51E+10
PXD 16,627 5.4X 437 0.70 8.93% 5% 211104 5% 78.76 $8.11 Permian & Eagle Ford; Midland 885733000 18.77 4.25E+10
APA 14,100 5.9X 445 2.08 1.32% 52% 239415.26 -9% 58.90 $16.30 Egypt, North Sea, Midland Basin 737123000 19.13 4.65E+10
CX0 12,605/ 4.9X 2.90 135 2.61% 61% 209230 % 60.24 $9.80 Permian 619000000 20.36 6.51E+10
FANG 11,933 4.9¢ 2.98 1.67 6.03% 3% 187721 1% 63.57 $7.70 Permian 1652009000 7.22 3.17E410
CLR 11,197 4.9X 4.16 1.61 1.53% 57% 197991 6% 56.56 $3.75 Bakken, STACK, SCOOP 760187000 14,73 1A46E+11
Bakken, STACK, SCOOP, Permian,
MRO 8,360 3.7X 281 1.66 4.99% 5% 210000 -6% 39.81 $5.75 Eagle Ford 877000000 9.53 5.57E+10
DVN 71,147 3.5 2.8 184 4.08% 48%| 147000 A% 48.62 $4.30 STACK; Delaware 487000000 14.68 4.59E+10
ow 0,943 3.8X 2.59 1.68 6.73% 164400 5% 1334300000 7.45 1.86E+11
PE 7,684 5.7 379 154 5.44% 70% 86751 -3% 88.58 $11.70 Permian; Midland; S. Delaware 474127000 16.21 2.01E+10
Natural Gas Focused E&P
Production

EV/(EBITD 20 (Operating) Proved 0i Proved

A-CAPEX)  Debt/EBITDA 2020 Production Costs per Reserves Gas
Majors EV EV/DACFF2L W20 A0 ROCE  OilMix Production Growth  EV/Production BOE Acreage (PR) EV/PR(Oil) Reserves
Gas Levered E&P f
RRC 5,206 6.3 5.06 397 345% 10% 10109 h 523.85 51.34 Marcellus Shale; N. Louisiana 1012768000 523 143411
06 8473/6X 0.20 0.84  19.65% % 2%r HVALUE! §1.10 Marcellus and Eagle Ford 22000 385139.79 3.65E+11
SWN 4180 3.7 11 234 10.81% 10% 12830.601 1% 325.79 51.14 Appalachia; Fayetteville 681700000 6.13 2.44E+11

eaQr 8314 3.15 260 174% 2245.9016 470811



Management Commentary:

Conoco (COP) on its deal for Concho (CXO): “This deal combines 2 best-in-class portfolios to create a resource base
of approximately 23 billion barrels of oil equivalent with a less than $40 per barrel WTI cost of supply and an average cost
of supply that's less than $30 per barrel WTI. Both Concho and ConocoPhillips bring investment-grade balance sheets to
the deal. The combined entity balance sheet is strong and resilient. The combined company will be the largest E&P
company in the world, with production of over 1.5 million barrels equivalent a day. We will be the most diverse and
dependent with production coming from 4 distinct mega trends: conventional, unconventional, LNG and oil sands. We
believe the industry is entering a new era, an era where low cost, high-quality operators will distinguish themselves.”

Chevron (CVX) on renewable fuels: “The future of energy is lower carbon and we're delivering more alternative
products to our customers. Recently, we announced first gas at our CalBio renewable natural gas joint venture in
California and a new partnership with Brightmark. Our capital committed to RNG ventures is over $200 million. In
renewable diesel, we're leveraging existing infrastructure to co-process biofeed at our El Segundo refinery, with start-up
expected in the first half of next year. Also, we sell a range of branded biodiesels and are piloting the sale of R99 in
Southern California.”

EOG Resources (EOG) on the Macro outlook: “So going into '21, our view of the macro situation is we'll still largely be
in an oversupplied market next year. So we don't anticipate growing volumes next year until we see the market
conditions improve. So moving into '22 and '23, assuming we're now into an area where inventories have been pulled
down and the market is no longer oversupplied, we see an opportunity to maybe grow again. And we'll stick with our
reinvestment ratio of about 70% to 80%."

Diamondback (FANG) on industry consolidation: “We believe that consolidation in our sector is necessary as our sector
is too fragmented, but that's changed rapidly. Industry consolidation has long been anticipated in U.S. shale and has been
touted as an avenue to create scale and improve cost efficiencies. Today, Diamondback is a leader in cost and

efficiency. The success of the acquisitions we've executed to date were largely driven by realizing hundreds of millions of
dollars of savings through lower costs and higher returns than from the previous operators. Diamondback is not getting
left behind if we don't do anything today, and we prefer not to make rash decisions at the bottom of the cycle. Patience
will be rewarded at the end of the day, and we have the balance sheet, cost structure and asset-based -- asset base to
be patient and ride out this downturn as brutal as it may be. To finish, we operate in a cyclical business. And while this
downturn has been as severe as any in industry history, Diamondback has the size, scale, balance sheet, asset quality
and cost structure to weather a prolonged downturn and thrive in the inevitable upcycle. We are generating and expect
to continue to generate free cash flow, and we will allocate that free cash flow to our dividend and debt reduction until
commodity prices meaningfully recover from current levels.”

Hess (HES) on the recovery: “But at the end of the day, we're in a V-shaped recovery on demand. And obviously,
yesterday's announcement by Pfizer, the great news about a very successful vaccine being available at the beginning of
the year, obviously, we think that's going to have a big impact on the economy, on people getting back to work and
people also flying, no less domestically, but globally. So we do think demand is V-shape recovery, on the road to
recovery, slight pause right now because of the increase in COVID cases but as the vaccine gets distributed, that V-shape
should continue throughout 2021. On supply, we think it's a U-shaped recovery. You talked about shale. U.S. crude and
condensate production had been at the end of the year, 12.8 million barrels a day. We think it's closer to 10.5 million
right now, mainly because of a low rig count. The rig count is at about 300. A little over a year ago, it was closer to
1,000. At that level, there's not enough well stock and new production to offset production declines. The IEA and the
World Energy Outlook recently has said, the world needs to invest $500 billion to $600 billion a year to grow global oil
and gas production to meet demand. Across the world, this year, that number is $300 billion. So while we're awash in oil
today because of excess inventory because of COVID, as you go forward, once that supply overhang is dissipated and we
get to pre-COVID levels in inventory, I think the world is going to realize that we actually need to invest more to grow oil
supply. And at that time, prices should firm so that the best rocks, they get the best dollars to get the best returns. And
that will be a combination of shale, but also conventional plays.”

Range (RRC) on Natural Gas industry future: “*On the environmental front, the natural gas industry has an advantaged
position today and for the foreseeable future as the world moves towards cleaner, more efficient fuels. Within the natural
gas industry, Appalachia has an advantage globally as an abundant, low-cost resource with leading environmental
standards, and we believe Range is best positioned within Appalachia, as discussed in our most recent sustainability
report. Another metric that we've discussed in the past is capital spending per unit of production where Range is, again,



best-in-class amongst Appalachian peers. This low capital intensity that is unmatched amongst small and mid-cap E&P
companies provides us a solid foundation for generating a top-tier free cash flow yield. While 2021 and even 2022 prices
have improved considerably for natural gas and NGLs, we believe the forward curve remains below a sustainable long-
term price. This is not a market that's incentivizing any growth.”

Cabot (COG) looking ahead on Natural Gas after NYMEX prices hit a 25-year low: “*While we are certainly not immune to
lower natural gas prices, our low-cost structure, strong balance sheet and disciplined capital allocation strategy allow us
to continue to generate corporate returns and free cash flow even in this current price environment. The good news is
that we already experiencing significant tailwinds for the natural gas supply and demand outlook, driven by large declines
in natural gas supplies across the U.S., coupled with an improving demand outlook heading into the winter heating
season. As a result, since our early March, we have seen over a 35% increase in the NYMEX futures for 2022 to the
current levels that are above $3, which would result in a material expansion of net income, free cash flow and return on
capital employed next year. With the current natural gas futures in 2022 and beyond in backwardation, and well below
the $3-plus environment we are anticipating in 2021, we do not believe this is the appropriate time to consider growing
our production base.”

Industry Themes

v" Consolidation

v Capital Discipline
v' Performance Efficiency
v Digital Push
v" Decarbonization
v" New Frontier of Energy Transition — Carbon Capture, Hydrogen, Energy Storage
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—o—Coal
80%
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20%
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OptionsHawk Executive Summary and Top Picks

Sticking to the philosophy outlined above and being selective across the major categories, Conoco (COP) remains the
preferred US Major. Pioneer Natural (PXD) is the top large cap E&P and Diamondback (FANG) the preferred mid-
cap play. Cabot (COG) is the best-in-class Natural Gas name while Cimarex (XEC) a compelling small-cap value. PDC
Energy (PDCE) would be a preferred small-cap more speculative name.

Oil & Gas Services Components: AROC, BKR, CHX, CLB, DRQ, DNOW, ERII, FI, FTI, GTLS, HAL, HLX, HP, LBRT,

MRC, NESR, NEX, NOV, OII, PTEN, PUMP, RES, SLB, SOI, USAC, VTOL, WFT, WHD, WTTR

Several components from 2020 have been eliminated falling below the $300M market cap threshold with the oil crisis
severely impacting names it is becoming an industry where only a few can survive and withstand the severity of this
latest downturn.



The Energy Services group also trades very correlated to its underlying commodity and is closely tied to the E&P
companies as their CAPEX budgets directly impact demand for the services group. With the sharp downturn in Qil prices,
a lot of companies cut production targets resulting in a major downturn in earnings for this group. Due to a combination
of factors that include greater energy efficiency, slower economic growth, and higher demand for cleaner energy sources,
the growth in capital investment for hydrocarbons has downshifted significantly from prior decades while growth in
renewable sources of energy is accelerating. The group is often divided up into Diversified Services (BKR, HAL, SLB, CHX,
NOV), Land Drillers (HP, PTEN, NBR), Offshore Drillers (RIG, NE), Offshore Equipment (HLX, OII), Equipment (APY, CLB,
FET, NOV, WHD), Onshore Services (NINE), Pressure Pumping (PUMP, NEX, FTSI, LBRT, RES) and Frac Sand (SLCA).
QOilfield services include Seismic, Reservoir Characterization, Drilling, Pressure Pumping, Fluids, Well Completion, Well
Stimulation, Well Casing, Construction and On-Site Lodging.

) Exploration
Equipment / Seismic, 4%
! Infrastructure,
25%

Drrillings Senvices,
20%

Production Contract Drill
Senices, 15% no.
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Completion, 14%

BofA EV/EBITDA Multiples | Cons EV/EBITDA Multiples ll BofA FCF Yield (Levered) [l Cons FCF Yield (Levered) [l BofA EV/Revenue Multiplesl Cons EV/Revenue Multiples|

Ticker Rating 2020E 2021E 2022E [ 2020E 2021E 2022E @ 2020E 2021 2022€ | 2020E 2021E 2022t | 2020 2021 2022€ | 2020 2021 2022E
Diversified Services

BKR Buy 80x 74 6Mx 8.x  15x  60x 48%  95% 9.7% 31%  76% 80% 08x 08¢ 08 09x 09  08x
HAL Buy 82 84 b 85x 9k T 83% 92% B88%  93% 56% 51% 13 15 1 13 15 13X
SLB Neutral 8 8% Xk 88 B7x T 76% 77% 94%  68% 91% 111% 16 18 15 15¢  16x 15
Average 83 83k 66x 85x 85 T0x 69% 88% 93% 64% 74% 81% 12 14 1 12« 13 1
Land Drillers

HP Neutral 98 192 65 100« 172x  7.x 174% 46% 43%  192% 02% 58% 13  17x  1lx 09 17x 1
PTEN Underperform 6.2x  145x  64x 6dx  117x  6.3x 231%  25% -23%  190% 36% 55% 12x 14 10x 12 14 10x
Average 80x  168x  65x 82x 144x  68x 203% 11% 10%  191% 19% 56% 12x  15x  10x 11 15 1ix
Offshore Drillers

RIG Underperform 700 92 93« 84x 107 101x 17.2% -225% 3.3%  -35.9% AR -274%) | 26x 3l 30x 260 30x 29«
Offshore Equipment & Services

HIX Buy 45 48 4N 43k S 55 163% 143% 67%  207% 163% 10.0% 08¢  09x 09 08 09 089
oll Neutral 520 69 5N 57 713 62x 72%  104% 10.7%  184% 157% 4.2% 05x  05x  05x 05¢ 05  05x
Average 48 59 52 50x  65x  6.0x 118% 124% 8J7%  196% 160% 7.1% 06x 07x  07x 07x  07x 0Mx

Equipment / Capital Light Companies

CHX Buy 7% 14 5x 102x 7.7 6.2 89% 146% 147%  97% 95% 13.1% 10 10x 09 12x  10x 09
CL8 Neutral 124x  115¢  86x 126x  122x 94 94% 104% 124% 101% 7.7% 9.1% 200 2k 18 200 2Ix 18
NOV Underperform 115 139 8.4 115x  144x  B8.0x 153% 105% 63%  137% 48% 60% 07x  08x 07 07 08 0Mx
GTLS ! Buy 152 141x  111x  141x 135« 118« 59% 59% 77%  55% 66% 7.1% 96x  102x 73 98 107x  76x
WHD Neutral 1216 135x 84k 122x  146x  88x 56% 55% 4.1% 70% 36% 46% I 3% 28 I Al 29«
Average U 117x 85 12x  120x  88x 99% 103% 103% 98% 72% 88% 3 35 LM 34x 36x 28«
Pressure Pumping

LBRT Neutral 319 60 3 416x  112x  54x 06% 20% 101%  19% -2.0% 76% 160 06x 05« I 0% 0%
NEX Buy 68x 40k 2.5 T4 57x  26x 10% -54% 83%  02% -7.1% -04% 04x  04x  04dx 04x  04x  03x

Average 194x 50  3.dx 245« 85«  4.0x 08% -17% 92%  09% -45% 36% 10x  05x  0dx 10x  06x 05«




Drillers lease their rigs out to oil and gas companies for a daily rate (dayrate), which are very high during booms (E&P
companies want to drill more wells and bid up prices for limited rigs) and very low during busts (no one wants to drill
wells and oil companies ask for renegotiated rates). Land and offshore drillers are completely different markets — offshore
rates are much more expensive, but maintenance is also much more expensive. Offshore oil, being relatively high on the
cost curve, is also more susceptible to a downturn which leads to restructuring. The most well-known rig count is
conducted by Baker Hughes. The active rig count suggests bullish oil activity as it means that producers are looking to
increase production. The industry uses a number of metrics such as Rig utilization, Rig Operating Days, Drilling Day
Rates, Operating Days to Wells Drilled, and more.
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US Onshore Drilling & Completion Spending US onshore D&C capex by quarter as a % of total 2020
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EV/EBITDA, EV/Revenues, EBITDA margins and looking at debt levels with balance sheet ratios will all be appropriate in
analyzing this group. The stocks are still trading rich to historical EV/EBITDA around 8.5X. The group currently has an
average EV/EBITDA of 11.4X, EV/Sales 2X, EBITDA margins 19.6%, and ROE of 2.1%.

Management Commentary:

Halliburton (HAL) on Digital & International: “Our digital framework, Halliburton 4.0, permeates all aspects of our
business and enables the success of our other strategic priorities. As digital deployment and integration across the value
chain accelerates, we believe that we'll continue to grow our current business, create new revenue opportunities and
drive better returns for Halliburton. The international short-cycle producers have an opportunity to regain market share as
a result of declining U.S. oil production. As demand starts to improve and outgrow supply, it should encourage
international investments in both oil and gas, and our strong international business that now delivers the majority of our
revenues is ready to power into the eventual recovery.”

Baker Hughes (BKR) on growth areas: “Given the subdued upstream outlook, the primary growth opportunities we see
within our existing product and service footprint are the broader industrial sector, specialty chemicals and non-metallic
materials. On the industrial side, we see the opportunity to develop a solid industrial platform by leveraging the strongest
core competencies within our TPS and Digital Solutions segments. Our efforts will be focused on delivering energy
efficiency and process solutions, targeting adjacent, non-energy industrial sectors. In addition to industrials, we remain
focused on driving growth in the non-metallic and chemical sectors. Due to the lower carbon footprint associated with
non-metallics, we believe this segment provides significant opportunity for expansion as well as synergies with our
upstream and chemicals businesses. In Chemicals, we see the opportunities to grow internationally, in the downstream
segment and potentially into other adjacent specialty chemical markets to complement our current capability. The third
pillar of our strategy is focused on positioning for new frontiers. As the energy landscape continues to evolve, we have
spent considerable time evaluating key growth areas associated with the energy transition, and analyze where Baker
Hughes can capitalize on these opportunities. Overall, we see a range of options for our technology with the greatest
near-term potential in carbon capture, hydrogen and energy storage. Although it is still very early in the evolution of
these 3 markets, we believe that Baker Hughes can play a key role in the future development of these areas with the
technology we have in-house.”

Schlumberger (SLB) on its New Energy portfolio: “Finally, we continued to develop our New Energy portfolio. We've
progressed in hydrogen technology venture, Genvia, and the creation of a geothermal project development company
which complements our low-heat geothermal venture, Celsius Energy. These exciting venture represents a mix of new,
unique opportunities for Schlumberger to create a differentiated market position through the energy transition. In
parallel, we continue to develop avenues to contribute to the decarbonization of oil and gas operations, leveraging our
technology, expertise and execution platform to reduce our environmental impact while helping our customers reach their
environmental goals.”



TechnipFMC (FTI) on Biofuels and Hydrogen: “TechnipFMC also has a long history in the development of biofuels,
offering advanced solutions to meet increasingly stringent climate targets. Biofuels can have substantial environmental
benefits with the potential to reduce greenhouse gas emissions by up to 90% when compared to conventional

fuels. TechnipFMC has a strong presence today with references in biodiesel, biojet fuel and bioethanol. Additionally, we
have a strong relationship with Neste, the world's largest producer of renewable diesel where we have delivered 2 world-
scale renewable fuel units utilizing their innovative NEXBTL technology, and we are currently executing an expansion
project for our renewable products facility in Singapore. While biofuels have historically represented more of a niche
opportunity, strong government and policy support combined with growing consumer demand is enabling more rapid
development. Global demand for renewable diesel alone is projected to more than double by 2030. And in capital
investment terms, this translates into a market opportunity that could exceed $3 billion through the end of the decade,
driven by expansion projects, refinery conversions and new greenfield projects, all of which provide opportunity for
TechnipFMC. Without question, the most widely discussed opportunity for the energy transition today is

hydrogen. Hydrogen is a highly versatile, clean energy carrier that can be used as an industry feedstock or power
source. The industry is rapidly evolving, and with further innovation, has the potential to fully decarbonize traditional
sectors such as transportation and aviation. TechnipFMC is a clear market leader today with over 35% share of the
installed base and a 50-year track record. More than 270 plants use our proprietary steam reforming technology. And
when combined with our leading carbon capture solutions, we have the in-house capabilities to fully engineer and
construct blue hydrogen plants.”

OptionsHawk Executive Summary and Top Picks

The core businesses in this industry continue to face headwinds and look better positioned in 2022 as production may
return to growth. There are some interesting ancillary opportunities within new energy frontiers such as Biofuels and
Hydrogen while Digital is unleashing a new growth revenue stream.

Among the big three there is not a lot of separation but Halliburton (HAL) looks to be the most financially sound,
trades at the cheapest multiple, and has the best digital strategy and International exposure. In the next market cap tier I
like Chart Industries (GTLS) for its positioning in Hydrogen and ChampionX (CHX) with merger synergies and a top
operator. There are also two smaller speculative plays that stand out, National Energy (NESR) and Energy Recovery
(ERII).

Liquid Hydrogen Growth is Significant
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Midstream Components: AM, AMID, ANDX, BPL, BPMP, BSM, CAPL, CEQP, CLMT, CNXM, CQP, DCP, DKL, ENB, ENBL,

ENLC, EPD, EQM, ET, ETRN, FI, GEL, HEP, HESM, KMI, LNG, MMP, MPLX, NBLX, NGL, NS, OKE, PAA, PAGP, PBA, PBFX,
PSXP, SEMG, SGU, SHLX, SRLP, TCP, TGE, TRP, WES, WLKP, WMB, RTLR, TRGP

The midstream energy group consists mainly of MLP’s and traditional EBITDA-based multiples are often used to value the
companies, and a group where dividend yield plays a larger role for investors and take into considering distribution
history and growth. Similar to the other Energy-based industries, the underlying commodity determines much of the
movements of these stocks as it impacts the demand for midstream operations, and as we saw earlier in 2016 when
credit was a concern in the Energy industry from weak prices, much of this group sold off sharply and has yet to recover.
The Distributable Cash Flow Coverage ratio is one way to evaluate the health of a MLP.



We group constituents into four categories: 1) SMID Cap MLP, 2) Large Cap MLP, 3) US Midstream C-corp and 4)
Canadian Midstream C-corp. In general, C-corp midstream names trade on average at a premium to midstream MLPs.
This may reflect a wider investor base and names with more run-time under the Midstream 2.0 business model.
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The midstream sector has evolved from a phase that prioritized growth (as defined by large capital budgets and outsized
distribution growth) to a more mature stage focused on financial discipline, portfolio optimization and cash flow. Key
themes in 2020 were Improving FCF, Exposure Types (Basin, Commodity Type, and Customers), Exports Driving Growth,
and Consolidation/M&A. Given ongoing producer capital discipline, expect more measured production growth in 2020. As
production growth moderates, midstream growth capex should slow overtime as well. Midstream management teams
with clear strategies around returning capital to shareholders may be favored amongst Thus, key watch items include:
showcasing flexibility on further debt repayment, dividend/distribution sustainability (or growth), and potentially
buybacks. There is ongoing investor scrutiny around various exposure types, including: basin, commodity-type, contract-
type and customer. Investors prefer diversity across each category and see higher risk for names with higher
concentration (e.g. single basin with a single dominate customer).

Growing US exports of crude oil, NGLs and LNG has led to higher utilization of existing pipeline, storage and dock
infrastructure and should drive the need for further expansions over the medium term. Exports provide opportunities for
growth, but also expose the midstream sector to global risks such as trade, demand, and indirect commodity exposure
dynamics.

The midstream sector has materially evolved on multiple fronts as the US shale revolution drove the need for significant
build-out of North American oil and gas infrastructure. Given the US emergence as a net exporter of major energy
commodities (crude oil, NGLs, natural gas), the midstream sector continues to mature with some pockets of growth
(largely projects that support exports). There has been a structural shift in E&P behavior as companies focus on capital
discipline, cost reduction and free cash flow. Consequently, production growth is expected to moderate, which in turn
implies midstream growth capex should moderate as well. Similar to E&P’s, midstream names have focused on improving
free cash flow, which will enhance their overall financial flexibility.

Larger distribution coverage allows for flexibility around debt reduction and growth capital funding. Another key factor
investors are using to differentiate winners and losers in midstream is by commodity-type exposure. Contract types tend
to fall into three categories with Low-Risk which are fee-based and non-volume sensitive, Medium Risk which are fee-
based or fixed margin and sensitive to volume, and lastly High Risk which are non fee-based.



Figure 24: Contract exposure by company
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The Distributable Cash Flow Coverage ratio is one way to evaluate the health of a MLP. In general we want to
concentrate on names with growing and safe distributions as these are utilized more as instruments for income rather
than growth. Over the past few years, the MLP sector has lagged the overall market as well as the broader energy sector.
This underperformance has been driven by a change in investor preferences for self-funded capital-spending plans, which
is contrary to the typical MLP model that relies on continual equity and debt issuance to fund growth capital. Changes in
pipeline rate-making policy and distribution cuts by several MLPs have negatively impacted investor sentiment towards
MLPs. MLPs typically operate toll road or fee-based business models. Just as the company that owns the toll road makes
a set fee per mile driven, regardless of the cost of the car, MLPs earn a set fee for each barrel of oil, cubic foot of natural
gas, or ton of coal that is processed, transported, or stored, regardless of the cost of the hydrocarbon. The most common
valuation metrics for MLPs are price to distributable cash flow (P/DCF), enterprise value to EBITDA (EV/EBITDA), vield
spread to the 10-year Treasury, and the dividend discount model. Generally, price to earnings (P/E) is not used. MLPs
invest so heavily in hard assets that depreciation accounting can occasionally make their earnings appear negative, while
their cash flows continue to be stable and growing. For this reason, a multi-stage DCF discount model is preferred over all



others. Since DCF is a measure of the cash flow available to be paid out to investors every quarter, it is a much more
accurate reflection of the health and sustainability of an MLP.

ROIC-WACC versus expected 3-year EBITDA CAGR is a good way to look at relative valuation across the group. In
general, a combination of higher growth rate and ROIC — WACC should deserve premium EV/EBITDA multiples and vice
versa.
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Warren Buffet announced a $9.7B transaction to acquire Dominion Energy midstream assets earlier this year, which
instills come confidence in a value dislocation. The deal took place at 10X EV/EBITDA and signals that more barriers for
new pipeline buildouts may mean better value for existing ones. Balance sheet resiliency and stability in cash flows are
still the primary considerations in stock selection in this environment.
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Management Commentary:

Kinder Morgan (KMI): “As we look ahead to the next cycle, I think we've got to make some distinction between
commodities because I think one of the things that a lot of people are looking for is what's going to happen to U.S. shale
and particularly oil because with the oil shale comes also NGL production in the U.S., energy markets as well as
associated natural gas. The reason I say you have to distinguish between commodities a bit is because natural gas will



still have to be produced in the United States to meet our domestic demand as well as global demand. And we can meet
that from dry gas plays as well as we can meet it from associated gas plays or gas in association with oil production.
We're heavily weighted toward natural gas, and we see that the long-term fundamentals for natural gas remaining
strong. And so we're weighted to natural gas in terms of being over 60% of our current segment EBITDA, but also over
70% of our project backlog is natural gas-driven.”

Williams (WMB) on business drivers: "We would just tell you that gas demand will be driving our business. And the
forward market certainly is driving many of our customers to make plans for growth across a lot of our systems and
transmission projects like Southeastern Trail, early in-service of Leidy South as well. And then finally, we're no longer
dealing with the downward pressure due to the noncash deferred revenue step-downs that you just heard John talk
about, and we don't expect to have the degree of deep-water shut-ins that we experienced this year from a number of
different issues. So lots of nice growth drivers that are very predictable at this point. And we feel very confident about
how those will shape up for '21 at this point.”

Energy Transfer (ET) on NGL standout: “Our NGL segment continued to stand out during the third quarter, with NGL
transportation volumes setting another record, primarily driven by record volumes on our Mariner East and Texas NGL
pipeline systems. And our fractionation volumes also reached a new high during the quarter due to an additional ramp-up
of volumes on Frac VII, which went into service earlier this year. And in early September, we were pleased to announce
that we completed our Lone Star Express expansion project, significantly under budget, ahead of schedule. During the
third quarter, we saw the highest average quarterly volumes yet through the Mariner East pipeline system with year-to-
date 2020 NGL volumes up 40% over year-to-date 2019. Utilization of our Mariner pipelines and our Marcus Hook
terminal continued to increase, leading to record amounts of propane transported through the pipeline as well as strong
butane and ethane utilization.”

Cheniere (LNG) on recovering LNG market: "As we move through this challenging period in the market and look
forward, we continue to be bullish about the way the market is rebalancing, the strength of LNG demand recovery and
the longer-term prospects for natural gas and LNG and as key vectors in the global energy transition. Despite the impact
of lockdowns in many markets in the second quarter, the industry has still delivered net positive demand growth totals
year-to-date. Unlike most other commodities, LNG demand grew 3% year-to-date through September, adding more than
7 million tons of consumption versus last year. The U.S. was the main beneficiary of that growth as exports increased by
34% or 8.3 million tons to approximately 33 million tons year-to-date. The reduction in LNG supply from curtailments
helped divert a storage crunch in late summer and position the market to start responding positively to the rebound in
gas and LNG demand, we are now seeing in many countries as we head towards the winter season.”

Enterprise (EPD) on its Hydrogen business: “We're easily the largest midstream player in generating consuming and
marketing hydrogen from processes in our petrochemical plants, specifically iBDH and PDH. We estimate that with the
completion of our second PDH facility in 2023, we will produce about 150 million cubic feet of hydrogen, something over
100 million of pure hydrogen. You -- we use all of the hydrogen we can in our plants, and we sell the rest into the
industrial gas market.

OptionsHawk Executive Summary and Top Picks

This is always a tricky group and not one I spend a lot of time investing as it lacks growth and more of a dividend
investor area, so I tend to stick to the same quality names each year, Magellan (MMP and PSX Partners (PSXP).
Enterprise (EPD) is another higher quality name with a big 8.7% yield and MPLX LP (MPLX) is another higher quality
name with stronger capital returns a top tier growth.

Refiner (Downstream) Components: PSX, MPC, VLO, HFC, UGP, CVI, VWV, PBF, DK, SUN, INT, PARR

Refining (Downstream in the oil & gas value chain) is where the primary industry raw material (crude oil such as WTI) is
processed into refined products (gasoline, jet fuel and fuel oil) and sold to the end user. Refined products are piped off to
storage via refined product pipelines where they are loaded to trucks and driven to points of sale (gas stations, airports).
Refineries are capital intensive, with high fixed costs and low variable costs. While the midstream industry is quite stable,
downstream is more volatile (but less so compared to upstream exploration & production).
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The refining group is one of the smaller ones and has always been one of the more correlated, the names tend to move
together in multi-day trend moves, and much of it is tied to the crack spreads, the price of selected finished products
minus the total barrels of crude needed to create those products. The crack spread benchmarks differ across various
regions, and I provided a useful table below. It is a group that is great to trade, but less alluring to invest with the ever-
changing margins leading to very inconsistent and volatile earnings. It is also a group where geographical presence is
important due to the differing prices from supply/demand in different regions of the US, and the World for that matter.
Every Wednesday the EIA releases oil demand and inventory data that can gauge US refined products demand, an
indicator worth paying attention to for trading this space. Another metric in refining is the Nelson Complexity Index,
which assigns a number to the complexity of a certain physical or chemical process, and scores the refinery on how much
crude can be run by those complex processes in relation to the facility’s overall processing capacity, the higher the
number the better. Cost efficiency is also extremely important in this group as the companies have little pricing control,
so refinery utilization is often a number observed as well as operational costs per barrel of produced product. Levered FCF
Margin and ROIC are two key metrics for this group as overall industry dynamics leave little room for income/revenue
growth, so cash flow generation is important.
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The industry is seeing a seismic shift with China set to surpass the US as the World’s top refiner with its demand for
plastics and fuel rising with a strong recovery while the US and Europe remain weak and also transition away from fossil
fuels over the long run. One of the key drivers of new projects is growing demand for the petrochemicals used to make
plastics. More than half of the refining capacity that comes on stream from 2019 to 2027 will be added in Asia and 70%
to 80% of this will be plastics-focused, according to industry consultant Wood Mackenzie. Adding to the pain of refiners in
the U.S. are regulations pushing for biofuels. That encouraged some refiners to repurpose their plants for producing
biofuels. New and expanding projects from the beginning of 2020 and up until the end of 2025 are estimated to add
about 13 million bpd of global capacity as Asian and Middle Eastern refiners complete scheduled expansions and new
builds. In 2020, Rystad Energy projects a net growth of approximately 400,000 barrels per day (bpd). As a result, global
refining capacity will be driven to 103 million bpd this year from 102.6 million bpd in 2019. With oil demand plunging in
2020, adjusted liquids demand will only reach 77.2 million bpd, causing utilization* to drop to a low of 75% for the year
from 83% in 2019. As oil demand grows from 2021 onwards, refinery capacity utilization will too, reaching 78% in 2021
and peaking at 80% in 2022 and 2023. From that point, oil demand growth rates will fall behind those of refinery capacity
additions and utilization will consequently fall and reach 77% in 2025.
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Valero (VLO) industry comments: “As we look ahead, we expect to see improvement in margins as product inventories
approach the normal 5-year range. U.S. gasoline inventory is already in the middle of the 5-year range. And although
distillate inventory is higher than the 5-year range, it's been trending downwards in recent weeks. Diesel demand should
continue to improve, supported by winter heating oil demand and harvest season. Fall refinery turnarounds, coupled with
recently announced and anticipated closures or conversions of less advantaged refineries, should also further balance

supply.”



OptionsHawk Executive Summary and Top Picks

Refiners continue to be hit hard by the pandemic with margin contraction from the weight of too much supply and
elevated inventory levels relative to demand. Globally, refined products consumption fell by almost 30% in Q1 and is
projected to be 91.9m bbl/day in 2020, down 8% year on year. Until there is a meaningful sign of demand recovery
which can lead to improving margins, the group is one to avoid. There has been a pick-up in road fuel demand but air
travel continues to be weak. OPEC forecasts global refining throughput at around 75mn b/d this year and 79.8mn b/d in
2021, compared with 81.9mn b/d in 2019. OPEC does not see refiner returning to pre-COVID levels until 2023.

PSX fairs the best under a weak refining outlook with earnings generated from other businesses (chemicals, midstream,
marketing). MPC sold its Speedway unit for $16.5B and now has optionality to reshape the company. VLO is more of a
refining pure play exposed to the refining macro, and a better play when there is more clarity on a demand recovery. Into
2021 Marathon Petro (MPC) is the most attractively valued with room for margin upside and optionality. Valvoline
(VVV) is another interesting name showing strong growth with Quick Lubes on an impressive streak of SSS growth.
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There are a limited number of ways to play the renewable energy group but for the most part we are looking at solar
energy providers and Alternative Energy Utilities. Another emerging group of stocks are battery makers and hydrogen
fuel. Solar has been a standout performer in 2020 with the Solar ETF up 145% making a strong move into the Election.
Within solar you have the parts suppliers for the panels as well as the distributed power providers, and Semiconductors
play a large role as well and will be covered later in this report. The two key legs supporting higher renewables
penetration and the unfolding energy transition away from fossil fuels and toward less CO2 emissions are: declining
renewable energy costs and strong policy support. In order for global CO2 emissions to decline 50% by 2040 from 2018
levels (as called for in the IEA Sustainable Development Scenario, which is the scenario most aligned with the ambitions
outlined in the Paris climate agreement) cumulative investments of $71 trillion or ~$3.4 trillion per year over the 2019-
2040 time period are required. This represents a meaningful step-up from the nearly $2 trillion annual pace of energy



investment from 2017-2019. Siemen’s Gamesa and Vestas Wind are two large foreign alternative energy names to follow
closely.

PV Solar Costs (in $/kwh) Onshore Wind Costs (in $/kwh) Offshore Wind Costs (in $/kwh)
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According to the IEA, renewable electricity generation is the world’s fastest growing source of electricity, with its share
increasing from 25% in 2018 to 30% by 2024 vs. a decline in coal’s share and a stable share for natural gas. Coal still has
the largest share of the power generation market in 2024 while hydro remains the largest source of renewable power
generation. Wind and PV solar power generation will double to 7% and 5% of global total electricity, respectively, by
2024. Based on IEA projections, wind and PV solar are expected to provide 24% (IEA Stated Policies Scenario) and 40%
(IEA Sustainable Development Scenario) of global electricity production by 2040. This is up from 7% (5% wind + 2% PV
solar) in 2018. According to the IEA, utility-scale PV solar capital costs are 75% lower than in 2010, while electricity from
onshore wind is ~25% cheaper today than it was ten years ago. Wind power has experienced tremendous growth with
global capacity rising from ~5 GW in 1995 to ~625 GW in 2019. According to the IEA, wind energy provided ~5% of
global electricity in 2018 and this is expected to reach 13% (IEA Stated Policies Scenario) to 21% (IEA Sustainable
Development Scenario) in 2040. According to the IEA, PV solar provided just 2% of global electricity in 2018 and is
expected to reach 11% (IEA Stated Policies Scenario) to 19% in 2040 (IEA Sustainable Development Scenario). The
growth is driven by lower costs and policy support. According to the IEA, solar PV generation costs are estimated to
decline by 15% to 35% for both utility-scale and distributed applications by 2024.

Compared to 2018 levels, cumulative solar PV capacity is expected to grow six fold by 2030, with a CAGR of nearly 9% up
to 2050
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Management Commentary:

Solar Edge (SEDG) on new products: “In our currently marketed products, we continue to see strong demand for our
storage-compatible inverters with approximately 6,500 Energy Hub inverters delivered this quarter in the U.S. and over
8,000 more storage-compatible inverters shipped to Europe and Australia. Our current global installed base of DC-coupled
residential storage system is about 50,000 systems installed all with third-party batteries. We believe that installers and
homeowners appreciate the benefits and maturity that comes with having 1 fully integrated solution that has proven itself
in multiyear scenarios of backup, self-consumption and that enables grid services. This, of course, leads to the timing of
the availability of our own residential battery. While we are still aiming for initial shipments this year, as previously
communicated, it is more likely that this will happen only in early 2021, pushing meaningful ramp-up and consequently
battery-related revenues to Q2 and Q3 of next year.”

SunRun (RUN) on market trends: “We expect improving net customer margins and accelerated growth to continue into
2021. Consumer desire for clean, affordable and resilient power is stronger than ever, with increased outages from
storms and wildfires, combined with more time spent at home. The U.S. is at early stages of significant innovation in
electrifying our buildings and transportation. Ongoing improvements in solar energy storage and electric vehicles are
leading to an enhanced value proposition. And solar plus batteries will affordably replace more of consumers energy
needs and together with EVs, will unlock virtual power plant revenue opportunities. Our Brightbox battery offering is now
available in all of our active markets. Sales attachment rates hit a record high this quarter, and installations grew more
than 45% compared to last year. We expect Brightbox installations to accelerate and grow over 100% next year. Our
efforts to develop grid services markets across the country are progressing well, and we expect to announce meaningful
virtual power plant contracts in the coming quarters.

Array Tech (ARRY) on tracker market: “The drive to decarbonized energy is only accelerating, and we are a direct
beneficiary of that transition. Solar with single-access trackers has proven to be one of the cleanest and lowest cost forms
of generation, and we see demand for trackers growing faster than the overall market for solar as customers convert
from fixed tilt. Moreover, customers are increasingly recognizing the superior reliability and durability of our tracking
system, and that is leading to market share gains for our products. These factors, combined with our strong order book,
give us confidence that we are very well positioned to have another year of substantial growth in 2021.”

OptionsHawk Executive Summary and Top Picks

This group is full of exciting growth names as alternative energy continues to grow and take share from fossil fuels but
there are a few I favor the most. Sunrun (RUN) is a residential solar name I have come to like with upside from its
Brightbox battery offering. Solar Edge (SEDG) has always been a favorite and slipped up late in 2020 but seems 2021
will see new product revenues start to kick in after COVID-related delays. A new name this year Array (ARRY) is real
intriguing and a nice “pick and shovel” way to play the solar growth trend. Daqo New Energy (DQ) is a high growth
Chinese momentum play with the polysilicon market thriving. Bloom Energy (BE) is the best name in the hot fuel cell
group with its Energy Server platform that has a massive market opportunity. Enviva (EVA) a nice small cap discovery in
2020 as a maker of utility-grade wood pellets displacing coal and has a large future opportunity. TPI Composites
(TPIC) continues to have scarcity value as one of the few plays on the strong growth in Wind energy. Renewable
Energy (REGI) is volatile but a great opportunity for disruption via biofuels.

per Components: ATR, AVY, BERY, BLL, CCK, GEF, GPK, MYE, OI, PKG, SEE, SLGN, SON, TG, TRS,

WRK, CLW, GLT, IP, MERC, NP, SWM, UFS, AMCR, MYE, PACK, UFPT, PTVE, MINI

The packaging-solutions (PS) sector consists of companies providing packaging material, equipment, services, and full-
fledged solutions. An important sector within industrials, packaging generates about $900B in annual revenues worldwide.
The industry is highly fragmented, with the top 25 to 30 companies accounting for under 25 percent of the market. The
packaging industry is typically broken into Rigid, Flexible, Paperboard, Plastic, Metals, Glass and Labels. Further, the
packaging equipment group is often divided into Primary (filling, capping, sealing), Secondary (wrapping, placement), and
Tertiary (case-packing, palletizing). For the stocks above, the breakdowns are as follows: Plastics: BERY, ATR, SEE;
Paperboard: GEF, GPK, IP, WRK, PKG, KS; Metals/Glass: BLL, CCK, OI, SLGN. Sonoco (SON) is a diverse player that does
not fit in one group and AVY mainly Labels. Among the many examples of P&C products are pharmaceutical pumps,
aerosol valves, plastic and polyethylene containers, metal cans, cardboard, glass bottles, storage and waste bags,
cushioning materials, giftwraps, and steel, fiber, and plastic drums. Flexible Packaging has been a strong growth trend in
the group and has been taking share from Rigid. Mondi and Smurfit Kappa are two foreign large players to follow while
Stora Enso is a leading provider of renewable solutions in packaging. Coveris and DS Smith are two other plays overseas.
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The global packaging industry is expected to reach $1.05B trillion in 2024, a steady 2.8% CAGR 2020-2024. The bulk
container packaging market was valued at $3.65B in 2019 and is expected to reach a value of $6.4B, by 2025, at a CAGR
of 9.87%, over the forecast period, 2020-2025. The global plastic container market size is predicted to reach $77.5B
billion by 2026, exhibiting a CAGR of 5.2% during the forecast period. The global rigid plastic packaging market size was
valued at $216.8B in 2018 and is projected to reach $340.4B by 2026, growing at a CAGR of 5.6% from 2019 to 2026.
The Paperboard Packaging Market size was $142.3B in 2019 and will grow at 3.5% CAGR between 2020 and 2026. The
global metal packaging market is expected to reach at a market size of $150.7B by 2025 at a CAGR of 3.36% during the
forecast period. The global glass packaging market was estimated at $56.6B in 2019, and it is expected to register a
CAGR of 4.39%, to reach $73.3B by 2025. The global labels market is expected to reach $51B by 2027 at a CAGR of 5%.
The Flexible Packaging market is seen growing to $269B by 2024 at a CAGR of 3.3%. Global urbanization has increased
the demand for flexible packaging along with e-commence and technological advancements in barrier protection, active
packaging and digital printing. The global sustainable packaging market size is expected to reach around $255B by 2026,
growing at a CAGR of 7% over the forecast period.

The industry is strongly tied to demands from consumer packaging, and raw material and energy costs play a key role.
There is a strong correlation with consumer confidence as an indicator of personal consumption to the packaging
industry. The seven success factors for companies in this sector are management of raw material inflation, reduction of
waste, effective capital expenditure, operation performance measurement, profitability management, innovation, and
supply chain management. Also, consumer shifts to online commerce has played a role in breaking out the winners and
losers of this group. Though key end markets are often considered to have defensive characteristics, the industry is not
immune to macroeconomic cycles. Consumer spending habits can have an impact on operating results. Cost control is
crucial to a company’s earnings performance. Importantly, the success of many players is heavily influenced by energy
prices. A good number of products utilize oil-based materials. Volatile petroleum-based material prices can make cost
management a challenge. Companies usually try to pass increased material costs on to customers. Containerboard is the
most notable exception from the packaging industries' low raw material integration. Global industry leaders' integration
level ranges from 60% long containerboard to 65% integration with an average of 120% integration (i.e. 20% net long
position). The high integration levels translate into higher industry earnings in times with high containerboard prices and
vice versa. Innovation is a significant driver and a key differentiator for success in the packaging market. Innovation is
about finding new solutions that, for example, improves protection of the packaged product, extends shelf-life, protects
brands while at the same time adds attractive design features that catches customers' attention. Packaging design and
innovation is also about improving the environmental footprint of packaging through development of lighter weight



packaging (less raw material, lower transport costs), increased reuse and recycling, and development of resealable
packaging solutions to reduce food waste.

Growth of e-commerce
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solutions
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Changing
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Back testing performance across the group leads to the conclusion that companies that can expand profit margins faster
than revenue growth have done the best, so clearly an industry to focus on margin/efficiency leaders. When assessing
the packaging market you can look both at the type of packaging used and the end-markets to determine areas of better
growth and stronger trends.

The containerboard group has recently outperformed on an improved pricing outlook ($50/ton raise in November), a key
factor for the group. There has also been a surge in box demand in 2H20 and the impact of several projects into Q2 2021
increasing capacity may limit further pricing gains.
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Economic growth, industrial production and consumer spending form the foundation for growth in packaging demand.
However, there are several factors driving demand such as retail developments and globalization, e-commerce, life-style
changes, demography, environmental and sustainability considerations. India and Africa are potential strong future
growth market opportunities.
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EV/EBITDA, Revenue Growth, EBITDA Margins, and Cash Flows are all important metrics to observe in this group.
EBITDA-Capex spread has been found to be a useful measure of performance of packaging companies. Working Capital
Metrics like days sales outstanding, says inventory outstanding, and says payable outstanding are also useful to assess

management.
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Management Commentary:

Mondi (MNDI:LN) on 10/15 Trading Statement " If I look then at the performance per business unit. In Corrugated
Packaging, we saw demand from e-commerce and consumer applications remaining strong. We also saw good recovery
in industrial end users from the lows of the second quarter. We achieved good volume growth overall in Corrugated
Solutions, measured both year-on-year and sequentially. Given the strong order position and normalized inventory levels,
we are currently in discussions with customers around price increases for the various containerboard trades.”

Amcor (AMCR) on sustainable packaging: “Momentum is building around innovations to deliver more sustainable
packaging, and we have a strong balance sheet and annual free cash flow of over $1 billion, which provides the capacity
to invest back in the business, to pursue growth opportunities and to maintain an attractive dividend. And we believe,
without question, the sustainability will be the biggest organic growth opportunity in the business over time. It's part of
our winning aspiration and our best opportunity to differentiate, and it's our best opportunity for competitive advantage,
and ultimately, to create shareholder value. We've developed a reasonably well informed perspective over the years on
the topic of sustainability, and we believe we're uniquely positioned to leverage our scale and resources to help address
growing consumer concerns about both climate change and waste, and we believe the best answer to addressing those
consumer needs and sustainability concerns is responsible packaging, by which we mean a system-based solution across
3 elements.”



Ball (BLL) on Aluminum packaging: “Aluminum packaging is winning. We've engaged in a longer-term planning horizon
and process. The global beverage can industry is expected to grow approximately 100 billion units by 2025 off of the
2019 base. Ball is well positioned in the largest markets in the world: North America, EMEA and South America. And our
specialty portfolio of -- is capable of producing upwards of 40 different cans and bottle sizes, resulting in the deepest,
broadest customer portfolio in the industry. In North America, over the next 5 years, we see greater than 4% to 6%
growth driven by package mix shift to cans and positive consumption patterns driven by sustainability and new category
introductions in beer, wine, water, hard seltzers and energy. Ball has certainly won in the spiked seltzer market, which is
cannibalizing, to a certain extent, wine and spirits. And our excitement about the water space and why we are still bullish
about the other categories the consumer hasn't seen yet hasn't been contemplated in the 4% to 6%, which is why the
plus sign.”

WestRock (WRK) on changing markets: “Demand for corrugated packaging, containerboard, food and beverage
consumer packaging is very strong. During the fiscal fourth quarter, corrugated box demand increased, and we shifted
containerboard tons from lower-margin export markets to serve our higher-value box and domestic consumers, moving
109,000 tons sequentially out of the export market. We're now selling every ton we can produce and inventories are
tight. During the recent September quarter, our packaging shipments were at record levels for both of our segments. The
momentum has continued into October. Our increase in daily box shipments in October was higher than industry
shipments that were reported this morning.”

Avery Dennison (AVY) on the RFID business: “Our next biggest business is Retail Branding and Information

Solutions. That's roughly 1/4 of the total company. This business provides branded products and information solutions,
largely focused on retail apparel, and here, we -- the biggest growth driver within the company is embedded largely
within RBIS, and that is RFID, Radio Frequency Identification. We are the market leader in providing UHF RFID

solutions. This is now a more than a $500 million business and the single-biggest growth driver within the company,
delivering 15% to 20% growth over the long term. So a lot of exciting things going on there. And our key focus is
continuing to leverage the advantages we have to continue to grow within the apparel market for RFID as well as we've
been seeding investments over the last couple of years to identify significant growth opportunities outside of apparel with
RFID as we build out our intelligent label platform.”

Sealed Air (SEE) on eCommerce: "The surge in e-commerce continues to create demand for our products and

services. Our solutions are designed to minimize waste, reduce carbon footprint, increase speed to pack, while at the
same time, drive to 0 harm and address labor scarcity. We are taking our digital printing capabilities to the next level by
enhancing our packaging materials, which is important for the at-home buying experience. We continue to shift our
portfolio to address the ever-changing needs of the e-commerce channel, which will be a key element of our protective
growth strategy. On the protective side, we're definitely seeing sustainability with our e-commerce boom, and how do we
make our products recyclable, sustainable. The recycled Bubble Wraps already coming out into our product lines. Our
mailers, not just the plastic mailers with the bubble but also paper. And our paper business is growing quite nicely, and
we expect more coming into 2021.”

OptionsHawk Executive Summary and Top Picks

Ball (BLL) is the largest name and the clear leader across most metrics as it is best positioned for the trend towards
Aluminum. Amcor (AMCR) screens well across the next tier of market caps and like its sustainable approach and
opportunity. Avery Dennison (AVY) has been a quality name and like the RFID opportunity but valuation needs to
come back in closer to 12X EBITDA. Aptar (APTR) is a high-quality operator that carries a premium valuation, but its
Pharma packaging business is attractive. Sealed Air (SEE) valuation is attractive, margins are expanding, and has a
good amount of ecommerce exposure. Pactiv (PTVE) came public in 2020 and a name I really like moving forward as a
pure play sustainable packing company and Ranpak (PACK) an even smaller discovery from 2020 as a play on
ecommerce growth. UFP Tech (UFPT) a micro-cap play that has an expanding medical technology angle while
aerospace/defense should recover and it is a margin leader.



Consumer Goods: It was an eventful year for the consumer goods sector in 2020 with the pandemic shifting
consumer behavior and accelerating multiple growth trends. It quickly separated the winners from the losers in the new
environment. The Auto & Truck markets were hit hard but also indications of a trough and starting to see positive
momentum into Q4 2020 while Electronic Vehicles (EV) continue to disrupt the massive market. Recreational Vehicles
(RV) saw a major demand surge as an ideal way to travel safely. The Food & Beverage industry saw a strong surge in at-
home demand while the restaurant industry saw demand plunge with closures. The work from home trend impacted
home & office goods while lockdowns resulted in pantry hoarding across household goods and personal care items. In
Apparel & Footwear we saw an acceleration of ecommerce and Direct-to-Consumer (DTC) impact business models.
Consumer spending allocations shifted away from travel and experiences back to goods, though may be temporary from
the boost given by stimulus checks and need to monitor consumer health via the employment market and consumer
sentiment, The outdoor recreation industry saw a surge in demand as people took greater interest in getting outdoors in
place of travel. One factor to watch in 2021 is many companies will start to face tough year-over-year comps which can
impact sentiment. The Millennial peak spending year theme remains in place for consumption trends across this sector.

Truck and Auto Related:

This group I compiled has a few industries wrapped under the same Truck & Auto theme, so we have Auto Dealerships,
Auto Manufacturers, Auto Parts, Recreational Vehicles, and lastly the Heavy Truck makers.

We can return to more traditional valuation metrics for this group like EV/EBITDA, P/E, and P/OCF while also taking into
account debt coverage ratios, inventory turnover, and operational efficiency ratios in a highlight competitive industry with
high capital expenditures such as gross margins, ROIC and ROE. Specific to the auto dealerships, same store sales trends
is an important metric.

Industry data is also very important in timing investments in this group with the cyclical nature of auto production levels,
so taking into account gasoline prices, consumer financial health, and overall state of the economy are a must.
Government regulations, such as CAFE mandates will require automakers to invest in technology to improve fuel
efficiency and reduce emissions, set to rise to 55mpg in 2025 from 38.6mpg in 2016. Safety features and connected car
are also top themes in this industry with Automaker becoming pseudo-tech companies. Autonomous vehicles is another
major theme that is set to change the automotive landscape. Clearly the industry suffered a major downturn with the
pandemic though Electric Vehicles (EV) saw continued growth and remains the overwhelming theme with legacy auto
providers losing market share and rightfully the stocks underperforming.

Automaker Components: F, FCAU, GM, HMC, NIO, RACE, TM, TSLA, TTM, LI, XPE

The Automobiles industry includes companies that manufacture passenger vehicles, light trucks, and motorcycles.
Industry players design, build, and sell automobiles that run on a range of traditional and alternative fuels. Auto makers
sell vehicles to dealers for consumer retail sales and directly to fleet customers, including car rental and leasing
companies, commercial fleet customers, and governments. While companies in the industry do not sell cars directly to
retail consumers, they are involved in the marketing and advertising of their products. Companies also provide
automotive financing services to and through dealerships. Automobile, light truck, and motorcycle manufacturers are
known as the original equipment manufacturers (OEMs). They buy parts from many suppliers to assemble a final product
for sale under their brand. Tier 1 suppliers are those that supply parts directly to OEMs, and therefore are most closely
connected to the OEMs. Tier 2 suppliers are those that provide inputs for Tier 1 suppliers, Tier 3 suppliers usually provide
inputs to Tier 2, and so on. The global automobiles manufacturing market is valued at about $2 trillion in revenues.
Purchases of auto parts and raw materials are the largest cost component, at 78.1 percent of revenue for cars and 72.8
percent for SUVs and light trucks. Wages, the second largest expense, accounted for just over six percent of revenue.
Due to growing demand from emerging markets and increasing fuel prices, the market is shifting towards smaller, lighter,
more fuel-efficient vehicles. Therefore, consumer preference and environmental regulations are driving demand for
alternative fuel and high-efficiency vehicles. Moreover, the amount of electronic content in vehicles is increasing.
Automobile manufacturers invest in research and development of ‘smarter’ vehicles that are also safer to drive.
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The automakers saw a sharp collapse in production during COVID but IHS forecasts that 3Q:20 global production only
declined 5% YoY, with Europe down 10%, North America flat YoY, and China up 9%. The legacy automakers have long
been seen as values but traditional metrics but overall a low growth, low margin industry without a lot of excitement for
investors. The main area for growth is Electric Vehicles (EV) where stocks have performed well as it continues to gain
market share. New US light vehicle sales fell 9% YoY in 3Q:20 for a SAAR of 15.4mm units, driven by ongoing economic
and consumer pressure as a result of the COVID-19 pandemic. However, it should be noted that demand has been
rebounding quite impressively since the trough of 8.6mm in April, reaching a more normallémm-+ SAAR in September.
Average US industry transaction prices rose 3.6% YoY in 3Q:20, aided by the ongoing improvement in mix. However,
incentive activity has accelerated materially in recent months, with average incentives up ~8.1% YoY in 3Q:20, reflecting
OEMs efforts to offset ongoing pressure on demand from COVID-19 and support volume in the short-term.
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Auto Parts Components: ADNT, ALV, APTV, AXL, BWA, CPS, DAN, FOXF, GNTX, JCI, LCII, LDL, LEA, MGA, MOD, SRI,

EN, THRM, XPEL, VC, VNE, WBC, CTB, DORM, GT, LKQ, ALSN, CVGI, MTOR, PLOW, SMP

The Auto Parts industry mostly supplies parts to companies in the Automobiles industry, also known as original equipment
manufacturers (OEM). The Auto Parts industry includes companies that manufacture and assemble a wide variety of
motor vehicle parts and accessories, including engine exhaust, alternative drivetrain and hybrid systems as well as
catalytic converters, aluminum wheels (rims), tires, rearview mirrors, and onboard electrical and electronic equipment.
The automobile manufacturing value chain business has a complex, highly fragmented supply chain that includes
procuring raw materials (such as steel, aluminum, plastics, and glass), forming and producing parts, and assembling parts
into finished products. The global auto parts manufacturing market is valued at approximately $1.1 trillion, with no more
than 15 percent reported as coming from a specific auto parts product. Tire manufacturing is the largest single segment
of the Auto Parts industry, with $165.6 billion in global revenues, followed by seating and trim manufacturing with $116.3
billion, and drivetrain components manufacturing with $112.1 billion. The number of vehicles in use, in addition to the
number of newly manufactured vehicles, is the main driver of demand in the Auto Parts industry. Periods of economic
downturn are characterized by longer vehicle lifespans, and therefore a greater demand for replacement parts. In times
of economic expansion, however, more vehicles are being manufactured and sold, which results in a higher demand for
auto parts from OEMs. In the U.S., auto parts suppliers generate only between four and seven percent of their revenue
from aftermarket sales, which cover replacement parts, while the majority of parts are sold to vehicle manufacturers.
However, sales to OEMs generate a much lower profit margin than sales of aftermarket parts. Globally, this picture is
different, with only 49.1 percent of sales revenues coming from OEMs, 27.3 percent from aftermarket sales, and 23.6
percent from exports. The industry’s capital intensity is very high and companies achieve competitive advantage by
investing in capital equipment. Cost of purchases, including raw materials, semi-finished products, and completed parts,
accounts for approximately 65 percent of the industry’s revenue. Therefore, volatile prices of commodities such as steel
have a strong impact on profit margins. Wages are the second highest portion of operating expenses for auto parts
manufacturers and account for 10 percent of revenue.

Global Automotive Market Overview
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The automotive aftermarket is undergoing dramatic changes with evolving customer expectations, acceleration of
technological innovation, and shifts in competitive power. Advanced driver-assistance systems, ridesharing, and electric
vehicles are driving change across the industry. With more than 95 million vehicles sold annually around the world and an
overall profit pool in excess of $1 trillion, the automotive industry represents a massive ecosystem that involves the raw
materials, industrial, technology, and consumer sectors. The most intriguing aspect of the automotive industry for active
managers, however, is the importance of being able to identify which parts of the value chain—original equipment
manufacturers, integrators, suppliers, and raw materials producers—will be gaining and losing profitability over the next



several decades, as well as the specific companies that are well positioned to capture that value. In terms of total miles
driven, ridesharing could be a tailwind to the global fleet size. According to research by the University of California Davis
Institute of Transportation Studies, ridesharing will likely contribute to an increase in the total number of miles driven in
major cities. The auto suppliers that are enabling automation, electrification, and connectivity trends should be viewed
beyond the transitory headwinds, as the industry faces mounting pressure to innovate and integrate new technologies.
Over the last five years, consumer interest has shifted from traditional vehicle traits such as speed and torque toward an
emphasis on technology, connectedness, and efficiency.

Component System $CPV ' % of Total Content | Market Size ($bn)* ; Qutsourcing {  Concentration : Growth
Engine $2605 | 184% | $2533 Low ; Low High
Body & Structural $2,530 ; 17.4% i $239.5 Low ; Low Medium
Electronics & Electrical $1,910 . 13.2% . $180.8 i Medium . Medium i High
Transmission $1,390 ; 9.6% i $131.6 : Low Medium ; High
Interior $1,330 i 9.2% i $125.9 i High Medium i Low
Axles, Driveshafis & Components $865 i 6.0% i $81.9 : Medium i Low i Low
Climate Control & Engine Cooling $720 ; 5.0% i $68.2 High i Medium Low
Suspension $500 . 3.4% i $47.3 i High . Medium i Medium
Braking $435 . 3.0% : $41.2 | High : High : Low
Steering $375 i 2.6% i $36.5 High : High Low
Fuel System $360 | 2.5% i $34.1 i High i Medium i Medium
Passenger Resfraints $355 i 2.4% . $33.6 | High . High i Low
Audio & Telematics $340 | 2.3% . $32.2 j High ; High ; Medium
Exhaust $300 | 2.1% | $28.4 i High | High i Low
Wheels & Tires $270 i 1.9% . $25.6 . High . High i Low
Body Glass $145 E 1.0% i $13.7 ; High i High é Low
Total $14,500 i 100.0% i $1,373 ; i i

Component System $ CPV Top 5 Suppliers

Engine $2,675 i{Continental iDenso iMahle {RobertBosch

Body & Structural $2,530 iFlex-N-Gate {Gestamp Aubmocion  {Hyundai Mobis iMagna

Electronics & Electical $1,910 {Continental {RobertBosch {Sumitomo Electic | Yazaki

Transmission $1,390 1JATCO {Magna iSchaeffer iZF Friedrichshafen
Interior $1,330 iFaurecia {Hyundai Mobis iLear i Toyota Boshoku
Axles, Driveshatts & Components $865 iDana {GKN iMagna iZF Friedrichshafen
Climate Confrol & Engine Cooling $720 iDenso iHanon Sy stems iMahle iValeo

Suspension $500 {Benteler iHy undai Mobis {Tenneco/Federal Mogu ;ZF Friedrichshafen
Braking $435 iBrembo iContinental iRabert Bosch 1ZF Friedrichshafen
Steering $375 iNexteer INSK iRobertBosch iZF Friedrichshafen
Fuel System $360 i{Kautex Textron iPlastic Omnium iRobertBosch {TIFluid Sy stems
Passenger Restaints §355 {Hyundai Mobis 1Joyson Safely Systems {Toyoda GoseiToka Rika}ZF Friedrichshafen
Audio & Telematics $340 i{Continenal {Panasonic iRobert Bosch iSamsung

Exhaust $300 {Eberspacher iFaurecia i{Futaba Industrial i TennecolF ederal Mogu
Wheels & Tires §210 {CITIC Dicastal {Confinental {Goody ear iMichelin

Body Glass $145 iFuyao Glass {Guardian iNippon SheetGlass  Saint-Gobain

Commercial Vehicle Components: HY, NAV, OSK, PCAR, FSS, REVG, SHYF, CMI, NKLA, WNC, WKH

Companies in this industry manufacture truck and bus chassis and assemble trucks, buses and other special-purpose
heavy-duty motor vehicles for highway use, such as firefighting trucks. The trucks manufactured by this industry are
heavy trucks used by freight companies and do not include passenger vehicles. The North America class 8 segment held
around 80% of the heavy-duty trucks market revenue share in 2019. High load carrying capacity and long-range traveling
capability will boost class 8 trucks demand.



Trucking is the lifeblood of the economy.
In the U.S., the economy depends on
trucks to deliver ten billion tons of virtually
every commodity consumed - 71% of all
the freight transported annually. 36 million
commercial trucks, including 3.7 million
heavy-duty trucks, move that freight. The
percentage of tonnage by mode is stable
over time.

The heavy-duty truck market is expected to reach $430B by 2026 at a 4% CAGR. The Europe hybrid electric truck market
valued at around $3B in 2019 and will observe growth rate of over 10% through 2026. The high market growth in the
hybrid electric segment will be driven by stringent emission norms established by governments.
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The North American Class 8 market is very cyclical and looks posed for a recovery in 2021 with estimates for a 17% rise
in sales driven by a replacement cycle, recovery in Macro (IP/GDP), and supportive trucker profitability. The typical
downturn lasts 15 months and should conclude at the end of 2020 after starting Fall 2019. Additionally, build rates lag
China M1 money supply growth by 16 months and this time-tested relationship is pointing to a major inflection next year.
Replacement cycle is a tailwind driven by strong correlation with new truck retail sales from15-17 years ago. Scrappage
will be higher in 2021 and continue to rise through 2022. This will drive replacement demand. Despite the economic
recession, surprisingly there has not been much of a downturn in freight over the past few months driven by the stimulus,
shift to Consumer-Packaged Goods, and redirect of consumption from services to goods. The Street expects to see a
higher order book because carriers tend to spend lots of free cash on trucks when profits are high.



EXHIBIT 32 This downturn is poised to end socon
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ACT recently upgraded its outlook for the commercial vehicle market noting “Low interest rates, millennial demographics
and urban escapes have supercharged residential investment, and we're also seeing the need for a period of business
inventory restocking that should benefit truck freight into mid-2021. By Q1 21, the current manufacturing cycle will hit a
nine-quarter downturn, suggesting a tightly coiled spring of pent-up demand, also good for freight and ultimately
commercial vehicle demand.” PCAR recently increased its forecast for truck markets in the US, Canada and Europe.

Four key trends across the commercial vehicle industry include newer logistics, electrification, autonomous and
digitalization. A number of the larger players are foreign and offer good insights throughout earnings season such as

Daimler AG, Volvo, Traton, and Dongfeng.
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Industry trends and respective impact Revenues Profits

Macroeconomic o, ol shifts - 36.6 - 3.2
environment
Market Price pressure -2.7 I -2.7 .
development
Industry consolidation 0 I 0.5
Emission regulation? I 11.7 -5.2 -16 . -3.9
EV cannibalization -19.1 . -0.9 I
Classic aftersales opportunities I 4.9 I 0.8
Operational Product cost optimization 0 I 1.1
efficiency : 0 t 29
Operational efficiency 0 l 1.8
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Recreational Vehicle Components: THO, WGO, CWH, NIU

An RV is a vehicle, which combines transportation and temporary living quarters for travel, recreation, and camping. The
RV industry is composed of two primary segments: Towables and Motorhomes. Towables make up the vast majority of
industry units (89% in 2019), while Motorhomes (11% of wholesale units in 2019) have seen a modestly higher growth
rate over the past ten years (13% CAGR vs. 9% for Towables).



Overall TTM RV Industry Shipment Growth
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The average “RVer” is 48 years old with a median income of $62,000. 39% have children living at home. The purchase
price of an RV can range from $15,000 for a small pop-up trailer to well over $500,000 for a Class A Motorhome. RV sales
are highly seasonal, with many dealers placing orders at large shows which occur in both Spring and Summer, making 2Q
and 3Q typically the strongest periods. The RV industry counts Consumer confidence as the biggest indicator of future
success; confident consumers are willing to make a large, luxury purchase such as an RV. Consumer confidence, as
measured by the University of Michigan’s Index of Consumer Confidence. The RV industry has seen rapid consolidation in
the past several years, largely by Thor, and today nearly 90% of market share is held by the top three industry players.

Overall North American RV Industry Market Share
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The RV industry saw a surge in demand in 2020 as the pandemic changed the way people travel. The Recreational
Vehicle Industry Association sees North American RV sales rising 4.5% in 2020, to 424,400 units. For 2021 they see
19.5% unit growth to 507,200 which would be the best year for the industry in its history. The global recreational vehicle
market size to reach $42B in 2020 and is projected to grow on account of the increasing demand for camping and
outdoor recreational activities in the millennial population, especially in the US. The global recreational vehicle market by
revenue is expected to grow at a CAGR of over 7% during the period 2019-2025. PATK, LCII are two names with strong
exposure as suppliers to the RV industry. The “work from anywhere” theme could prove to be a key growth driver for
years to come.
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600 RV Industry Unit Shipments
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The overall Power Sports market is estimated to reach $50B by 2026 at a 6% CAGR. The US motorcycle market is seen
rising to near $11B in 2025 at a 3.7% CAGR with Harley Davidson having ~ 47% market share. The global market is
much larger seen rising to $157B by 2026 at a 3.9% CAGR from $116B in 2018. The demand for motorcycles is directly
driven by the increasing middle-class population across the globe, which in turn is surging the demand for affordable
means of transport, such as motorcycles and scooters. The off-road vehicle market was valued at $19.5B in 2017 and
seen rising at a 5.5% CAGR through 2024 to around $23.5B. Rising discretionary spending in conjunction with the
improving economic conditions is increasing the participation in outdoor activities, expanding the U.S. off-road vehicle
(ORVs) market size. The recreational boating market reached $43B in 2019 and seen growing at a 5% CAGR through
2026 to around $63B. There are several international leaders in this space such as Honda, Suzuki, and Yamaha.
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Dealer Components: ABG, AN, CARG, CARS, CPRT, CRMT, CVNA, GPI, IAA, KAR, KMX, LAD, PAG, RBA, RUSHA, SAH,

SFT, ATHM, CANG, VRM

The franchised dealer industry is the largest retail business in the US, with over $1 trillion in annual revenue. The industry
is also highly fragmented, with private ownership accounting for 90%+ of the market. However, as large dealers
generate higher returns, industry consolidation has occurred over time, with the number of dealers down ~25% from the
early 2000s to 2019. The used vehicle retail market in the US is about three times the size of the new vehicle market in



unit terms, with an average of 40 million used vehicles sold per year over the last decade, compared to 15 million new
vehicles sold per year. The used market is also relatively more stable and less cyclical than the new vehicle market, and
even more fragmented, with the top 100 dealers accounting for <10% of total unit sales in 2019. These attractive
characteristics help differentiate the used market from new, with average gross margin percentages that are about 2-3x
that of new vehicles (average franchised dealer used vehicle gross margin of 11.3% vs. 5.5% for new).
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2019 Used Unit Vehicle Sales (000s)
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The dealer business tends to be cyclical, since its fortunes are tied to auto industry production levels, gasoline prices, the
financial health of the consumer, and the state of the domestic economy. Same Store Sales is an important metric for the
group, that’s because it measures growth at existing showrooms and stores, rather than from newly opened units. Comp
trends also provide meaningful insight to future earnings, since most auto-related companies, particularly dealer groups,
which operate on slim margins, maintain relatively high fixed-expense bases. Weakness in the new vehicle cycle has
caused the companies to think creatively and diversify with collision centers, branded parts, partnerships and expand
online. The group has a lot of moving parts with new vehicle sales, used vehicle sales, maintenance and parts. The group
also is most properly valued in a unique way, utilizing a “Blue Sky” approach. Blue Sky is the intrinsic value of an
automobile dealership, over and above the value of its tangible assets. It is sometimes equated to the goodwill of a car
dealership. Blue sky inherently refers to the “intangible” assets of the dealership, which can include such things as
location, assembled workforce, and the OEM agreement. The valuation of automobile dealerships can be more complex
than other valuations due to their unique financial statements, varying cost structures and profitability of departments,
different terminology, and hybrid valuation methods. It is a highly fragmented market with a long runway for value
accretive M&A. In evaluating the health of companies, we will look at Debt/EBITDA and Inventory Ratios, while on
valuation focus on P/E and EV/Revenues as an overly simplistic, but effective “apples to apples” view. M&A usually
translates to operating synergies that strengthen all aspects of dealership operations, they are generally perceived as
positive catalysts for dealers stocks, which implies further upside to dealer valuation.
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Franchised dealer gross margins (%): New vs. Used Used vehicle market share by unit sales - 2019
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Public dealers’ New vehicle gross profit per unit performance Public dealers’ New vehicle gross margin performance
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Fortunately for the dealers, selling and servicing cars is more consistently profitable than making cars/parts for cars.
Dealers are able to respond to cyclical declines in new vehicle sales and broader economic downturns by cutting
expenses, such as floorplan financing, advertising, and payroll, as well as leverage the more profitable used vehicle and
parts & service verticals, which benefit from late-cycle dynamics. The used vehicle and Parts & Service segments have
remained strong in recent years, due mostly to favorable fleet dynamics (peak off-lease volumes and growth in US fleet),
and are now becoming even more critical for the dealers as a source of growth and ballast to earnings pressure from
falling new vehicle sales/margins. As such, the dealers have placed an increased focus on these businesses, with some of
them taking more extreme actions, including standalone used vehicle stores and online retail initiatives. The resounding
near-term theme is that the dealer model remains remarkably resilient to fluctuations in the new vehicle sales cycle given
its diversified profit mix of new and used vehicles, finance & insurance, parts & services, and other, new strategic
initiatives, not to mention extremely flexible cost structure (SG&A >50% variable). In response to the pressure on sales
from the COVID-19 pandemic, the dealers responded with a number of cost cutting initiatives, ultimately resulting in
leaner, more efficient cost structures. The shift to more online sales could materially change the dynamics of auto retail,
allowing dealers to expand their geographic reach on a relatively smaller asset (and labor) base, thereby improving
productivity and throughput per store. Ultimately, with more consumers moving their buying habits online, the dealers’
digital sales channel should be a key avenue of opportunity as the public dealers’ relative scale and national footprint
make it easier for them to market vehicles online. Forecasts call for online sales accounting for 20% of transactions in
2030 from just 1% in 2019.

Customer Value Proposition and Business Model Scorecard
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Management Commentary:

Tesla (TSLA) on margin expansion: * On automotive gross margin, including regulatory credits, it increased

materially from 18.7% to 23.7%, with some of our programs achieving greater than 25% gross margin. Keep in mind
that inefficiencies related to factory shutdowns affected our margins in Q2. We continue to reduce our manufacturing and
operational costs. We are also seeing benefits from the ongoing upward trend of locally built and delivered cars, which
has increased from under 50% at the beginning of last year to over 70% most recently, which is a core component of our
cost reduction strategy. We are also seeing financial benefits from improved vehicle reliability across the fleet.”

General Motors (GM) on its EV future: “Since then, you've watched us do everything it takes to capitalize on the
enormous EV market opportunity ahead. We are leveraging our iconic brands, technological innovations, design,
engineering and manufacturing expertise and our scale in a way that is changing how customers and investors view our
company. The all-electric future we are building at General Motors integrates all things we do best, so we can put
everyone in an EV, generate profitable growth and create shareholder value. We are pivoting to a growth strategy and a
zero emissions future from a position of strength. The drivers behind our profitable ICE business translate to EVs and will
help us build on our momentum and grow profitably. Along with our dedicated EV organization, our integrated strategy is
a competitive advantage for GM. Given our scale, we'll realize $2 billion in cost efficiencies alone in shared engineering,
manufacturing, marketing and corporate cost. *

Aptiv (APTV) on high-voltage growth: "We'll have about $500 million in high-voltage revenue this year. That's growing
at a 40% CAGR this year, and we expect that to continue through 2022. So we've got some fairly significant growth
assumptions in there around high voltage. Certainly seeing positive opportunities, and again, the potential for this to
continue. Content can average anywhere from 2 to 3x over an internal combustion engine. And one of the things for
Aptiv that's important to know is we have very little decremental content as you move from internal combustion engine to
a -- to either a hybrid or a full BEV, meaning we lose very little content. There's usually somewhere around $150 of -- on
average, content around electrification or basically the electrical distribution system that connects to the internal
combustion engine. That goes away, obviously, as you get to full BEV, but it's more than made up for -- with the
additional content. High-voltage product line as a system is also a more margin-rich system, just given that it tends to
have a significantly more connector content than a typical low voltage system. A low voltage system would be sort of
70% cabling, 30% connector, a high-voltage system is 50-50. So we wind up about -- with a stronger margin mix there.”

LKQ Corp. (LKQ) on collision market: "Now in North America, from a long-term planning perspective, the key dynamic
really revolved around ADAS technology and how it would impact our collision business in the long term. And our analysis
confirms that, despite the growth in ADAS, the collision market tailwinds will continue to outweigh the collision market
headwinds for years to come. Now on the tailwind side of the equation, we have a lot going for us. We have a moderately
increasing car park, continued parts proliferation because of vehicle complexity, parts inflation as well as an increasing
mix of high-value, higher-tech parts moving through the park. Taken together, parts inflation and parts proliferation will
ensure that the parts cost per repairable claim will continue to climb over the next decade. There's also a number of other
factors, things such as increases in distracted driving and the propensity of consumers that disable their ADAS technology
on their vehicles, that are harder to quantify.”

Brunswick (BC) on Boat inventories: “Our premium boat brands remain market leaders in their categories and our value
brands offered attractive entry points to new and returning former boaters. The surge in retail demand resulted in
historically low pipeline inventory levels with only 14 weeks of inventory on hand or 48% fewer boats in dealer inventory
at the end of the third quarter 2020 versus the end of the third quarter 2019. As a result, most of our brands have all
production slots sold through the 2021 model year, and our Sea Ray and Boston Whaler brands have production slots
sold out into the 2022 model year. Freedom Boat Club continues to outperform our expectations as evidenced by its
growth to 244 locations and almost 36,500 memberships company-wide, with over 3,000 new memberships added in the
third quarter alone.”

Polaris (PII) on Zero Motorcycles: “I have probably opined enough on the partnership with Zero Motorcycles, but
knowing the product plans and the opportunity we have to both disrupt the industry and earn our next $1 billion in
electric vehicle sales significantly more quickly and enjoyably than the first, it is worth highlighting again this morning.”

CarMax (KMX) on its omnichannel rollout: “The powerful integration of our online and in person experiences give us the
largest addressable market within the used car industry. Along with the ability to buy online, customers are also seeking
experienced guidance along the way. We are uniquely capable of providing this help whenever and wherever the
customers want with our centralized CECs, experienced floor sales consultants and personalized e-commerce capabilities.



Buying a used car is still a highly considered and complex purchase. Customers don't want to be forced to interact 100%
in-store or 100% online. Our competitive advantage is giving customers the option to seamlessly do as much or as little
online and in-person as they want. While omni is now rolled out nationwide, it is still early in its evolution, and we will
continue to make enhancements to meet and exceed our customers' current and future needs.”

Copart (CPRT) on accidence frequency business drier: “As for the other important drivers of our business, accident
frequency, conventional wisdom has held that accident frequency is positively correlated with miles driven because
congestion contributes to accident frequency. During the pandemic, we continue to see evidence that in some scenarios
anyway, the opposite is true. One industry source has indicated substantial double-digit increases in speeding, phone
usage and hard breaking. With our roads less crowded, speeding and distracted driving have both increased, contributing
to increased accident frequency per miles driven. And then, of course, on total loss frequency and accident severity,
which we have emphasized as the most important long-term driver of our business, the long-term trend of rising total
loss frequency has very much continued during the pandemic. There are some indications that it may have accelerated
during the pandemic, in part due to the high returns we are generating at auction.”

Carvana (CVNA) on TAM: “And I think maybe, lastly, thinking about the TAM, this is an interesting market where it is
usually, in most cases, a market defined by production and then consumption of that output. This market is -- there's
270-million-plus vehicles in the U.S. economy. And based on the average ownership cycle, which is about 6 to 7 years,
people are transacting, that creates that 40 million used vehicles. So if people have a lower cost of ownership, faster
time-to-build positive equity,and lower switching costs in terms of time, money and frustration, I think there's lots of
signs that people would transact on a faster basis. And you have the opportunity to have x percent of customers but 1.2,
1.3, 1.5x transactions.”

OptionsHawk Executive Summary and Top Picks

The automotive group has seen strong performances in 2020 after a sharp slowdown in 1H20 has seen the start of a
strong recovery in 2H20. Clearly the major theme here is the push to Electric Vehicles (EV) where penetration remains in
the early stages and has a 10+ year strong growth outlook. Tesla (TSLA) remains the clear leader and already hitting
key inflection points on profitability making it my favored EV play to the Chinese names while also having ample growth
opportunities in batteries and autonomous. It was a top pick for 2020 and much of the consensus still cannot
comprehend the growth opportunity and its brand supremacy. Ferrari (RACE) has long been my top Auto play with its
margin leadership and strong FCF, and it remains attractive across all metrics though at a premium valuation. GM (GM)
is the value play with upside optionality in EV and likely to emerge as a serious winner and change the growth profile of
the company, and therefore re-rate its multiple.

In automotive parts the key is to be exposed to the stronger trends in auto with vehicle content gains and prefer names
with a tech-focused approach. Aptiv (APTV) remains a clear favorite and carries an elevated valuation for its tech focus
in safety and positioning in EV. In the next tier off market caps Borg Warner (BWA) stands out with strong FCF, high
ROIC, sustained growth through a tough cycle, and less margin contraction. Gentex (GNTX) is an attractive margin
leader entering growth inflection positioned for digital content opportunities with its key opportunities and seeing
increased penetration rates and carries a premium multiple. There are several small cap growth plays with Fox Factory
(FOXF) and XPEL (XPEL) two long time favorites that continue to execute well. Allison (ALSN) is a well-run leader in
automatic transmissions with industry leading margins, ROIC and FCF. LCI Industries (LCII) a high-quality niche play
as a supplier to the RV industry, so likely faces tough comps in 2021. Cooper Tires (CTB) a pure value hame at 5X
EBITDA with healthy financials. Gentherm (THRM) a strong FCF/ROIC/Margin combination with leadership in climate-
control seating also screen attractive to peers.

In commercial vehicles Cummins (CMI) is the best-in-class name though exposure across other industrial verticals. Two
small caps, Federal Signal (FSS) and Shyft (SHYF) also stand out as winners in this group, the former a leader in last-
mile delivery and walk-in vans is a good play on ecommerce strength.

In Recreational Vehicles and Power Sports, for the latter Brunswick (BC) the preferred name trading cheap with high
margins to peers, an impressive ROIC near 20% and solid balance sheet. BRP (DOOO) is a more speculative but high
growth small cap and Malibu Boats (MBUU) my top small cap. In RV’s I favor Winnebago (WGO) as the top
operator. RVIA estimates total North American shipments in 2021 will likely be 507,200 units, a 19.5% increase over the
likely estimated unit shipments for 2020. This figure would represent the best annual total on measurable record for the
RV industry, eclipsing the 504,600 units shipped in 2017. Towable RV shipments are anticipated to reach 452,500 units in



2021, a 17.9% increase over anticipated 2020 shipments. Motorhome shipments are projected to finish at 54,700 units in
2021, a 35.1% increase over anticipated 2020 shipments.

The dealer group remains extremely attractive from a business fundamentals perspective and is entering a new era of
profitability while also embarking on strong growth initiatives organically and via M&A. Carvana (CVNA) is a clear
growth leader in a disruptive trend in a massive industry and despite sky-high valuation it should continue to thrive.
Copart (CPRT) is a fantastic high margin, high ROIC business that carries a premium multiple but remains favored with
impressive margin expansion. Autohome (ATHM) does not receive enough attention for its impressive position in the
Chinese market. Richie Brothers (RBA) has grown into a $7B market cap and remains one of my favorite names in the
market with its digital strength and large opportunity in used equipment. Lithia (LAD) remains the preferred own in the
more traditional fragmented dealership business and also has optionality with its Driveway launch. America’s Car-Mart
(CRMT) is the small cap favorite here at attractive valuation.

Food, Beverage, & Cigarettes
Staples 'real retail sales value growth in USD (2018-23E)
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Beverage Components: Alcoholic: BFB, BUD, CCU, DEO, SAM, STZ, TAP. Non-Alcoholic: CCEP, FIZZ, FMX, KDP, KO,

MNST, PEP, PRMW, CELH

We initially break this group down into the Brewer/Spirits names and the non-alcoholic beverage names. Recently there
has been some crossover with alcoholic beverage hames moving into non-alcoholic and vice-versa.

The Non-Alcoholic Beverages industry produces and bottles a range of beverages, including carbonated soft drinks, teas,
juices, bottled water, and coffee. Large companies in this industry operate globally and generate a significant amount of
their revenue outside the U.S. In the U.S, ready-to-drink tea and juice production generates more than $21B in annual
revenue, followed by soft drinks, with $20.4B; at-home coffee production, with $11.1B; and bottled water, with more
than $8.5B. The primary buyers of various juice and soft drink beverages are grocery stores, convenience stores and gas
stations, and vending machine operators. The global soft drink segment is largely concentrated; the top U.S.-
headquartered companies, the Coca-Cola Company, Pepsi Co., and Dr Pepper Shapple Group, maintain around 48, 20,
and 4 percent of the industry market share, respectively. The purchase of raw materials represents the single largest
expense for non-alcoholic beverage companies. For example, soft drink manufacturers spend 62.6 percent of their
revenue on purchasing raw materials like sugar, high fructose corn syrup, flavorings, and packaging. In terms of
packaging, rigid place (especially PET) are the top choice in beverage packing for sports drinks (100%), bottled water
(93%), RTD tea (64%), and juice (54%), while metal packaging is the top choice for carbonates/sparkling (65%) and
Energy (99%). Glass is the top pick for RTD coffee (58%). In hot drinks, flexible packaging is top for hot coffee (44%),
and paperboard for hot tea (89%) and other hot drinks (11%).

Total US beverage volume share (non-alc + alc), 2019 Total US beverage (non alc + alc) dollar share, 2019
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Source: Euromonitor, all channels Source: Euromonitor, all channels
Total volume 2015 2016 2017 2018 2019 CAGR Total § 2015 2016 2017 2018 2019 CAGR
Alcoholic Drinks 1.1% 0.1% 0.2% 0.2% 0.8% 0.3%JAlcoholic Drinks 3.0% 3.1% 2.4% 3.1% 3.8% 3.1%
Beer 0.8% -0.5% -0.7% -1.2% 0.7% -0.5%| Beer 24% 1.2% 0.9% 0.6% 1.0% 1.2%
Cider 9.4% 1.7% -54% 8.7% -5.5% -0.4%] Cider 9.4% -2.7% -25% 10.2% -4 4% 1.8%
RTD alc (incl seltzers) -0.8% 5.3% 26% 15.7% 34.1% 10.7%| RTD alc (incl seltzers) -0.1% 4.0% 1.1% 11.3% 24.7% 7.8%
Spirits 2.2% 2.7% 26% 2.0% 2.7% 2.5%| Spirits 34% 5.3% 5.2% 6.5% 6.9% 54%
Wine 1.9% 2.4% 1.1% 0.7% 0.7% 1.4%]| Wine 3.8% 4.3% 1.9% 1.9% 22% 2.8%
LRBs 2.2% 2.0% 1.0% 1.2% 1.2% 1.5%|LRBs 3.9% 25% 1.7% 2.5% 29% 2.7%
Bottled water 8.0% 6.4% 4.9% 3.7% 3.6% 5.3%| Bottled water 8.5% 6.0% 3.5% 4.3% 39% 52%
Carbonates -1.4% -0.7% -0.6% -0.8% -0.8% -0.9%]| Carbonates 1.1% 0.8% 1.4% 1.8% 2.0% 1.4%
Concentrates Concentrates
Juice -2.8% -1.8% -2.8% -1.5% -2.3% -2.2%] Juice 0.2% 0.1% -1.3% -1.3% 0.2% 0.5%
RTD coffee 15.4% 13.3% 8.4% 7.8% 8.7% 10.7%| RTD coffee 19.2% 12.1% 11.5% 8.9% 10.0% 12.3%
RTD tea 6.4% 4.7% 2.4% 1.5% 0.9% 3.2%| RTD tea 9.0% 6.7% 4.7% 3.3% 2.7% 5.3%
Energy drinks 7.6% 2.3% 3.7% 7.3% 7.8% 5.7%| Energy drinks 8.0% 2.2% 34% 6.7% 7.8% 56%
Sports drinks 6.0% 3.7% -5.1% 1.8% 3.8% 1.9%| Sports drinks 75% 4.9% -3.5% 3.6% 5.8% 36%

Source: Euromonitor

Financial analysis of the Non-Alcoholic Beverages industry focuses on volumes of product sold, operating margins, and
projected growth in volume.



In 2019, retail dollars reached $454.5B, +3.4%. US LRBs (liquid refreshment beverages or non-alcoholic beverages)
volume expanded +1.1%, with stronger growth for take home (+1.3%) than foodservice (+0.8%). In value terms, RTD
coffee (+10.0%), Energy Drinks (+7.8%), and Sports Drinks (+5.0%) posted the strongest YoY value gains. Carbonated
drinks were +2.0% underscoring the continued stabilization in that segment.

Top bottled water manufacturers (volume share) in combined
take-home and foodservice (2019)
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Ongoing trends include consumers trending towards healthier choices with low-sugar and low-calorie offerings while
caffeine demand continues to rise. Soft drink makers have also been diversifying portfolios into higher growth segments
such as alternative water and energy drinks. As with the recent of the consumer goods industry, private labels are also
taking market share across beverage segments. M&A has seen some tuck-in deals, most notably with Pepsi buying
Rockstar Energy for $3.85B.

Underlying op. margin trends %
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The global alcoholic-beverages market is expected to grow from $515.2 billion in 2019 to $528.5 billion in 2020 at a
compound annual growth rate (CAGR) of 2.6%. The Alcoholic Drinks market has witnessed a secular decline in volume
sales in developed markets while demand in emerging markets is still growing and Asia a big driver of the growth.



Revenue Revenue Growth
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Alcohol is responsible for 16.5% of total beverage volume. The alcoholic beverage market is over 80% attributed to malt
beverages with wine and spirits products splitting the remaining 20%. Distilled spirits make up around 7% of the sales of
alcoholic beverages. The largest sub-category of spirits is vodka with 34% of cases sold, followed by whiskey with 24%
and miscellaneous specialty spirits at 12%. Wines make up around 11% of the alcoholic beverage market.
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The growing demand for premium alcoholic beverages is one of the primary drivers for this market. Efforts by alcoholic
beverage manufacturers for strengthening distribution channels and extension of purchase channels, such as online
stores, and convenience stores, is also contributing substantially to the growth of the global alcoholic beverages

market. Hard Seltzer has been the hot product in 2020 that has been a major growth contributor. Hard seltzer retail sales
between 2018 and 2019 tripled in size and were equivalent to 4.2% of total beer retail sales in 2019. In addition,
throughout the past three years White Claw continued to dominate the hard seltzer category as it reached 58% of total
hard seltzer retail sales in 2019. With 80% of the hard seltzer market share held by Mark Anthony and Boston Beer
(SAM), the big three US beer companies (ABI, TAP and STZ) need to move fast into this segment of the beer category to
shore up market share. Over the last 15 years, brands in higher price tiers have consistently grown volume faster than
those in lower price tiers. Consumers are buying a broader range of premium products, including no- and lower-alcohol
drinks, that reflect their diet and lifestyle choices and their interest in natural ingredients and craft production. Consumers
who drink alcohol are increasingly choosing spirits over beer and wine. This is a long-term trend. In markets where spirits
is a less mature category, mainstream spirits brands can offer quality and affordability. In more mature markets, premium
core and Reserve brands offer choice and new experiences. When it comes to beverage alcohol, consumers are ‘drinking
better, not more’ — increasingly choosing brands and categories that stand out for superior quality, authenticity and taste.
This premiumization trend is supported by product innovation and fueled by higher levels of prosperity and disposable
income, coupled with a greater desire to explore new experiences, ingredients and serves for social occasions. Sales
channels are another important aspect as out-of-home channels were hit hard from lockdowns and unlikely to see a full
recovery in that channel for a few years while a growth opportunity exists in online sales and delivery. Online shopping
for alcohol is still low compared to other retail categories, but it is a fast-growing channel. Consumers are increasingly
using the internet to discover and learn about brands and products, where previously they might have done so in venues
and while out socializing.

CONSUMER-LED PREMIUMIZATION DRIVING GROWTH
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There are several large foreign plays to monitor in this group such as Diageo, Heineken, Pernod Ricard, Carlsberg, Remy
Cointreau and Royal Unibrew.

Shr of mkt Aug vols YTD vols TTM vols
Diageo 14.9% 0.8% 5.2% 3.9%
Sazerac company 10.9% -0.6% 5.6% 6.5%
Beam Suntory 10.1% -3.4% 1.9% 1.2%
Heaven Hill 9.1% -4.9% 2.4% 2.0%
Permod Ricard USA 59% 5.3% 5.9% 4.0%
Bacardi USA 5.8% 7.9% 8.3% 5.8%
Fifth Generation Inc 4.8% 4.8% 15.7% 16.7%
Brown Forman 4.5% -1.2% 5.4% 5.4%
Sazerac North America 4.4% -6.0% -1.1% 1.0%
Proximo Spirits 4.1% 14.9% 25.7% 20.8%
Constellation Brands 2.3% -7.8% 4. 7% 4.9%
CATEGORY 1.8% 6.9% 5.9%

Source: NABCA (reported wolumes)



NIELSEN & NABCA VALUE TRENDS
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Food Components: BGS, FRPT, BYND, TTCF, CAG, CPB, GIS, HAIN, HRL, INGR, K, KHC, LANC, LW, MKC, NOMD, POST,

SJM, SMPL, THS, UNFI, FLO, HSY, MDLZ, TR, TWNK, FARM, BRBR, JJSF, UTZ, STKL, SENEA, LSH

Overall retail value of food and beverage sales across the world in 2018 reached $2.43 trillion, up from $2.27 trillion in
2013. Based on an expected forecast CAGR of 2.1%, the industry is projected to reach $2.73 trillion in 2023.
Confectionery, Snacks & Ready-to-eat is among the largest categories within Packaged Food, reaching a global market
size of $548.8 billion in 2018, with a CAGR of 1.5% for the 2013 to 2018 period. It is expected to reach $601.3 billion by
2023, with a CAGR of 2.4% over 2018 to 2023. Biscuits is a $99B market, Chocolate $107B, Candy $63B and Gum $21B.

The food industry can be broken down into Snacks, Confectionary & Ready to Eat, Grains & Cereals, Premium/Gourmet,
Ingredients, Meat & Poultry, Dairy, Seafood, and Fats/Qils though many of the larger companies have exposure to
multiple categories. While brick & mortar grocery retailers continue to be the primary channel for packaged food sales,
there has been an immersion of e-commerce players penetrating the F&B market. Online retailing is set to be the most
dynamic channel globally leading up to 2023, driven by millennial and Gen Z consumers, who are making fewer grocery
trips in favor of online shopping platforms.
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Main challenge

Volatile commodity prices 20.20%

Higher regulatory control & production costs 13.90%

Growing competition from Private Label products 13.70%

Adapting to new retail and distribution models
Demand for traceability and sourcing
transparency

Negative publicity of processed foods and
beverages

Increased demand for ethically-farmed
ingredients

Slow product innovation cycles
Technology/Automation integrations

Growing sustainable production pressures

The free-from movement

Consolidations and vertical integrations
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Food companies have reacted to the dynamic operating environment by investing in e-commerce and digital marketing,
reshaping the mix of their portfolios, and adjusting their supply chain footprints. Consumer distrust of big food brands,
declining barriers to entry, and the loss of negotiating power to big retailer customers make this a very tepid growth
sector (maybe 1-2%). The top 20 food and beverage companies have lost share very year since 2011, mostly to
contemporary start-up brands such as KIND, Chobani, SkinnyPop, and Beyond Burger. Consumer preferences have
shifted toward organic and “real food" options with simpler ingredients. A large percentage of “Real Food” advocates are
Millennials who intrinsically distrust mainstream legacy brands with mysterious ingredients. Rather than investing in high
growth, high risk projects to defend their turf, the food companies spent about two years (2015-2017) employing
aggressive cost-cutting methods to try to create shareholder value. Starting in late 2017, big food companies began to
recognize that they had cut back too far and needed to initiate reinvestment plans to reverse the cost-cutting, restore
their reputation as category leaders, and regain negotiating power.

There is a strong correlation in the consumer staples sector between forward P/E multiples and organic revenue growth
rates.
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Source: Nielsen xAQC plus C. Data as of 11/2019. We maintain the same 20 companies since 2011 for the purpose of this analysis and combine Conagra and Pinnacle.



Global Food Sales by Category
2018/2023 £
7,000,000

6,000,000 5.5%

5,000,000 5.0%
4,000,000 45%

3,000,000
4.0%

2,000,000
3.5%

1,000,000
o 3.0%

2018 2019 2020 2021 2022 2023

Sales (US$ million)

m Ready Meals and Soup 2.5%
m Edible Oils, Sauces, Dressings, and Sweet Spreads

m Snacks 2.0%
= Dairy Products and Alternatives 2008 2009 2010 2011 2012 2013 2014 2015 2016
= Staple Foods

= Consumer Foodservice B Organic Food Market Share === Growth (%)

Packaged Snacks Category $ Growth 2019-2022!

5.7%

2017 2018

+$100B

+4-5% |
2019-22 CAGR ' +$50B

| 4%+

2019-22 CAGR
3%+

2019-22 CAGR

Total Packaged Snacks ' MDLZ Core Categories & Predominantly
Close-In Adjacencies’ Well-being Categories®
Market Size:  ~$700B ~$410B ~$100B

Food Services/Distributors: SYY, ARMK, USFD, PFGC, CORE, CHEF, SPTN

The US foodservice distribution channel is a roughly $310B market according to Technomic. Over the last decade US
foodservice distribution has grown at a roughly 3.3% CAGR benefitting from favorable macro tailwinds as well as cultural
and demographic shifts that have changed the way Americans consume food. As a result of increasing urbanization, a rise
in single-person households and more dual-income families, lifestyles have become busier, requiring more convenient
foods and precipitating a greater reliance on the foodservice channel. A food service distributor is a company that
provides food and non-food products to restaurants, cafeterias, industrial caterers, hospitals and nursing homes. It is a
fragmented market with the top three players accounting for 1/3 of the market. Sodexo (SW:FP) is a large international

player as is Compass (CPG:LN).
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4.2% vs. 3.8% CAGR Foodservice distribution: a $310B+ industry
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The industry likely has a long recovery path with sports and education likely to return to the previous peak but working
from home may be a permanent headwind to Business & Industry markets. Caterers have limited influence over volume
but some over price, cost and market share. Economic models have been more flexible than expected: contracts have
been renegotiated with the majority of clients; cost savings are emerging; new operating models trialed; and our unit
economics model highlights the contribution from price/menu composition.

REGIONAL REVENUE BY SECTOR
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With industry leading tech & capabilities, experienced sales teams & solid balance sheet/liquidity profiles, the public food
distributors are in a good position to win new business from smaller regional distributors & suppliers that are starting to

face challenges with inventory availability/reliability. In addition to organic share gains, scaled distributors are in a good

position to capitalize on M&A, which should ramp into '21 & 22.
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obacco/Cannabis: PM, MO, BTI, VGR, TPB, UVV, ACB, CGC, HEXO, TLRY, CRON

The most recent estimates for the legal global tobacco market indicate that sales are worth approximately $814B. More
than $700B of this comes from the sale of conventional cigarettes, with over 5,300 billion cigarettes consumed per year
by over 19% of the world’s population. A contributing factor to the decline of legal tobacco volumes is the continued rise
in the consumption of illicit products. The THP and vapor markets are relatively nascent. Imperial Brands and Japan
Tobacco are two large foreign plays along with British Tobacco.

Industry revenue +25% over past 10yrs Price more than offsets volume
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USA Industry
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While combustible cigarettes remain the largest global tobacco category, their volumes have seen a gradual fall over
many years driven by increased regulation and changing societal attitudes. Total tobacco consumption, including illicit,
declined 2% from 2018 to 2019; this decline rate is forecasted to remain between 2%-3% over the next three years,
while the retail value of tobacco sales is expected to increase by between 2%-4% each year, driven principally by pricing.
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Management Commentary:

Pepsi (PEP) on its innovation levers: “So to your question on the future, I think we're going to continue to double down
on what I think has driven the success, which is very good innovation, right? So if you think about all our Zero innovation,
it's doing very well. Gatorade Zero, massive innovation; Mountain Dew Zero is doing very well and starting to bring new
consumers into the franchise, younger consumers that we had not been very successful with, so we feel good about

that. Pepsi Zero growing very nicely. Then obviously bubly continues to do very well. The energy portfolio gives us much
more scale in the convenience channel, which was a -- some sort of a weakness for us. And so we're improving in that
channel. If you see the market share in convenience stores in the summer, great progress. So we're happy with how



we're doing in that respect. So we'll continue with the playbook. It's working for us. Now we have 1 more set of tools in
our arsenal with this energy portfolio. We're happy with the way Gatorade is working. We're seeing a lot of more people
exercising. It's a good trend. We like it, that people are exercising at home. People are embracing daily routines of
exercising. That helps the sports drink category and obviously Gatorade as a leader in that category.”

Monster (MNST) on sales trends: “Now e-commerce, club store, mass merchandiser and grocery related business
continued to increase in the quarter, while our food service on-premise business, which is a small channel for the
company, remained challenged. According to the Nielsen report for the 13 weeks through October 24, 2020, all outlets
combined, namely convenience, grocery, drug, mass merchandisers, sales in dollars in the energy drink category,
including energy shots, increased by 10.6% versus the same period a year ago. According to Stackline, which tracks
energy drink sales by Amazon, in the United States, for the 4-week period ending October 17, 2020, sales in dollars in the
energy category by Amazon, including energy shots, increased 157.5% over the same period the previous year.”

Constellation (STZ) on Corona Hard Seltzer: "We continue to be thrilled with the performance of Corona Hard

Seltzer. Despite launching this new brand in the midst of a pandemic, which presented us with -- prevented us from
engaging in a number of the activities conducive to introducing a new brand, Corona Hard Seltzer has become one of the
most successful new product launches in our company's history. Corona Hard Seltzer is the second fastest moving hard
seltzer for those seltzer brands with significant distribution and velocity and remains strong as we continue to pick up
distribution. Our expectations for the hard seltzer category growth are extremely high, and our intention is to become a
top 3 player in the hard seltzer market as we believe there's a natural and compelling connect between what the Corona
Brand stands for and what consumers want in a seltzer, refreshing great taste hint the flavor and ours at 0 carbs, 0
sugars and only 90 calories.”

Mondelez (MDLZ) on digital efforts: “"We see multiple instances of significant e-commerce share gains this year such as
U.S. biscuit and U.K. chocolate. Importantly, we believe e-commerce is driving incrementality as we look to meet and
generate additional demand. This is also additive to our bottom line, with profitability comparable to our offline business.
Building on our existing trends, we are making substantial investments to take this business to the next level. This
includes our increased investments in more digital working media, data-driven engagement and improved online shopping
site, ensuring we have the right path and the right price with the packs and bundles and testing new platforms to explore
incremental opportunities in eB2B and direct to consumers.”

Kellogg (K) on using analytics and its brand strength: “Our enhanced data and analytics give us the ability to target the
right consumer and occasion with the right messaging for that consumer and occasion, and we're seeing the results. So
we're executing well in North America cereal. Our North America frozen foods categories didn't decelerate as much as
cereal and snacks during quarter 3, and as a result, we continue to deliver high single-digit organic net sales growth. And
that is despite capacity constraints and declines in away-from-home channels as well as the phasing out of certain
noncore product lines. Our core businesses are performing very well. In U.S. retail channels, our Eggo brand grew
consumption by almost 13% in the quarter, with strong growth in waffles, French toast and pancakes and continuing to
gain share. Our Morningstar Farms brand grew consumption by nearly 18%, trailing the frozen veg/vegan category's
exceptional growth as we ran up against our capacity.”

ARAMARK (ARMK) on Uniforms business: “Uniforms has emerged as a particularly high-demand business with
meaningful opportunities ahead. Rentals experienced improving trends in addition to increased client interest in adjacency
services, including PP&E. The team remains committed to implement value-enhancing strategies that include increasing
our sales resources. We added 150 new members to the sales force just over the past year, with plans to add an
additional 100 in fiscal '21; expanding adjacency services, particularly in safety and sanitization; and fully integrating our
efficient ABS route accounting system. Over the course of the quarter, we converted additional markets and expect the
remaining operations to largely be on this platform by later this year, creating efficiencies through optimized pricing
strategies, enhanced data analytics and improved service capabilities.”

Sysco (SYY) on business wins: “Importantly, we added $300 million in net new business in the first quarter, which totals
more than $1.3 billion of new national business since the start of the pandemic. In addition to these wins at the national
level, we are winning new customers at the local level at an accelerated rate compared to prior year due to an increased
focus on prospecting new customers across our sales force. At Sysco, we have the sales force strength and supply chain
capacity to continue winning new business at both the national and local level. These customer wins will enable Sysco to
recover faster than the overall market as economic conditions improve. This is evidenced by our current share gains in
the overall marketplace. Most importantly, we are leveraging the crisis to transform our company.”



OptionsHawk Executive Summary and Top Picks

In the Beverage category the focus needs to be on growth markets such as Energy, Water, and Hard Seltzer as well as
premium alcoholic brands. Monster (MNST) remains a top operator and pureplay on the strong Energy market and
among the other big three non-alcoholic beverage names Keurig Dr. Pepper (KDP) screens well versus peers trading
at a cheaper multiple, showing stronger margin expansion, and strong FCF. Celsius (CELH) was a great small cap
discovery in early 2020 though shares have moved to an extended level, still a growth story to track. On the Alcoholic
side of things Constellation (STZ) is the high margin play with strong FCF while Boston Beer (SAM) the hard seltzer
leader with a strong history of ROIC and carries a premium multiple.

In Food the same approach is required with Snacks a stronger segment and Mondelez (MDLZ) a long-time best-in-class
operator outperforming across its categories and gaining market share. Many of the names will have to lap tough comps
in 2021 after the stay at home demand surge in 2020 so it is best to avoid being distracted by 2020 numbers and look
more to the historically strong operators. McCormick (MKC) is another favorite with its spice & seasonings niche and
recently did a deal expanding its leadership in the hot sauce category. JM Smucker (SIM) stands out across the mid-
cap names trading at a cheap multiple to peers while screening well across other key metrics and having attractive pet
and coffee businesses as well as impressive ecommerce growth. Freshpet (FRPT) is in a class of its own in terms of
growth and likely a M&A candidate but already reflected in valuation and a low margin business, so tough to like it at this
level. Nomad (NOMD) is a favorite high margin name just under a $5B market cap. There are several attractive small
caps in this category with newcomer Utz (UTZ) and Simply Good Foods (SMPL) showing strong growth and attractive
financials.

The Food Distribution category is a small group but contains some strong businesses in a highly fragmented market set to
rebound from a sharp disruption from the pandemic, though it is a low growth and low margin industry. US Foods
(USFD) screens most attractive on valuation relative to peers with similar other metrics, though Performance Food
(PFGC) has long been the favored growth name.

In Tobacco I struggle to find much attractiveness in the industry and small cap Turning Point (TPB) likely the most
interesting story with smokeless tobacco growth. In Cannabis I continue to avoid the speculative names and see
SMG/IIPR as better ways to have exposure to the growth trend.

Home/Office Related Goods Components: HELE, IRBT, NPK, NWL, TUP, WHR, YETI, LEG, LZB, SNBR, TPX, HNI,

KBAL, KNL, MLHR, SCS, ACCO, EBF, XRX, LOVE, HBB, PRP

This is a bit of a hodgepodge group with the main division being between home goods and office goods. We have the
kitchenware and appliances names like TUP, YETI, HELE, WHR, IRBT, HBB, NPK, NWL; then we have the
mattress/furniture names TPX, SNBR, PRPL, LOVE, LZB; lastly the office furniture/supply plays LEG, KBAL, KNL, MLHR,
HNI, SCS, XRX, EBF, ACCO.

The kitchen appliances market size was valued at $237.3B in 2019 and is expected to reach $377.7B by 2027, registering
a CAGR of 6.0% from 2020 to 2027. Stove, refrigerator, and dishwasher are some of the major devices used in the
kitchen. These appliances also comprise blenders, food processors, and coffee makers, usually designed for countertops.
Other than product type these are often divided into commercial and household for use application. A few large foreign
players include Electrolux, Bosch-Siemens, LG Electronics and Haier.

U.S. shipments, quarterly unit comparison y-o-vy
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The global bedroom furniture market size was valued at $220B in 2019 and is expected to grow at a compound

annual growth rate (CAGR) of 4.5% from 2020 to 2027. The global mattress market size was valued at $27.5B billion in
2018 and is expected to expand with a CAGR of 6.7% from 2019 to 2025. One of the key trends in the mattress market is
the increasing inclination of people toward customized mattresses.

U.S. Bedding Market Overview
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In 2019, the office furniture industry exceeds the value of $58B. With a CAGR of 5.7% during 2020-2025, the global
office furniture market is projected to reach $81B by 2025. In 2019, office furniture accounted for around 15.9% of global
furniture market. The global office furniture market is segmented into product type by seating, workstation, tables,
storage units and accessories. The top ten office furniture manufacturers account for around one-third of global office
furniture business. The industry faces some pressure from a work-from-home push but seeing increased demand for
modular/flexible furniture, antiviral surfaces, and collaboration rooms.
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Household & Personal Care) Components: COTY, EL, ELF, HLF, IPAR, NUS, REV, CHD, CL, CLX, EPC, KMB,
MED, NTCO, PBH, PG, PRGO, SPB, UL, UN, USNA, WW, SBH

The global HPC industry generated $1.1 trillion in sales in 2018 and grew at a relatively robust +5.2% y/y. The four key
sectors within HPC all grew, with Beauty & Personal Care (45% of industry sales) +5.6%, reflecting consumption
tailwinds and premiumization in its largest category, skincare (+7.5%). Consumer Health (24% of HPC) grew 5.0%,
Tissue & Hygiene (16%) +4.3%, and Home Care (14%) +5.1%. The HPC sector has nearly doubled over the past 15
years, growing at a 4.7% CAGR since 2004. Margins in the HPC space vary meaningfully depending on a number of
factors, including exposure to commodities, international markets, business mix, market share dominance, and level of
spending efficiency, amongst other dynamics. Most of the markets are very fragmented leaving room for market share
gains with advertising being a main point of emphasis to drive market share gains.
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The top growth trends in consumer personal care are Male Grooming, Food for Skin Products, Natural/Organic Products,
and Hand-Crafted Products. As Millennials assume greater wallet share, their preferences increasingly dictate innovation,
driving a shift across many categories toward convenience or natural alternatives (e.g., eco-friendly diapers,
paraben/phthalate-free personal care, single-dose laundry pods, cleaning wipes vs sprays). Moreover, technology
advancements allow lower barriers to entry and broader reach, enabling direct-to-consumer brands to gain share (i.e., in
razors, pet food) and heightening the need to deliver on-trend, convenient and frequent innovation. The primary driving
force to the global personal care market is rising disposable income. Private label (PL) penetration varies markedly across
sectors and geographies. For example, private label is most prevalent in the Tissue & Hygiene sector (14% share globally



for PL) and least so in Beauty & Personal Care (3% global share). While only 9% of HPC sales, e-commerce is growing
rapidly, +16% y/y in 2018, with all regions growing at double-digit rates. The HPC companies are also having to adapt to
the digital age, a leader like PG has seen digital as a % of media spending rise to 42% this year from 8% in 2007.
Among the fastest-growing categories are skin care +7.5% y/y (with facial care +7.6% y/y and body care +6.2% y/y)
and baby products +6.4% y/y

L'Oreal, Henkel, Reckitt Benckiser, Beiersdorf and Essity are a few foreign large players in this category.

Apparel & Footwear Components: CLAR, COLM, CROX, DECK, GIL, KTB, LULU, NKE, SHOO, SKX, UAA, VFC, CRI,

GIII, HBI, LEVI, OXM, CPRI, GOOS, TPR, PVH, RL, WW

The Apparel Industry consists of companies that design and sell clothing, footwear and accessories. The industry has
been transforming the last few years combatting weakening store traffic at physical locations and launching Direct-to-
Consumer (DTC) which has been enhancing margins. Excess retail capacity, e-commerce, promotional activity, and shifts
in advertising budgets have all played a role in recent years. Disruption at department stores has made US sales growth
for apparel brands more challenging and volatile. Brands that are best positioned are those that are in high-demand by
consumers with strong sell-out trends, and have company specific drivers, such as new category or distribution
opportunities.

The global textile market size was valued at $960B billion in 2019 and is estimated to exhibit a CAGR of 4.3% from 2020
to 2027 owing to the increased demand for apparels, especially in developing countries such as China, India, Mexico, and
Bangladesh. The global footwear market size was valued at $365.5B in 2020 and is estimated to reach $530.3B by 2027
with a CAGR of 5.5% from 2020 to 2027. Rising per capita income, favorable demographics and a shift in preference to
branded products is projected to drive the demand for the market. The global activewear industry is expected to reach
nearly $547B by 2024, seen growing at an 11% CAGR 2020-2024.

F018 U.S. Market Growth 1 U.S. Per Capita Consumption * (units)
2-year CAGR

0.8%

L SENED NS 2 INNNE NN - NEED 0 EEES L B 6

T 1

. S e i - T

Actvenwear Total Apparel 2010 2011 2012 2013 2014 2015 2016 2017 2018

Total Global Activewear Market 2: $200B

Strong Stabiie-Girowtly Catégory - Heavily Branded

5-year CAGR

France®’ Australia/NZ *

g9% 3% o | 91%  90%

3% 3%

| 27% 27%
1% 9 9% 10%
. ket \ ‘ . .y :
B&M Online 2013 2018 2013 2018 2013 2018

2018
Branded Private Labe]]

Total Global Innerwear Market: $175B




Consumer trends are continuously changing including a smaller emphasis on personal consumption expenditures with a
shift to experiences. Younger consumers continue to reshape the retail landscape. Gen Z and young Millennials consider
quality the primary factor when buying apparel; older consumers still focus on value. Stores remain an important channel,
but online penetration continues to rise. According to aggregated BAC debit and credit card data, the percentage of
clothing sales purchased online continues to grow, most recently at 28.5%, up from 27% last year and 24.9% two years
ago. BAML with an interesting survey recently noting “Our survey work indicates that despite years of negative store
traffic trends, consumers still prefer to shop for apparel in stores as 44% of respondents said they do most of their
shopping in stores compared to 23% saying they make purchases online. If you include the respondents that said they
search online but also purchase in stores (20%), the percentage increases to 64%."”
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Evaluation of this group uses basic metrics like P/E and P/S, and also have to pay close attention to margins and
inventories. The group can mostly be divided into Athletic Apparel, Luxury/Handbags, Footwear & Accessories and Work
Apparel. The global apparel industry is segmented by type of apparel mainly into women’s wear, men’s wear and kid’s
wear. Women's wear has long been the largest segment of the apparel market by type for decades, contributing over
55.7% of the global apparel market revenue every year. The men’s wear market is expected to be the fastest-growing
segment going forward at a CAGR of 16.4% over the next five years. A few key foreign names include Kering, LVMH,
H&M, Fast Retailing, Christian Dior, Inditex, Hermes, Puma, Anta, ASICS, Moncler, Burberry, Boss, and Adidas.

A risk to this group is the surge in freight costs, the Shanghai Containerized Freight Index (SCFI), a proxy for ocean
freight rates for product coming from China, has accelerated to an all-time high price:

SCFI Index Prices
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Consumer Electronic Components: ENR, AAPL, SONO, UEIC, CAJ, SNE, GPRO, HMI, GRMN

This is another mix and match group I may eventually redistribute to other groups but a focus on consumer electronics.
There is not much industry analysis to be done here with a diverse group that covers Phones, Batteries, Wearables, Audio
Equipment, Gaming Systems, Cameras, Printers, and Smart-Home Products. Consumer electronics cover all the electronic
devices most often used for entertainment communications and office work. Smartphones, personal computers, tablets,
laptops, notebooks, radios, digital cameras, televisions, MP3 players, audio equipment, calculators, camcorders and
personal care devices and gaming consoles are some of the major consumer electronics devices. The consumer
electronics market is generally divided into TV, Radio & Multimedia, TV Peripheral, Drones, Phones and Computing. There
are several large foreign players like Samsung, LG Electronics, Nikon, Philips, and Panasonic.

The consumer electronics market size was valued at $1 trillion in 2019 and is estimated to grow at a CAGR of over 7%
between 2020 and 2026.The global wearable technology market size was valued at $32.6B in 2019 and is projected to
expand at a compound annual growth rate (CAGR) of 15.9% from 2020 to 2027. The smartphone market was valued at
$715B in 2019 and is expected to reach $1352B by 2025, at a CAGR of 11.2% over the forecast period 2020 — 2025. The
global market for Consumer Batteries is projected to reach $50B billion by 2025, driven by the growing indispensability of
batteries in the digital era of laptops, smartphones, tablets, smart electronic wearables and digital cameras. The home
audio equipment market is expected to be valued at $22.5B in 2020 and a forward CAGR of 5%. The global gaming
console market is expected to reach $52B in 2027 from $34.2B in 2019, a 5.3% CAGR. The global digital photography
market is expected to reach $49B by 2031 from $41.9B in 2016, a CAGR of 3.1%. The global printing is forecast to reach
$821B by 2022, driven by growth in packaging and labels, rather than graphic applications, and digital rather than
analogue printing. The global inkjet printer market valued at $34.25B in 2019 and expected to grow at a 5.3% CAGR
2020 to 2027. Smart-Home product revenues are seen reaching $25.5B in 2020 with a forward CAGR forecast at 15.8%
as household penetration of 32% is expected to reach 57% by 2025.

Global market for non-AV
residential smart home devices [ 4168
Source: ABI Research, Q4 2019
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Sporting Goods & Toy Components: AOUT, VSTO, RGR, SWBI, AAXN, ELY, GOLF, POOL, FNKO, MAT, HAS, PTON,

The final grouping consists mostly of consumer products focused on sporting/exercise & outdoor activities as well as the
toymakers. The fitness equipment market was valued at $12B in 2019 and seen growing at a 4% CAGR through 2026.
The global sporting goods market is seen rising at a 4% CAGR through 2025 to a size of $89B. The global toy market is
estimates at $22.1B in 2019 and forecasted to grow at a 1.4% CAGR through 2025. The Ammunition industry is an
estimated $20B market growing to $30B by 2027 while Firearms (Sporting Guns) a $1.8B market seen reaching $2.1B in
2027 at a 2.5% CAGR. The Pools & Outdoor Living market size is estimated at $12B.
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Management Commentary:

Whirlpool (WHR) on home trends: “"And we see that now across the entire home, that people are starting to invest in
home upgrades, people are rethinking the purpose of the home because they know we spend more time over an
extended time period. So we do start seeing structurally positive trends for the home. Or to put it even in another way,
you have structural positive demand trends, coupled with high disposable income and low mortgage rate. If you put these
2 factors together, you have a very, very healthy mix, which kind of, again, gives us confidence beyond this quarter. And
there's a reason why some people start referring to the golden age of housing because there is a lot of positive trends
coming together, and we do not see restructured demand trends and refocus on home and nesting going away short
term.”

Newell (NWL) on online penetration: “"During the third quarter, online penetration as a percent of net sales was 21%
versus 16% last year. Year-to-date, e-commerce penetration sales was also 21%, almost double year-to-date 2018
levels. Penetration improved meaningfully across our portfolio with the most noticeable acceleration in Home Fragrance,
where it nearly doubled the year today. Our promise in e-commerce is further evidenced by the fact that our online sales
have grown about 40%, 40%, folks, in third quarter and year-to-date. We also continued to gain market share in the



third quarter in many of our segments across Amazon. More recently in October, we achieved excellent double-digit
growth on Prime Day. Our e-commerce team is doing an outstanding job in capitalizing on and leveraging evolving
consumer behavior.”

Helen of Troy (HELE) on strength in Air Purifiers and Water Filters: “Air purification has also been a very hot category.
U.S. sales for our Honeywell air purifiers grew strongly during the quarter. The key drivers were increasing concerns
around COVID, especially as indoor season approaches for many households as well as institutions such as restaurants,
schools and universities. Our air purifier sales were further aided by heightened media attention highlighting the potential
health benefits of using an air purifier during the pandemic. We also saw an early start to the wildfire season this year.
Finding air quality from wildfires can also compound concerns around COVID-19 as more people are confined to enclosed
spaces and polluted air can create risk of airway damage and respiratory infection. The surge in air purifier demand has
been much stronger than we expected, straining our supply chain. We have responded quickly with a 50% increase in air
purifier supply becoming operational by the end of next month. Our PUR products are benefiting from an increasing trend
of single-use plastic bottle bans around the world as mindsets shift towards more sustainable purchase and usage habits.
Propelled by these trends and increases in supply and in distribution, syndicated data shows that PUR's growth has
outpaced the growth of the category, resulting in market share gains for PUR's U.S. devices and replacement filters in
brick-and-mortar.”

Yeti (YETI) on the International expansion: “Overall, international grew 165% to reach 7% of sales, the highest mix
YETI has registered to date. The biggest factor in the growth was the reopening of our Canadian wholesale, which
delivered significant year-over-year growth this quarter. Importantly, the D2C side of the Canadian business, including
both e-commerce and corporate sales, also registered exponential growth during the period. While Canada still drives the
majority of our current international business, we continue to be highly encouraged with demand we see in other
markets. Australia showed more than a threefold increase in both the wholesale and e-commerce businesses due to the
extraordinary performance and execution of our Australian team. As we hit the 1-year mark in our U.K. and Europe
expansion, we're seeing this business build larger each quarter, and we continue to see a meaningful opportunity to drive
performance as retail reopens. We remain highly focused on building the brand internationally in a thoughtful manner,
while developing the infrastructure to support smart, sustainable growth.”

La-Z-Boy (LZB) on surging demand: “With the surge in product demand, our challenge has been to ramp up capacity at
all plants and expand our overall production capacity. Our current backlog for the La-Z-Boy branded business is 5x what it
was at the end of Q2 last year, and we are quoting lead times of 16 to 26 weeks depending on product category, which
also include an estimate of the delivery time to the ultimate customer.”

Estee Lauder (EL) on a game-changer in shopping habits: “So what we see is that people buy online. Maybe in the
future when the store will be open, we believe that omnichannel will be very strong. And so people will use both brick-
and-mortar and online, obviously. But the amount of partners online will stay higher and, particularly, will stay higher in
our estimate in the mature group of consumers, which are very important for us, very important for beauty. So this is a
sustainable trend and a sustainable acceleration. The second thing, which is happening, which is very important, is
historically our high-touch services of advice or the service of customization of the survey of trying the products was
exclusively done in stores. And then online, at the beginning, was mainly a convenience buying opportunity of what you
already knew. Shopping was in brick-and-mortar, buying was online. This has changed forever. Now there is shopping in
brick-and-mortar, and there is shopping online. And what I mean with that is that the high-touch services of
customization of advice of recommendation are now super present online, and the consumer really are catered to this
service like never before. So we spoke in our prepared remarks about the availability of chats with consultants, the
availability of virtual try-on, the availability of live streaming opportunities, all this is increasing. And the engagement of
consumer online is increasing. We mentioned that we have 13 million presence on virtual try-on versus only few millions
in the past.”

Colgate (CL) on its pet brand Hill’s and innovation: “Hill's once again delivered stellar results, with double-digit net and
organic sales growth led by the U.S., Europe, Australia and Canada. Higher consumer demand in e-commerce continues
to be a significant driver of growth, although brick-and-mortar growth in the U.S. improved sequentially in the third
quarter as foot traffic increased. Hill's continues to benefit from increased brand support, which is driving higher brand
awareness and market share gains on our wellness products. The vet channel remains subdued due to COVID headwinds,
but Prescription Diet sales growth was robust, given the shift to e-commerce. We need to become less reliant on line
extensions and by pursuing innovations that really build incremental category growth and market share gains, which is
ultimately vital for us to continue to drive gross margin. And we see incredible opportunities, quite frankly, across the



mega trends all over the world that we're seeing on the ground. Naturals' sustainability to give an example, the
urbanization that we're seeing in the big markets, aging population in developed markets, or younger population and per
capita consumption opportunities in developing countries. And clearly, the rapid growth and channel focus that we have
as we've seen channel expansions, particularly in e-commerce and pharmacy for us.”

Medifast (MED) on its innovative/differentiated business: “From an investment standpoint, we're an innovator that's
differentiated, that is science-based and ties products and programs together. We're in a large growing market
opportunity. If you go back and look and see whether the country is getting more healthy or less healthy, that number of
people who are obese and overweight and who feel unhealthy continues to grow. Now over 2/3 of Americans are either
obese or overweight. Scalable, coach-based, direct-to-consumer model. We're attractive and highly predictable business
model, and we will talk about how we grow and how that happens. We generate significant free cash flow. And we have
a very attractive capital allocation strategy, which means that we don't require a lot of capital to grow. And a
demonstrated track record that shows that there's a lot of room for future growth. We don't have a selling network. The
coaching service is offered as part of a program. We have clients and certified coaches. A traditional direct seller has
distributors/sales agents and wholesale buyers. We are client service -- we provide client service and community building,
long-term sustainable growth, holistic health and wellness programs, lifestyle transformation focus. And lastly, and this is
an important one, our coaches do not buy inventory and they don't handle transactions. All of that operational element
and all the products are shipped directly to the end consumer. So we know who they are, where they live, how much
they purchase, which turns out to be a significant advantage for us, but also, as I mentioned, a key differentiator for us
as a company.”

VF Corp (VFC) on changing consumer habits: “Consumers are prioritizing purchases that align with their values. Our
research shows that over 2/3 of Millennials and Gen-Z have changed their purchasing habits due to climate change. And
by 2027, we believe this generation will account for 2/3 of apparel and footwear revenue in the U.S. The combination of
our exposure to large, growing addressable markets as well as our brand's purpose-led positioning give the VF portfolio a
unique opportunity to thrive in this evolving consumer environment.”

Nike (NKE) on strength of Jordan brand: “"We've talked a lot from a consumer focus, too, that apparel is just a massive
opportunity for us. And when you think about that right now, I just talked about the definition of sport. And that's a
changing, and that's an opportunity. There's a big spotlight on athlete during COVID right now, and that's an opportunity
for us. And when you just think about working out from home, working from home, from a Zoom to NIKE Training Club
and back, that's an opportunity for us. We've also got some great proof points in Q1 from an apparel perspective. We
grew our apparel business 100% on digital commerce in Q1. And we're also proud to share that with the combination of
NIKE Jordan -- the Jordan brand, rather, that team is very focused on apparel growth. And NIKE apparel, together, we
assumed the #1 position in market share in apparel and the super competitive, as we all know, in U.S. And then speaking
of Jordan, I would just say another consumer-focused obsession of growth for us. And that business is rapidly

growing. The growth is skyrocketing, even over the COVID period in Q1, all 4 geographies grew AJ1, our Air Jordan 1,
which is one of our top franchises, grew 53%. And as our SNKRS App and the Jordan team together delivered even in
this time 2 record-breaking product launches.”

Decker (DECK) on expanding the UGG brand: “Fluff is the paramount example of the progress UGG is making to attract
a diverse set of consumers with a broad array of product options. The Fluff Yeah remained the brand's top-selling style
from both the total peers' perspective as well as in terms of wholesale sell-through. But the UGG team has also done a
fantastic job building around the Fluff Yeah with complementary product that is providing incremental growth. New
introductions during the quarter included the Disco Slide and Fluffita, which were both among the top 10 styles purchased
by customers aged 18 to 34 years old. While Fluff product may have been the primary attraction to the brand for 18 to
34-year olds, we're excited by how many of these customers who bought Fluff also purchased the recently launched
Classic Clear Mini. Since its release, over 60% of the Classic Clear Mini purchases online have been made by 18 to 34-
year olds. This multi-category purchase activity from younger consumers speaks well to the brand's ability to capture
share of closet with fashion-minded consumers.”

Capri (CPRI) on Versace and Jimmy Choo acquisitions: “So we think that we have acquired 2 incredible luxury names,
first being the Versace name; and second, being the Jimmy Choo name. And one of the great things about the Versace
acquisition is not only does it give us really the single biggest growth opportunity in this company, in a space that is
continuing to grow, this year it will not grow, but historically, has continued to grow is that -- it also gives us a very
strong exposure to the men's business, which is not an area that the company has had a significant amount of exposure
to. It also deepens our trajectory in China with both Versace and Jimmy Choo. And as you know, luxury growth in that



market has been very robust prior to the pandemic and post the pandemic. And one of the great things that we believe
over the next few years is that Versace and Jimmy Choo will account for north of 1/3 of our revenues. And in terms of
profitability, approximately 1/3 of our profitability.”

Croc’s (CROX) on its marketing and brand strength: “I'm pleased to share that this best-in-class marketing is translating
into results. In our own 2020 brand survey, which measures participants' views about the Crocs brand globally, results
were up double digits for each of our key metrics: brand desirability, brand relevance and brand consideration. We have
now averaged double-digit growth across these same metrics for the past 4 years. Another indicator of brand strength is
Piper Sandler's fall 2020, Taking Stock With Teens survey where the Crocs brand remained in the top 10 footwear brands
preferred by teens in the U.S. In summary, our brand has never been stronger, and the brand strength has further
increased through the pandemic. I'm confident that the Crocs brand will continue to drive accelerated growth this year
and beyond.”

Garmin (GRMN) on more fitness opportunities: "Revenue increased 35%, driven by strong demand for advanced
wearables and cycling products. During the quarter, we launched the new Forerunner 745, expanding the features
offered in our mid-tier multisport product range. We also launched Clipboard, an app that facilitates team training and
performance monitoring using Garmin devices. In the advanced wellness category, we launched the Venu Sq, an entry-
level smart watch that combines daily wear style with industry-leading activity tracking and health monitoring features.
Looking forward, we expect a broader trends in fitness and wellness to continue. We plan to leverage our recent
acquisition of Firstbeat to offer products with unique health, wellness and fitness features. In addition, we intend to
capitalize on the indoor cycling opportunity with our Tacx product line.”

Sonos (SONO) on reaching an inflection point: “In terms of attracting new customers, we just delivered the 15th year in
a row where we've grown the number of homes we're in by 20% or more, ending this year with nearly 11 million
households globally. Even with this strong growth in new homes, we continue to see 2.9 products per home in fiscal
2020. I believe we're at an inflection point in the fourth quarter because we are seeing the kind of free cash flow and
adjusted EBITDA this model can deliver as it scales. We continued to experience tremendous demand for our products in
fiscal 2020. The strong demand has been especially notable for our newest products, Move, Arc, One SL, Sub, Amp and
Port, and we saw demand exceed our expectations and our supply for 5 of our key products in the fourth quarter.”

Axon (AAXN) on cross-selling International customers: “Ultimately, I think we view any international customer as an
opportunity to not only sell TASERs and body cams, but also move them to the cloud and Evidence.com. And for some
markets, right off the bat, customers are adopting Evidence.com. For other markets, they're adopting our on-premise
solution named Commander first and then subsequently moving to Evidence.com over time. I think for us, the most
important thing for any international customer is to get one of our products in their hands. And it really doesn't
necessarily matter to us which one they start with because we can really feel confident betting on ourselves that we'll be
able to deploy more and more of our products with those same customers over time.”

OptionsHawk Executive Summary and Top Picks

In Home & Office goods we are typically looking at individual stock stories considering the diversity across names, a few
themes to keep in mind are working from home and out of the office and an overall strong housing market. Like most
industries the ecommerce channel is seeing increasing importance, eco-friendly materials and design in demand, and
millennials driving the demand. Yeti (YETI) continues to be a favorite name with elevated valuation but also high
growth, high and expanding margins, high ROIC and an overall powerhouse brand. Whirlpool (WHR) is operating well
and seeing margin expansion while valuation remains cheap at 8X EBITDA. Helen of Troy (HELE) remains a favorite
though will lap very tough comps this year but a great management team, leading margins and FCF and a high ROIC. I-
Robot (IRBT) is another growth name that is continuing to post great numbers with major strength in ecommerce and
its Roomba and Braava products accelerating market penetration. Ennis (EBF) is a micro-cap that screens cheap in
office products. La-Z-Boy (LZB) is an overall solid name at 8X EBITDA that is seeing a surge in demand for its products
and integrating some key M&A deals. Tempur Pedic (TPX) is a favorite name in this entire group with its digital efforts
paying off and generating strong margin expansion.

In HPC there are seven $20B+ market cap names and P&G (PG) is not only the largest but also the best as it continues
to post stellar results. Estee Lauder (EL) has long been a favorite but its high valuation coupled with lagging margins
puts me on the sidelines. Colgate (CL), Clorox (CLX) and Church & Dwight (CHD) are all quality names without a
lot of separation across metrics, but of the three into 2021 favor Clorox (CLX) despite potentially challenging comps
while Unilever’s (UL) valuation at 13.5X EBITDA is most attractive. Herbalife (HLF) continues to screen well among



the mid-cap names with steady growth, strong FCF and solid margins. E.L.f. Beauty (ELF) is a high multiple name with
strong margins and seeing a lot of success from it digital strategy, one of the more interest small caps. Edgewell
Personal Care (EPC) would be the value name at 8.4X EBITDA with strong brands and turnaround potential. Medifast
(MED) was a big health & wellness winner in 2020 though difficult for me to wrap my head around the sustainability of
these MLM companies.

For Apparel & Footwear there are three large caps with Lululemon (LULU) a strong growth story with major growth
Internationally and now expanding into home fitness while Nike (NKE) is another high-quality leader. I am a bit cautious
on workwear and both PVH, RL look to be names to avoid with sharply contracting margins. Decker’s Outdoor
(DECK) is a favorite mid-cap that remains undervalued for owning some incredible growth brands. Capri (CPRI) is the
strongest quality own in Luxury and should see benefits of its two key acquisition while having impressive margins and
ROIC. Croc’s (CROX) is the best growth story in the next tier of market caps while Canada Goose (GOOS) also an
impressive grower with superior industry margins and fits into the small cap tier while seeing a big growth opportunity in
China.

In the smaller Consumer Electronics segment Apple (AAPL) a clear leader with another launch cycle underway as well
as starting to see a stronger mix shift to services. Sony (SNE) is another quality name that should benefit from a very
strong PS5 launch cycle. Garmin (GRMN) continues to post phenomenal numbers and overall my preferred play for the
Wearables and Outdoor Recreation themes. Sonos (SONO) is the small cap play coming off a great quarter and its
brand really resonating with consumers.

Lastly, in Sporting Goods & Toys Peloton (PTON) was an incredible story in 2020 and although it may need a breather
and face tough comps, it is @ dominant brand with a passionate user base and innovating with new products, and is likely
to continue to defy the skeptics. Pool Corp (POOL) trades at rich valuation but another best-in-class operator with a
large market opportunity and excellent management. Hasbro (HAS) screens positively across all metrics though
business can be bumpy at times, more of an opportunistic buy into weakness. Axon Enterprise (AAXN) is a thematic
play showing strong growth as well as improving margins with a 25% ROIC. Looking at the small caps Callaway Golf
(ELY) is an attractive grower with TopGolf upside while not seeing too much of interest in the gunmakers though the
spin-out of American Outdoors (AOUT) target a $35B rugged outdoor market with leading brands, ecommerce rapid
growth and strong margins is worth a look.

Financials: rfinancial stocks saw challenges in 2020 with a combination of a weak Macro backdrop and rates that
continue to trend lower, the major Bank ETFs (KRE, KBE) down 25%+ much of the year but rallying in November as
yields rose. Asset Management firms also struggled for the most part with weak flows though leaders TROW/BLK put in
strong years. Insurance stocks also lagged the broader market with the KIE down 18% YTD though some specialty
names like GSHD, KNSL, TRUMP, PLMR with big gains YTD and top fundamental plays from last year’s report PGR, AJG,
BRO outperformed sharply. REITS were also weak at -14% YTD on a combination of weakening occupancy rates and rent
collection after the pandemic hit. There were a few strong REITS for niche businesses like SAFE, HASI, and IIPR while
Data-Center and Tower plays like EQIX, DLR, SBAC, QTS, CONE continued to generate the best returns in that group. The
group related to mortgages outperformed with the strong demand in housing as mortgage rates hit decade lows. Among
the aforementioned groups there is not a lot of stock-specific analysis of note as correlations are tight among the names
that are tied closely to the Macro backdrop and the cross-asset correlations. It is a group filled with value traps and
dividend yielding securities. The most exciting part of this group, and where I spend the most time investing, is across
opportunities in Fin-Tech which includes financial software, analytics, payment processors, mobile payments, online
lending, real estate services and financial information.
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Foreign Bank Components: AVAL, BAP, BBD, BCS, BCH, BFR, BMA, BMO, BNS, BPOP, BSAC, BSBR, CIB, CM, CS, DB,

FBP, GGAL, HDB, HSBC, IBN, ING, ITUB, KB, NTB, RY, TD, UBS, WF, WBK

Large National Bank Components: BAC, C, GS, JPM, MS, PNC, WFC, USB, TFQ

rust Bank Components: BK, STT, NTRS

Regional Bank Components: FRC, FITB, EBC, SIVB, MTB, RF, KEY, CFG, HBAN, CBSH, FHN, CMA, EWBC, PB, ZION,

PBCT, TFSL, SBNY, FFIN, TCF, SSB, CFR, BOKF, WAL, NYCB, SNV, GBCI, PNFP, UBSI, CBU, VLY, OZK, UMPQ, WBS, CIT,
WTFC, UMBF, HOMB, STL, FNB, BXS, PPBI, CVBF, BKU, BOH, FIBK, ONB, PACW, EBC, IBTX, ASB, FHB, TCBI, SFBS, HWC
ABCB, ISBC, COLB, CATY, SFNC, INDB, UCBI, IBOC, FULT, FBC, WSBC, WAFD, CFFN, RNST, WSFS, AX, TRMK, CADE,
FMBI, FRME, FFBC, BANR, NWBI, LOB, TOWN, SASR, SBCF, TBK, PFS, HOPE, VBTX, BUSE, EGBN

I broke the Banking group into three above though they are all analyzed in a similar way. There are many smaller
regional banks but I am looking mainly at $1B and higher market caps which gives an ample array of companies. The
group tends to trade very correlated as Macro influences outweigh individual company attributes, but there are still plenty
of metrics to find the best investments. Bank stocks are also in the “value” group and not the “growth” group and the
low-rate environment has dictated for value to be out of favor but still worth analyzing for best-in-class names for when/if
that relationship shifts. Bank stocks and fundamentals are tightly correlated to macro confidence and investor risk
appetite. Revenue is tightly correlated to GDP growth (lending, capital markets), interest rates and the yield curve matter,
and then there’s credit quality.

Banking Industry Revenue Growth Banking Industry Net Income Through Cycles
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The main business of commercial banks is to match savers and borrowers so that the majority of bank profits is created
by the spread between interest earned on assets (mainly loans and securities) and interest paid on liabilities (mainly
deposits and so-called wholesale funding). The interest earned on assets is called — surprise — interest income, the
interest paid on liabilities is called interest expense and if we deduct interest expenses from interest income we get net
interest income (NII). NII is driven by asset volume times the spread that banks earn on assets over funding costs. NII
can be further broken down by into an asset margin and a liability margin by using some intermediary interest rate factor
(like for example a two-year government bond yield) to separate the two sides. NII divided by the interest-bearing assets
(or sometimes alternatively average assets) is called net interest margin (NIM) and is a key profitability metric for banks.

Bank ROTCE’s Increase with Asset Size when Size Supports Efficiency Ratio

Scale (full year 2018)
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The main metrics for evaluation Bank stocks include ROE, ROA, P/B, P/E, NIM trends, Dividend, Cost/Income Ratio,
Balance Sheet (Deposits), Credit Quality (Charge-Offs, Nonperforming Assets/Loans, Loan Loss Reserves, Tier 1 Capital).
The U.S. banking industry has been a significant wealth creator for long-term investors. A primary driver of this return
has been the industry’s compounding of book value—which is a function of its return on equity (ROE)—coupled with
dividends paid to shareholders. Book value is one of the most important measures of valuation available to bank
investors. It offers a view of the worth of a company’s net assets—what the company’s shareholders would receive today
if all of the company’s assets were sold and liabilities repaid. In this way, it can serve as an index to potential shareholder
wealth. The compounding of book value, by extension, maps the trajectory of a company’s or industry’s ability to create
shareholder wealth over time. The primary source of compounding book value is ROE, which tells us how much profit a
company generates as a percentage of equity. A bank with higher ROE will compound book value at a faster pace. Banks
have been investing heavily in Technology to increase efficiency and improve operations as well as improve customer
relationships.

New technology investment as a percentage of banks’ IT spending
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The Banking sector has been out of favor throughout 2020 due to the weak Macro backdrop from pandemic challenges
and the low-rate environment, although some upside from trading, M&A, and IPO markets. The foreign bank components
have been very weak with most down 20% or more YTD, Deutsche Bank the surprising lone exception that is positive
YTD. The larger US national banks are down 25% or more on average with Morgan Stanley an outperformer with its
acquisition of E-Trade and Goldman performing better than peers on strong trading results. Regional Banks with similar
issues with only 4 of 87 tracking with gains YTD (LOB, SIVB, FRC, TBK). Outside of the challenging rate environment,
rising loan losses and the absence of buybacks have weighed on the sector. Credit losses are forecasted to peak in 2021
at an average of 2.88% for the big banks and 1.73% for the large regionals. Net interest income is seen toughing in Q3
2020 which could drive a strong EPS recovery in 2021. Banks could also see multiple expansion if they make it through
this recession with dividends intact and staying profitable as it will prove balance sheet quality and resilience. Credit
quality will be in focus for 2021 after unprecedented government stimulus and relief measures in 2020, deferrals are
being eyes as an early indicator of strain, and as shown below thus far not seeing major issues.

Deferrals have declined notably QoQ to ~2% of loans
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Bank cash balances have swelled after material deposit growth from government stimulus and easy monetary policy, cash

balances now 11% of average earning assets in Q3 2020 and if deployed could fuel a strong surge in future earnings
power.

Cash balances, of large banks, as % of AEA have increased 6ppt to 11% since 4Q19

(g ]

2 14%

(@}

S

:'i_J 10% CMA

°& RF B

Zé 80/0 KEY . PNC u] =] MTB
< 6% HBAN - c " _JPM
8 UsB WFC

S 4% CFG s TFC .

“g’ 2% FRC ="a ZION

S oy

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%  20%
Cash as % of Avg Int Earning assets (3Q20)



Ticker | ¥  Company ¥ | Marke ¥ Dividel * P/Bool ¥ ROE ¥ Loan to Depo ¥ Cost of Fur ¥ LoanY ¥ NIM |-/|DDA (%~

PACW PacWest Bancorp 52,167 7.38% 0.61 9.58% 98.32% 0.35 5.34 4.18 38%
GBCI GLACIER BANCORP, INC. 53,394 3.26% 1.48 12.11% 88.27% 0.21 5.11 4.1 38%
HOMB HOME BANCSHARES INC 52,667 3.22% 1.04 11.98% 96.38% 0.67 5.75 4.09 26%
BANR Banner Corporation 51,264 3.99% 0.76 9.52% 92.60% 0.3 5 3.88' 44%.
PRK Park National Corporation 51,499 4.57% 1.46 11.40% 92.18% 0.3 4.98 3.84 31%
ABCB Ameris Bancorp 52,021 2.06% 0.77 11.36% 91.38% 0.51 4.8 3.81 36%
PFPBI Pacific Premier Bancorp, Inc. 52,363 4.07% 0.88 8.02% 98.13% 0.43 5.24 3.77 35%
0OZK Bank Ozk 53,133 4.45% 0.74 10.75% 94.90% 0.94 5.23 3.72 18%
CVBF CVB FINANCIAL CORP 52,358 4.14% 1.18 10.78% 86.94% 0.13 4.92 3.68 63%
SBCF SEACOAST BANKING CORP OF FLORIDA 51,159 T#VALUE! 1.04 10.68% 93.08% 0.35 4.87 3.68 34%
PB Prosperity Bancshares, Inc. 54,943 3.47% 0.81 7.38% 77.54% 0.42 5.37 3.67 35%
BXS BANCORPSOUTH INC 52,325 3.33% 0.87 9.58% 85.97% 0.55 4.56 3.57 52%
BANF BancFirst Corporation 51,407 3.04% 1.33 14.14% 75.66% 0.2 5.3 3.53 39%
FIBK First Interstate Bancsystem Inc 52,321 5.51% 1.13 9.76% 76.57% 0.19 5.01 3.51 33%
FFBC First Financial Bancorp 51,378 6.54% 0.61 9.76% 97.81% 0.55 5.02 3.42 30%
UCBI UNITED COMMUNITY BANKS INC 51,758 3.55% 0.93 12.37% 80.87% 0.47 5.31 3.4 37%
TCF TCF FINANCIAL CORP 54,024 5.30% 0.73 10.56% 100.08% 0.56 5.06 3.37 27%
RNST RENASANT CORP 51,606 3.08% 0.76 8.05% 94.91% 0.59 4.81 3.36 32%
HWC HANCOCK WHITNEY CORP 51,897 4.92% 0.55 10.60% 76.54% 0.39 4.5 3.21 43%
55B South State Corp 54,104 3.25% 0.89 8.26% 93.41% 4.63 3.21 33%
ZION Zions Bancorporation NA 55,018 4.44% 0.70 10.47% 85.33% 0.19 3.75 3.21 47%
RF REGIONS FINANCIAL CORP 512,221 4.91% 0.74 9.66% 85.11% 0.3 4.34 3.17 41%
ONB Old National Bancorp 52,303 4.02% 0.78 8.60% 83.26% 0.35 4.34 3.14 32%
STL STERLING BANCORP 52,440 2.23% 0.54 9.53% 95.39% 0.62 4.44 3.14 23%
FMBI First Midwest Bancorp Inc 51,373 4.66% 0.55 9.73% 96.90% 0.37 4.46 3.12 36%
LKFN Lakeland Financial Corporation 51,249 2.43% 1.94 15.55% 98.39% 0.61 4.56 3.08 31%
SNV SYNOVUS FINANCIAL CORP 53,572 5.44% 0.77 15.07% 96.83% 0.64 4.54 3.08 28%
PBCT People's United Financial, Inc. 54,472 6.84% 0.58 7.63% 100.21% 0.4 4.2 3.05 27%
CBSH Commerce Bancshares, Inc. 56,818 1.77% 2.03 13.29% 71.82% 0.16 4.37 2.93 40%
FHN First Horizon National Corp 55,550 6.00% 0.75 11.32% 95.78% 0.39 4.29 2.88 31%
FNB F.N.B. Corp 52,334 6.65% 0.48 8.14% 93.96% 0.67 4.5 2.87 30%
HOPE Hope Bancorp Inc 5975 7.08% 0.48 8.68% 97.97% 0.97 5.03 2.78 29%
SIVB SVB FINANCIAL GROUP SlS,SS?'#VALUE! 1.89 19.62% 53.70% 0.06 4.55 2.78 66%
PNFP Pinnacle Financial Partners Inc 53,291 1.49% 0.70 9.90% 98.05% 0.73 4.07 2.76 27%
SBNY Signature Bank Corp 54,157 2.89% 0.81 12.87% 96.78% 0.73 3.93 2.75 32%
FITB Fifth Third Bancorp 515,985 4.78% 0.75 10.68% 86.22% 0.48 4.46 2.73 31%
WTFC WINTRUST FINANCIAL CORP 52,666 2.38% 0.72 9.99% 89.02% 0.72 4.46 2.73 29%
FRC First Republic Bank 521,317 0.64% 2.15 9.51% 100.74% 3.25 2.72 38%
ISBC Investors Bancorp, Inc. 52,066 5.81% 0.76 6.95% 121.52% 2.7 13%
UMBF UMB FINANCIAL CORP 52,919 2.05% 1.01 10.08% 62.17% 0.23 4.44 2.68 35%
BKU BankUnited, Inc. 52,238 3.76% 0.79 10.15% 94.92% 1 4.11 2.39 23%
TCBI Texas Capital Bancshares Inc $2,22[}'#VALUE! 0.82 11.81% 62.57% 0.48 4.24 2.28 36%
NYCB NEW YORK COMMUNITY BANCORP INC 53,748 8.42% 0.59 5.42% 132.34% 1.35 3.76 2.18 9%

Net Interest Income Growth Rates
2013 2014 2015 2016 2017 201 2019 2020E 2021E 2022E

Banks >$5 Billion Market Cap.
Median 0.7% 4.7% 3.1% 6.3% 121% 14.7% 7.2% -0.4% 0.5% 2.0%
Average 4.3% 8.5% 3.7% 6.9% 109% 16.8% 7.0% 7.8% 2.9% 1.9%

Banks $2-5 Billion Market Cap.
Median 6.2% 143% 128% 12.7% 17.7% 172% 7.7% -03% 08% 21%
Average 81% 222% 13.3% 156% 19.9% 16.6% 14.2% 4.0% 1.7% 2.2%

Banks <$2 Billion Market Cap.
Median 14.0% 10.5% 21.9% 18.2% 17.0% 23.5% 11.0% 10.9% 4.4% 3.9%
Average 15.9% 11.8% 26.8% 23.6% 259% 25.3% 159% 17.2% 109% 5.1%




Net Interest Margin
2013 2014 2015 2016 2017 2018 2019 2020E

Banks >$5 Billion Market Cap.
Median 3.32% 3.24% 3.16% 3.22% 3.25% 3.59% 3.52% 3.07% 2.88% 2.84%
Average 3.40% 3.30% 3.12% 3.18% 3.33% 3.54% 3.50% 3.08% 2.90% 2.85%

Banks $2-5 Billion Market Cap.
Median 3.98% 3.92% 3.66% 3.60% 3.65% 3.83% 3.81% 3.27% 3.20% 3.14%
Average 404% 4.04% 3.82% 3.75% 3.81% 3.88% 3.78% 3.33% 3.22% 3.17%

Banks <$2 Billion Market Cap.

Median 3.27% 3.12% 3.19% 3.20% 3.07% 3.39% 3.31% 3.03% 3.02% 2.99%
Average 3.28% 3.17% 3.03% 3.06% 3.24% 3.36% 3.30% 2.96% 2.92% 2.94%

Management Commentary:

Northern Trust (NTRS) on Asset Mgmt. trends and low rate playbook: “Our asset management business is seeing
considerable market share gains during 2020 within our liquidity products, which have strategically been positioned over
time. We've also experienced recent success in our active and index fixed income and tax-advantaged equity

products. We manage nearly $100 billion in assets globally under ESG mandates, where our strong capabilities position us
for future growth in this space. As we move forward in the current and persistent low interest rate environment, we will
accelerate our focus in 2 areas. First, we will continue to drive greater efficiencies with a focus on technology, solutions to
drive productivity gains. Second, from a growth perspective, we're focused on doing more with our existing client base
and also bringing on new clients to allow us to continue to grow organically in a scalable, profitable manner.”

US Bancorp (USB) on the environment: “So as I mentioned, the consumer side is really good. The combination of the
stimulus programs, which have created a bridge over these very troubled waters, the forbearance programs that we and
many banks have in place, and the final -- the consumer spend being lower and coming in at a lower leverage level, all
those things add up to the consumer actually being in a very strong position. And if you look at all the facts from an
economic standpoint and look at consumer delinquencies, you would say you are in 2 different environments. It just
doesn't add up. And then on the commercial side, it's actually a tale of 2 cities. We have a number of companies that are
struggling in a very significant way. Certainly, the airlines and hospitality, lodging, all those malls are struggling because
of all the impacts that we know about. But at the same time, there are a number of companies that are doing very well,
in some cases, having record profits and record revenue. So you add all that up, and we project using the CECL
methodology, as you know, given the scenarios that we talked about, a loan loss reserve level that we think is -- we
believe, is sufficient at the end of the third quarter. And unless the economic scenario deteriorates significantly from
where we see it, we would not expect to put in more reserve. And given the delays that we're talking about with the
forbearance programs as well as the stimulus, I don't think charge-offs are going to actually peak until the second half of
2021."

Goldman Sachs (GS) on Capital Markets: “Look, I'd say we have a positive view on volumes going forward, and I'd
probably take it into 2 pieces. First, on the primary calendar, continues to look very, very strong with very high levels of
financing backlog. So we continue to expect elevated levels through the primary calendar, and that obviously plays
through into the secondary volumes. On the trading side, I'd say I continue to expect to see elevated volumes as
investors continue to adjust their portfolios to a number of things, the trajectory of the economic recovery, additional
central bank activity, evolving inflation expectation, another kind of micro level events around individual companies and
sectors.”

Western Alliance (WAL) on deposit growth: “"We continue to believe our ability to profitably grow deposits is both a
key differentiator and a core value driver to our firm's long-term value creation. Market share gains in mortgage
warehouse and robust activity in tech and innovation continue to be significant drivers of deposit growth. WAL's unique
credit risk management strategy is focused on establishing individual borrower level strategies and direct customer
dialogue to develop long-term financial plans. Our pipelines are strong, and we expect loan growth to return to previously
anticipated levels of $600 million to $800 million for the next several quarters in low-risk asset classes.”



SVB Financial (SIVB) on its surge in client inflows despite the environment: "I would put it into 2 categories. Clearly, 1
is the wind at our back from the innovation economy. And what I mean by that is it's the venture capital flowing into the
market. It's the fact that there's few places for investors to put their money and you can't put it in fixed

income. Commercial real estate, is it looking very attractive right now. And so when you think about where you're
deploying money, people are looking at growth. And what are the only places you can invest for real growth is in the
innovation economy. And so when you think about even the public markets, the public markets drove roughly $13 billion
of client funds in the quarter, right? We have 62% market share of the venture-backed IPOs in the quarter and 73% and
of the venture-backed IPOs health and tech over the course of the year. So you've got the wind at our back from the
innovation economy, and you marry that then with execution. Again, where we're investing in people, where we're
investing in technology. So it's executing our strategy with the wind at our back and the economy and the combination of
those 2 things is driving incredible total client funds growth.”

Triumph (TBK) on Business Capital segment: “In addition to benefiting from the aforementioned industry tailwinds,
Triumph Business Capital's new client growth pipeline is more robust than ever, with each month in the third quarter
successively setting records for new client applications. In the third quarter, Triumph Business Capital received more than
1,800 new client applications, which represents clients new to factoring as well as factoring veterans choosing us over
competitors. That is a 63.7% increase over the third quarter of 2019. We recognize this quarter was the intersection of a
perfect storm of a liquidity surge, low capacity, unique consumer behavior, inventory restocking and seasonal holiday
builds. And so while these spot rates may not be sustainable in the long run, the fundamentals of our factoring operations
are strong and continue to grow in both scale and efficiency and our technology advantage over our competition.”

OptionsHawk Executive Summary and Top Picks

In Q3 we saw Bank EPS rebound but the resurgence in COVID could restrain any growth opportunities near-term. Spread
revenue pressure should continue particularly as loan demand remains weak. Fee income should be aided by more
moderate strength in mortgage banking and gradually improving activity levels. Expense control is a focus, with some of
the opportunities in real estate.

In the large cap group, for Capital Markets, Morgan Stanley (MS) screens strong and should benefit from its large deal
for E-Trade (ETFC). JP Morgan (JPM) remains the best-in-class US Bank operator with its industry leading ROE and
growth while PNC Financial (PNC) valuation is attractive while offering strong metrics and closing 2020 with a key deal
for the US operations of BBVA. Northern Trust (NTRS) is the preferred Trust Bank play.

Keeping this group as simple as possible, among the Regional Banks, the preferred large cap leaders are SVB Financial
(SIVB) with its best-in-class ROE near 20%, and Western Alliance (WAL) with a 14.4% ROE and strong NIM. East-
West (EWBC) is another quality name. Among the smaller names Glacier (GBCI) with a strong ROE and NIM, Home
(HOMB) and Park National (PRK) all stand out as best-in-class across operating metrics. Lakeland (LFKN) is a small
cap with a leading 15.55% ROE and BancFirst (BANF) also screens well. There are two small cap outperformers from
2020 with impressive growth, Live Oak (LOB) a specialty vertical lender, and Triumph (TBK).

Insurance Providers

There are more than 65 insurance companies with a market cap above $2B so the group is easier to digest breaking
down into Life/Health, P&C, Reinsurance, Specialty, and Mortgage/Title. Insurance income statements have two segments
— underwriting income (or loss) and investment income. Underwriting income is the profit from selling premiums less
claims paid out. For insurers, there is a difference in timing between when premiums are collected and when claims are
paid. However, the cash is received upfront and the claims are paid out at a future date. This account is called the float.
During the time before claims are paid, the insurance company invests the cash into securities such as stocks and bonds
to earn a return.

It was a tough year in the low-rate environment for the group with all but 15 of the names down 10% or more YTD.
Notable outperformers were best-in-class picks from last year’s outlook like PGR and BRO while specialty hames GSHD,
TRUP, PLMR had big years. Technology is playing an increasing role in this industry as well with “Insure-Tech” start-ups
including online brokers and a surge in software/analytics to improve operations.

There are a number of large foreign companies and many provide very good research and industry intelligence on their
websites. Some of the larger players include AXA SA, China Life, Ping An, Allianz SE, Munich Reinsurance, Nippon Life,



Zurich Insurance, Swiss Life, Swiss Reinsurance, Tokio Marine, Aviva, and Sumitomo Life. There are also large private
players like Liberty Mutual and State Farm.

U.S. P&C - Correlation of Stock Price to 10-Year UST Yield U.S. P&C - Historical Stock Price Betas
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ROE is a strong measure of profitability and P/B often used in valuation, while specific ratios to the group are combined
and operating ratios, underwriting leverage, investment yield, and investment return. The most simplistic, yet effective
approach, is looking at Price/Book and Price/Earnings compared to ROE, which has shown the strongest coefficient of
determination of performance. Analysts will look at growth in premiums written, in particular direct premiums written
(DPW) as a function of higher market penetration and organic growth. Analysts will also look at the combined ratio year-
over-year as well as trends behind the combined ratio in the loss and expense ratios.

Life vs. P&C - Implied P/B for 12% ROE Based on Historical "Value Map" Regressions
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P&C Insurance Components: FANH, EIG, TPRE, RLI, PRA, KMPR, KNSL, L, HMN, CB, CINF, CNA, AFG, THG, SIGI,

RV, UIHC, UVE, Y, ANAT, MKL, BRK.B

The P&C Insurance group differs from many other companies as revenues hold less importance and metrics like Net
Premiums Written and Net Premiums Earned, and their respective ratios are observed. The combined ratio is another
metric, the sum of the Loss and Expense ratios, and 100% minus that ratio is the Underwriting Margin. Investment
income is also closely watched, often called Float, and secondary source of earnings and closely tied to the rate
environment. Reserves is another balance sheet item of important, and a Reserves-to-Loss ratio should be in the 2.5to 1
range.

P&C insurance is considered one of the most defensive sectors in US financials with minimal fundamental exposure to
equity markets while its correlation to interest rate movements is also below that of the market. P&C companies also have
low credit exposure given the low leverage and high-quality portfolios. Core growth in the P&C industry has been strong
in recent years at a mid-single digit pace with pricing strength contributing. Many personal line products are mandatory
and thus demand for P&C strong irrespective of market/macro conditions while new and evolving sources of exposure
such as cyber can drive incremental growth. The main concern is rising loss costs due to social inflation, high severity
liability exposure, and climate change.

U.S. P&C - Direct Premiums Written by Segment U.S. P&C - Market Share of Top Ten Firms
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U.S. P&C - Pricing Trends
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Life Insurance Components: UNM, BHF, AFL, AEL, CNO, LFC, LNC, MET, MFC, PRU, PUK, PFG, HIG, EQH, AIG, ATH,

SLF, GTS, VOYA, G

Life stocks have underperformed the broader equity market over a multi-year period due to periodic volatility, pockets of
regulatory uncertainty (i.e. Department of Labor’s fiduciary rules), concerns on long-tail liabilities (i.e. LTC and variable
annuities) and generally low long-term interest rates. Life stock moves can be 90% explains from the YS 10-year
Treasury yield and the S&P 500 level. There are industry-specific factors that impact stocks prices including regulation,
growth expectations, and capital trends. In 1H19 life insurance companies reported $28B in net income, rising 36% Y/Y
and net premiums and deposits rose 14%.

Emerciag TREND 1 Insurers explore wellness initiatives to monitor, manage, and improve policyholders’ health
Risk

Landscape TREND 2 Life insurers begin to provide flexible offerings to emerging customer segments
Changing

Business Ecosystem collaboration opens avenues for insurers to serve customers better

Environment

@ ® @

Evolving TREND 4 Life insurers are exploring digital-only offerings to improve operational efficiencies

Customer

Preference TREND 5 Insurers reduce customers’ purchase cycle to improve customer experience
TREND 6 Insurers enhance underwriting process by leveraging analytics and Al

Enhancing

g#iecriaetr:;);al TREND 7 Life insurers are exploring a variety of blockchain use cases and long-term benefits

TREND 8 Epigenetics may pave the way for personalized life insurance premiums and more accurate underwriting




Global premiums are forecast to increase by 2.9% in each of the next two years—much better than the 0.6% annual
average over the last decade. This increase is once again driven largely by emerging markets, where premiums are
forecast to rise by a robust 8.7%. Life insurers have been experimenting for several years with new sources of data and

analytic tools to improve customer experience, streamline the sales process, and engage with policyholders more often,
rather than only at renewal.
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Considering the wide range of businesses that fall under life, with varying risk profiles, capital requirements, cash flow
generation and growth rates, a sum-of-the-parts valuation is most appropriate. More capital intense, macro sensitive
earnings streams (such as long-term care, secondary guarantee universal life and variable annuities with living benefit
guarantees) should be assigned a P/E discount to less capital intensive and less macro sensitive earnings (such as
variable annuities without living benefits, shorter-tailed accident and health products, and asset management businesses).
In terms of cash flow a more relevant measure is sustainable cash generation yield, with cash generation defined as
deployable capital generated during the year, and sustainable cash generation defined as deployable recurring capital
generated during the year. This is different from free cash flow, which is capital remitted to the holdco, including from
non-recurring releases, less holdco costs.
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Reinsurance Components: JRVR, RNR, RE, RGA, AXS, WRB, ACGL, ESGR

The reinsurance group tends to insure the P&C companies against various natural disasters and other events. Reinsurers
provide insurance to companies that can utilize reinsurance to free capital, reduce exposure concentrations, improve
returns, or validate underwriting. Reinsurance business can be divided between treaty (coverage for a book of risks, the
vast majority of risk transferred to reinsurers) and facultative risks (the transfer of part or all of a single reinsurance
contract). Treaty risks tend to be divided between pro rata (the transfer of a proportion of the economics to a reinsurer)
and excess-of-loss risks (the transfer of a layer of risks to a reinsurer). While most reinsurers are open markets that write
pro rata treaty, excess-of-loss treaty and facultative risk, the companies that formed following Hurricane Andrew, 9/11
and Hurricane Katrina tended to be markets that targeted the excess-of-loss market upon formation, while the legacy
European reinsurers and Everest Re were known as reliable counterparties in the pro rata treaty market (but were also
willing to underwrite excess of loss risk). The Reinsurance market has increasingly been split between traditional players
and alternative capital providers, the latter has pressured pricing and thus ROE of the traditional players that also face
headwinds from low interest rates and rising loss costs. The prevalence of alternative capital does have one benefit,
providing a potential fee revenue stream for providing services to third-party capital.

Property-Catastrophe Rate-On-Line Pricing Data Indexed to 100 in early 2000
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The combined ratio is important in this group and the business is very cyclical with Hurricane season June 1% to
November 30™, and most policies written near the end of the calendar year. Reinsurers are expected to be long-term
beneficiaries of rising Commercial Line loss costs as primary insurers look to offload more risk, though these trends have
also pressured ROE. M&A potential has provided some valuation support. Over the past three years there have been
$300B in insurance industry catastrophe losses and hesitant capital deployment as constriction of the reinsurance
industry’s balance sheet will likely cause greater pricing lift relative to primary pricing. Simplistically, these two types of
business—excess-of-loss and pro rata—yield a very different set of financial outcomes, though reinsurance contracts can
mix qualities of both. Historically, reinsurers have built companywide combined ratios as a mix of the two types of
business. Excess-of-loss contracts can have de minimus loss ratios in most years with materially high loss ratios in the
years where the big loss is triggered. The most structured of pro rata contracts have tended to produce combined ratios
modestly north of 100%. The more volatile the results, the more skewed a book is toward excess of-loss treaties with the
“accident-year ex-catastrophe combined ratios” almost always low. The more stable the results, the more skewed a book
is toward pro rata agreement, but also the more difficult it is to achieve an underwriting profit. The goal of the reinsurer
is to find the “magic middle” between these two underwriting styles that maximizes return with the lowest capital
consumption.
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Consolidation has been a major theme in reinsurance, several deals over the last few years shown below:

Announced Buyer Target Deal Value ($Bn)
Nov 2011 Alleghany (Y) Transatlantic (TRH) 3.9
Dec 2012 Markel (MKL) Alterra Capital (ALTE) 3.1
Nov 2014 RenaissanceRe (RNR) Platinum Underwriters (PTP) 1.7
Jan 2015 XL Group (XL) Catlin Group 3.8
Mar 2015 Endurance Specialty (ENH) Montpelier Re (MRH) 14
Apr 2015 Exor SpA PartnerRe (PRE) 6.1
Jul 2015 China Minsheng Sirius International 2.2
Oct 2016 Sompo Holdings Endurance Specialty (ENH) 6.3
Jan 2018 American Int'l Group (AlG) Validus (VR) 9.9
Mar 2018 AXA XL Group (XL) 154
Aug 2018 Apollo Global (APQ) Aspen Insurance (AHL) 2.6

Operating ROE
30%
25%

RenaissanceRe Validus |

Personal Line: Auto, Mortgage & Title Insurance Components: ESNT, EFC, AMBC, FNF, RDN, FAF, MTG, MBI,

NMIH, STC, PGR, NGHC, MCY, ALL, ORI, GSHD

In Personal line insurance there is high concentration with solid growth prospects. In Auto pricing has flattened out
recently and severity is a headwind, but profitability is strong and advances in technology such as Telematics and ADS
can lower frequency of claims.

Insurance Components: CRVL, AIZ, TRUP, PLMR, ECPG, AGO, WTM

Insurance Broker Components: EHTH, GOCO, SLQT, ROOT, MAX, LMND, EVER, ERIE, BRO, ARGO, AON, MMC,

WLTW, AJG, PRI, AFSI

The brokers are positioned as a better low risk play on Commercial Line price increases and growing complexity of
insurance exposures. Included in this group are the online insurance quote providers like EVER, MAX, EHTH, SLQT, GOCO
and LMND which exhibit much stronger growth and have potential to disrupt the industry.



Management Commentary:

Chubb (CB) on more frequent catastrophic disasters: “The increasing trend of both frequency and severity of events
from a variety of natural perils, wind, flood and fire related, informs our views of current and future expected cat loss
levels as well as our view of required rate to ensure the exposure in both commercial and consumer property-related
lines. Where we can get paid adequately for the volatility and uncertainty, we will maintain and even grow our
exposures. Where we cannot, we shrink. And in either case, shape our portfolio according to our risk appetite.”

RLI (RLI) on pricing momentum: “Pricing momentum continued in a humber of our products and the pandemics
influence was modest this quarter, with Casualty posting 11% top line growth, while Property and Surety were up 8%
and 1%, respectively. Casualty market dynamics do appear bifurcated in that primary casualty products with limits of $1
million or less, many construction risks and workers' compensation still remain very competitive.”

Kinsale (KNSL) on its business performing at a high level: "The combination of disciplined and highly controlled
underwriting, combined with technology-driven low costs and a focus on the E&S market is propelling our profitability and
growth, and we believe will continue to do so over the long term. Kinsale's growth rate at the moment is being enhanced
by continued dislocation within the P&C market. Some competitors are reacting to substandard results by restructuring
books of business, canceling programs and withdrawing capacity. This behavior is causing Kinsale's new business
submissions and premium to grow at strong double-digit rates, and we continue to expect this extraordinary growth to
continue through 2021. Beyond the accelerated growth, industry dislocation is also allowing Kinsale to raise rates, and in
some cases, restrict coverage to further expand our profit margins.”

AIG (AIG) on the rate environment in P&C: “I want to provide context for how we view the rate environment in the P&C
market. Insurance carriers have faced challenging business conditions for more than a decade. Soft market conditions
have gripped the industry since 2007 and have been coupled with historically low interest rates and an increase in
frequency and severity of natural catastrophes. As an example, when looking at Property, the expected aggregate
industry natural CAT losses for 2017 through the third quarter of 2020 are estimated to exceed $400 billion. Median
annual losses over the last 15 years have been approximately $65 billion. These amounts are nearly double the amount of
expected loss. For natural catastrophes, pricing has adjusted in light of these new norms. And keep in mind, none of
these numbers include catastrophe losses from COVID-19. The momentum we have generated in General Insurance is
significant and we believe that we will achieve top line growth in 2021. And by the end of 2022, we'll achieve an accident
year combined ratio, excluding CATSs, below 90%. This will represent a 1,000 basis point improvement since 2018.”

MetLife (MET) on its aggressive M&A: “"Despite the extreme disruption 2020 has presented, we are on track this year to
deploy $4.3 billion of capital towards strategic M&A, common stock dividends and share repurchases. We believe this
underscores the durability of our all-weather Next Horizon strategy and MetLife's consistent execution across a range of
economic scenarios. We rolled out our Next Horizon strategy almost 1 year ago with 3 main pillars: focus on deploying
scarce capital and resources to their highest use, simplify MetLife by driving operational efficiency and improving the
customer experience and differentiate to drive competitive advantage in the marketplace. At Investor Day last December,
I noted that our capital management philosophy at MetLife has not changed. Capital is precious, and we are disciplined in
deploying it to the highest-value opportunities. Our purchase of Versant Health, which we expect to close before year-
end, demonstrates our commitment to this approach. Vision Care is a capital-light business with strong risk-adjusted
returns and high free cash flow generation. Like our U.S. Group Benefits franchise more broadly, it is precisely the kind of
business we want to grow.”

Goosehead (GSHD) on share gains: “In the U.S. personal lines industry, the independent agent channel is poised for
continued share gains as many traditional and established personal lines insurance carriers look to other avenues to
improve their growth trajectory. Within the backdrop of this ongoing market shift, we believe Goosehead is uniquely
positioned to continue to gain significant share as clients increasingly see the value creation and superior insurance
experience driven by a choice product portfolio, knowledgeable agents, best-in-class service and unmatched proprietary
technology designed to address personal lines client needs.”

Assurant (AIZ) on its unique business: “Last week, we made 2 announcements that underscore our focus on our
market-leading lifestyle and housing businesses while capitalizing on the convergence of the connected mobile device, car
and home. Our Connected Living, Global Automotive and multifamily housing businesses have a history of profitable
growth, and we believe compelling future growth potential. In addition, our specialty P&C offerings, including lender-
placed insurance, are extremely well positioned. The countercyclical nature and strong returns of the business continue to
make it a critical part of our portfolio. Together, lifestyle and housing should drive ongoing above-market growth and



superior cash flow generation with the ability to outperform in any economic cycle and, ultimately, to create greater
shareholder value over time. Our acquisition of HYLA Mobile, a leading provider of smartphone software and trade-in and
upgrade services, will strengthen our market position with increased scale, complementary client bases and favorable
tailwinds in the global mobile market.”

Trupanion (TRUP) on some key metrics: “Similar to Q2, Q3 was another strong quarter with high retention rates,
driving accelerated growth in net subscription pets. Total revenue grew 31% year-over-year, and we ended the quarter
with over 804,000 total enrolled pets. Within our subscription business, new pets, net of cancellations, grew 30% year-
over-year. Average monthly retention increased to 98.69% on a trailing 12-month basis. We calculate this has extended
the average pet's lifetime with Trupanion to 76 months, up from 71 months in the prior year period. As a result, lifetime
value of a pet, including fixed expenses, grew 20% year-over-year to $615.”

James River (JRVR) on its strong market: “We're selective underwriters and 8 of our 12 E&S underwriting divisions
grew. Trailing 12-month Core E&S premium is $615 million, a 91% increase over the same period just 2 years ago. We
continue to be able to get more rate per unit of exposure. This last quarter was the 15th quarter in a row, we've reported
significant rate increases. In 8 of these 15 quarters, renewal rate increases on our E&S business have been greater than
5%. In every quarter this year, rates were up over 10%, and this quarter, rates were up 12.8%. An already hard market
continues to gain strength.”

Arthur Gallagher (AJG) on P&C rate environment: “"Now let me give you an update on the P/C rate environment. Rate
again continued to move higher around the globe during the third quarter. Globally, caught up nearly 7% with tighter
terms and conditions and increasingly restrained capacity. By geography, Canada has seen the greatest rate increases, up
more than 9%; the U.S. is up about 8%; followed by the U.K., including London specialty at about 6%; and Australia and
New Zealand, around 3%. By line of business, property remains the strongest, up 12%; next is professional liability, up
over 10%; other casualty lines are up 5% to 10%, with umbrella rate increases at least twice that level; and workers'
compensation is flat. So while P/C rates are moving higher, the total amount of premium increases our clients are paying
are more modest. This is a result of reduced exposure units, higher deductibles, lower limits and clients opting out of
coverages.”

OptionsHawk Executive Summary and Top Picks

The quality insurance names tend to carry over each year as there is not a whole lot of room for incremental value
creation and mostly driven by industry-wide trends. It is @ massive industry so there are some unique disruptors that are
gaining market share as larger players cut costs.

First, looking across the larger P&C names Chubb (CB) slightly edges Traveler’s (TRV) as the preferred name mainly
due to potential tax shifts while having the best industry-specific income/expense metrics. In the next market cap tier
Kinsale (KNSL) continues to stand out in a class of its own across all metrics including a 15% ROE. In the next tier RLI
Corp (RLI) stands out across all metrics while Kemper (KMPR) continues to screen attractive as well.

In the Life Insurance group, Sun Life (SLF) excels across most metrics as high quality and also offers a strong yield
while coming at a premium valuation. MetLife (MET) offers a great yield, very cheap valuation and I like the acquisitions
it is making. In the mid-cap tier Axa Equitable (EQH) sets up for strong growth and has a strong ROE at cheap
valuation. CNO Financial (CNO) screens best among the limited amount of small cap names in this group.

In the Personal Auto & Home group, Progressive (PGR) always screens as the best operator and no change this year
despite some headwinds from less miles traveled. Fidelity National (FNF) is the leader on the title/mortgage side with
a strong 3.9% yield, ROE above 20%, and solid growth. Mercury General (MCY) screens best among the small caps
while Goosehead (GSHD) has the most compelling growth story and upside potential as it continues to gain market
share.

In the Specialty group we are mainly dealing with small cap companies but the largest one Assurant (AIZ) is an
intriguing attractive business. Palomar (PLMR) is a growing niche play I continue to like and has pulled back late in
2020 but stands to be a long-term winner. Trupanion (TRUP) is the other interesting growth name with pet insurance
still lowly penetrated and it has secured partnerships with big insurance players like State Farm and Aflac.

For Reinsurance Everest (RE) looks attractive to peers at current valuation, trading at a discount while having the best
dividend yield and near-best ROE. At the small cap level Axis (AXS) feels like the next M&A target in a consolidating



industry while James River (JRVR) the small cap growth story to be aware of seeing strong policy growth and strong
financials.

Lastly, in the Brokers, Arthur Gallagher (AJG) screened best last year and has outperformed peers by a wide margin,
so see no reason to change. The other name I like is Aon (AON) with its large deal for Willis and its investments into
data & analytics. Brown and Brown (BRO) is another repeat best-in-class name in this group and performed very well
in 2020. In the more speculative online platform providers there are a lot of new entrants coming into that market and
likely need to see some more results with many of the nhames new, but SelectQuote (SLQT) is one to watch.

Asset Management, Brokers, Exchanges

raditional Asset Manager Components: BLK, TROW, AMP, BEN, SEIC, AMG, APAM, AB, CNS, JHG, FHI, ATCO,

FOCS, WDR, NOAH

Alternative Capital Components: BX, BAM, KKR, APO, ARES, CG, ARCC, IVZ, HLNH

This is a large group with over 200 stocks but when screening for $2B and higher market caps it is reduced to just 34
names. In the Asset Manager group, benefits have been seen from pro-growth policies and tax reforms as well as
deregulation, though the ability to see new funds remains in question with the recent shift to passive investing. We break
this group down into Traditional, Trust Bank, Capital Markets and Alternative Capital. Through each group I have provided
key questions for the group going forward, an area to focus on when perusing individual company management calls.

Households Financial assets Financial assets
(in millions) ($in trilions) CAGR2013-2019E

$5M+ 1.6M _ $20.3 11.8% U.S. household

financial assets

§500k-$4.999M  13.4M _$19_0 5.3% projected
- -- to grow

4 - 6%
$100k-$499K  23.9M $5.7 1.2% annually going
forward

<$100K 89.8M $1.5 0.7%

One specific ratio for the traditional names in Market Cap / AUM. For the Alternative Managers, Price / Distributable
Earnings (DE), and Distributable Earnings / Unit. Due to the steady nature of the business (taking a percentage of assets
under management per year), asset managers have a business valued more like a basic corporate than financial
institutions such as banks and insurers. Asset managers are usually valued on a Price/Earnings, EV/EBITDA and EV/AUM
basis. As a secondary metric, large asset managers with diversified businesses may also be looked at from a free cash
flow yield perspective. Asset management valuation primarily focuses on Assets Under Management (AUM). A larger AUM
means a larger fee base which means more revenues while incremental expenses do not scale as much. Accordingly,
AUM growth is imperative for share price appreciation. However, the quality of AUM growth is even more important. AUM
can grow organically because of 1) rising markets boosting the value of the assets managed — which can be looked at as
beta exposure; 2) the outperformance of the asset manager versus its benchmark — which can be looked at as alpha
generated and 3) net inflows via more investors giving the asset manager their money. Monthly AUM metrics are often
announced and followed closely by analysts.



Global Announced M&A Volume ($ Billions) Leveraged Loan Index Default Rate?

i $107 related to 45% -
$375 1 §329 $316 $333 o one intracompany $312 $315 39%
$250 ] 5243 lf::l?bnlﬂ‘_‘-' 30% ]
§125 4 $100 e 1.5% -
$- T 00% T T T T T T T T T 1
S I S 0 0 0D HH PP PP
¢S ¢
U.S. Leverage Finance Issuance ($ Billions)* U.S. Equity Issuance ($ Billions)
$150 $120
§120 75 §90

0N D DD D PP Y

N & { { (Y 9 ’ { ¥ G , ’ ¢ ¢ ¢ - ’ ¥

0‘-‘ ‘\O 0@“ B‘bq Qﬁd ‘!@ YQ \‘fﬁ\ 3\)0 N 0(} ‘\0“ 000 B'b(\ ((60’ \:@‘ v@ \x@‘\ 3\5(\ SQ
»Leveraged Loans » High Yield

The asset and wealth management industry is facing numerous headwinds, chief among them being ongoing pressure for
lower fees. Traditional asset and wealth managers feel this pressure acutely, which has likely contributed to their relative
underperformance. Structural headwinds remain for the asset managers, including the shift to passive, active
underperformance, pressure/transparency on fees, and more regulations, which come with higher costs and complexity.
In addition, market volatility later in a cycle generally does not bode well for interest in the sector and valuations. ESG
has been a major theme and growth driver for flows.

Key questions for the Asset Managers into 2021 include: (1) What's the outlook for flows by strategy (value vs. growth,
etc.), asset class, channel & geography in this market backdrop? (2) What is the outlook for active flows & pricing in this
more volatile backdrop and how is performance? (3) Where are institutional allocations headed? (4) What new product
areas are gaining traction, incl. ESG (environmental, social & governance)? (5) What is the impact of e-broker
consolidation? (6) What is the outlook for semi-transparent ETFs post recent approvals? (7) What is the outlook for
margins / expenses given inv areas and efficiency plans, but volatile markets? (8) What is the outlook for cash use (M&A,
BBs, debt pay down, & seed) & taxes/election?

Growth will be driven by:
Corporate Finance Financial Restructuring Financial and Valuation Advisory
a Contin.ued ex_pansqu into Europe and » Growing availability and use of leverage » Increasing client relationship focus
the Asia-Pacific region _
m ncreasingly complex balance sheets n Utilization of industry expertise
n Building out our Capital Markets and _
Fund Placement platforms s Continued globalization of financial ® Increasingly complex regulatory and tax
restructuring environments
® Adding incremental domain industry _ _ _
expertise ® Increasing restructuring of different s Greater fransparency requirements
asset classes

m Increasing deal size and deal fees



Alt managers, which have been the sector’s sole bright spot during this time, are more insulated from fee pressure due to
the lack of passive alternatives to drive fees down. Most investors still value the diversification offered by alternative
assets, particularly late in the economic cycle. Fundraising for alternatives and real asset valuations benefit from a
prolonged zero interest rate environment. Fee-Related Earnings (FRE) should benefit from a prolonged low-rate
environment and larger players are expecting to capture market share. Fee-related earnings (FRE) is a recurring earnings
stream used to assess core operating performance for the alternative asset managers and consists mainly of management
fees charged on fee-paying assets under management (FPAUM). While management fees make up the majority of fee
revenues (88% on average for the most recent year), monitoring/advisory, transaction, and other fees are also included,
while base compensation, G&A, and other operating expenses make up fee expenses. Given that FRE is relatively stable
and predictable, due to the anticipation of fundraising cycles and long term nature of locked up capital commitments and
perpetual capital, it is the highest valued portion of alternative asset manager earnings and utilized for valuation. Over
the last 5 years, FRE has grown at a 14% CAGR, on average, for the alternative asset managers, driven by increasingly
larger successor funds and expanding private capital strategies (including some acquisitions). During that same time
period, the FRE margin has expanded 150-200 bps per year to an average to 44% in 2019, as firms realize the benefits of
additional scale.

FRE growth to remain attractive moving forward FRE margin expansion is expected to continue over time
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As we emerge out of COVID there should be improving portfolio performance and an acceleration of monetization activity.
With private markets only estimated at mid/high single digit to low/mid double digit of the overall market, yet delivering
attractive and diversified returns, expect healthy allocations and growth to continue ahead.

Key questions for Alternative Managers into year-end are: (1) What's the outlook for distributable earnings (DE) given
good fee-related earnings (FRE)/margin trends, but a muted near-term realization outlook? (2) What
challenges/opportunities has this environment provided for firm fundraising? (3) What is the outlook for
deployment/returns given healthy dry powder levels, some attractive opportunities, & rebounding portfolio performance?
(4) What's the outlook for index inclusion & stock ownership trends? (5) How big of an opportunity is the 401(k) market &
what is the timing? What is the outlook for taxes given gov't spending/election?



We expect a prolonged zero interest rate environment
to increase the pace of allocation to alternatives
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A BAML study shows that relative performance ranks of 3 and 5 year track records is a key driver of flows and therefore
asset manager earnings and valuations.

There was a large deal in the space this year when Morgan Stanley bought Eaton Vance for $7B in October. Another deal
earlier in the year took place when Franklin (BEN) bought Legg Mason (LM) for $4.5B. There have been several smaller
consolidation deals in the capital market names as well, in December Waddell & Reed (WDR) bought at a healthy
premium for $1.7B by Macquarie.

Management Commentary:

Blackrock (BLK) on inflows and demand for alternatives: “Our broad-based platform, pairing diverse investment
capabilities with best-in-class technology and rigorous risk management, has now generated almost $400 billion of total
net inflows over the last 12 months, representing 7% organic base fee growth. Not only did we see positive flows across
all asset classes, investment styles and regions for the quarter, we have also generated positive flows over the last 12
months across each product type on our active platform, evidencing the strength of our alpha generating

capabilities. Overall demand for alternatives also continued, with nearly $5 billion of net inflows into illiquid and liquid
alternative strategies during the third quarter, driven by infrastructure, real estate and liquid alternatives. Momentum in
fundraising remains strong, as we have approximately $23 billion of committed capital to deploy for institutional clients in
a variety of alternative strategies, representing a significant source of future base and performance fees.”

Artisan (APAM) on second-generation and third-generation strategies: “Our second-generation global strategies
continue to experience strong demand, in particular from non-U.S. institutional investors. Year-to-date, the second-
generation strategies have raised $1.6 billion in net client cash flows. And our third-generation strategies continue to see
extremely strong business development, particularly in the U.S. wealth channel, which we expect to be a source of long-
term secular growth. Year-to-date, the third-generation strategies have raised $5.7 billion in net inflows, an annualized
organic growth rate of 63%."

Focus Financial (FOCS) on its business model: "We have extended our presence in key wealth management markets
across the U.S. and extended our track record of acquiring excellent firms with strong records of growth. We have also
further expanded our presence internationally. Through mergers, we are substantially accelerating the speed at which our
partner firms are growing their businesses. We remain highly selective and continue to maintain strong multiple
discipline. We can do this because we acquire firms whose founders highly value their entrepreneurship and operational
independence by gaining Focus as a partner. Our business model is the only one in the market that is based on the
noncontrolled structure, yet provides access to deep intellectual expertise in permanent growth capital. This is an
important, but often overlooked competitive distinction.”

KKR (KKR) on capital raising and deployment: “"New capital raise totaled $8.7 billion in the quarter, driven by fundraises
across private markets in our U.S. real estate strategy as well as across 3 strategies in Asia: real estate, infrastructure and
private equity. he $32 billion of capital raised year-to-date importantly sets us up with $67 billion of dry powder, which is

a high point for us. Now focusing on this deployment more specifically. Our private markets business had a record



investing quarter with $6.2 billion deployed, which was largely in transactions that were entered into during the more
heightened market dislocation in the spring and early summer. In Europe, 2 previously announced core PE investments
closed. Our infrastructure team continued to find compelling opportunities across various sectors in Europe and in Asia,
and a number of Asia PE investments closed, including our investment in Jio.”

Blackstone (BX) on thematic investing: “Yes. I think as investors, being thematic is the best way to do it. And you tend
to be more proactive and you have a clear view. You can build a management team and have real conviction. And today,
I think you have more conviction and more thematic opportunities around some of these faster-growing sectors that are
benefiting from the enormous transformation that's going on. So that's the movement of goods, from physical retail to e-
commerce, which you can play in digital payments. You can play it in last-mile logistics. It's the content explosion that's
happening as we go directly from movies and TV shows and video games and music from the producers directly to our
mobile devices. A good example, we have a video game online advertising business that's been doing quite well. Digital
infrastructure, fiber, data centers, towers, another area where we've deployed a lot of capital around the globe, it's got
real tailwinds. And the migration to the cloud would be another area. Life sciences, which I mentioned, we've been so
active in, it's getting a huge boost. And then green energy. And it's not just in private equity. I mean, in green energy, for
example, we've really pushed in our credit area, doing a bunch of recent deals in the renewable space. So if you can
identify some of these big themes, mostly technology-driven, then you can sort of play them directly or also one
derivative.”

Carlyle (CG) on its businesses: “We operate in 4 businesses. First, our most known business is our Corporate Private
Equity business. It's the biggest. It's $85 billion of assets under management. It's generated mid -- low to mid net IRRs
for a long, long time, very consistent performance. These are big buyout and growth capital funds within U.S., Asia,
Europe, Japan, et cetera. And it's really what -- when people think about our brand, that's what they think about. Second
is our credit business. It's really quickly growing. It's really a lot of white space in front of it still, $53 billion of AUM,
various investment, risk and liquidity strategies. It's got -- it's done really well, and I'm excited about what it can continue
to do. Third is our Investment Solutions business. It too is about a $52 billion assets under management. That business
invests in primary funds on a fund to fund basis, secondaries and also co-investments, and it's grown also real nicely over
the past year or so. And then finally is our Real Asset business. It's a $40 billion AUM business with an exceptionally
strong U.S. real estate platform.”

Ares (ARES) on importance of Asia investing: “Yes. Look, Asia -- I'm going to oversimplify it and everybody can do their
work. But if you were to map out expected GDP growth over the next 20 years, you will find that the Asia Pacific region is
predicted to outperform for all the reasons that we all know. So if we're going to be a global asset manager and offer
global solutions to our global client base, we have to be in Asia. We have to be in Asia in a scaled, diversified way in the
way that we've built our business in the U.S. and Europe. And you can't ignore it, right? And I think that if you adopt a
growth mindset as a company and you think about business building, we have to be looking out 10 or 20 years with a
view as to where the market is going and not be complacent. Asia is going to be very interesting for us because those
markets are still developing. And the same way that we don't talk about Europe necessarily as one thing because we have
people in local markets where there are different cultural challenges or regulatory frameworks, the same is true for

Asia. And so in order to be successful there, we think we have to be pan-Asian, we have to be hyper local in the way that
we build our business, in the way that we exploit our relationship networks there. But we have to be global in the way
that we think about the business build in terms of how we bring capital into the market, types of partnerships that we can
develop to scale up.”

Apollo (APO) on public versus private markets: * But we're seeing some selective distressed opportunities. And even
though the public markets are overvalued relative to fundamentals, as we discussed, we're seeing the bottom 25% of the
public markets trading around a 10 P/E. So the markets no longer care about cash flow, right? I mean, they care about
growth. And that's what they're focused on. There used to be about 8,000 public companies. Now there's just over
4,000. There's 35,000 private companies. And so in many cases, the public markets aren't an appropriate home for even
larger cash flow-oriented companies that might have -- might not be industry leaders or might have some complexity to
their business. They might be in multiple business. They may not be in tech businesses. They may have some

cyclicality. And so we see that as a good ground for doing deals. And we would expect our pipeline is building as is
others. And we would expect to be announcing some stuff shortly.”

OptionsHawk Executive Summary and Top Picks



Among the Traditional asset management group, I continue to favor Blackrock (BLK) as one of the best companies in
the entire market capitalizing on the key changing dynamics of the investment business and making smart tuck-in
acquisitions, though T. Rowe Price (TROW) also continues to screen well across all metrics and a high quality name.
The mid-tier names are not all that attractive, Janus Henderson (JHG) is cheap on valuation, received a large
investment from China, and offers a big 4.9% dividend yield. The small caps have some attractive names seeing solid
AUM growth and could be further consolidation targets, Cohn & Steers (CNS) screens very strong while Artisan
(APAM) has a good team and vision. Focus Financial (FOCS) a big winner in 2020 continues to be set up well for the
M&A environment and posting impressive growth.

In the Alternative space, Blackstone (BX) screens best for value/yield while also still being a top operator. The mid-tier
market cap names there is not a ton of separation on metrics but Apollo (APO) is cheap, has a big yield, and expect it
to be active with deals in 2021, so like it while also Ares (ARES) growth strategy in Asia is attractive. Hamilton Lane
(HLNE) is the small cap play and sets up very well in this environment, strong fee-earning AUM growth.

Broker & Exchange Components: SCHW, XP, CME, ICE, MKTX, NDAQ, TIGR, TW, CBOE, XP, IBKR, BGCP

Capital Market Components: JEF, RJF, NMR, LPLA, VIRT, SF, LAZ, HLI, EVR, PJT, MC, FRHC, PIPR, COWN

This group has changed a lot the last two years via further consolidation, Morgan Stanley with a $13B deal for E-Trade
and Schwab and Ameritrade merging.

In the investment brokerage group, DARTSs is a group-specific metric released monthly, daily average revenue trades. The
group also tends to benefit from strong markets and increased trading activity. Net Interest Margin, Net New Assets, and
Total Client Assets are other observable metrics. Increased capital flexibility should lead to dividend raises, buybacks, and
further M&A. The industry saw a lot of change in 2019 with the move to zero commissions as well as the pending Schwab
acquisition of TD Ameritrade while Robinhood a major new player as well as other robo-advisors like Wealthfront and
Betterment. An increasingly lower rate backdrop and near peak retail engagement for the cycle are additional headwinds.
Given these shifts, the revenue outlook has become more uncertain, the need for scale, efficiency, & client assets has
taken on even greater importance. Core revenues continue to decline given weaker spread-based revenues (rate
pressure), fee-based revenues (increased fee waivers, but higher average markets), and transaction revenues ($0
commissions, but elevated trading activity).

Q3 was favorable for capital markets activity with markets strong. Trading volumes were mixed y/y, with US Cash
(+44%) and US Options (+49%) higher, while US Futures (-21%) and Euro Futures (-18%) were lower. I-banking
activity was also mixed y/y, with stronger equity cap markets (ECM; +55%) and announced M&A (+4%), but lower
completed M&A (-56%) and debt cap markets (DCM; -19%). Interest rates remained lower, as the Fed remained near
zero & some macro/virus uncertainty persisted, while credit spreads narrowed. Equity & fixed income markets were
higher in 3Q while long-term mutual fund flows improved driven by better fixed income flows.

Key questions for the Brokers in the current environment include: (1) How is capital markets activity trending in 3Q post
an active 2Q, and the outlook for IB & trading given the backdrop? (2) How could COVID19 vs. pro-growth policies vs.
election impact the revenue, cost, tax, capital, & ROE outlook? (3) What's the outlook for the EU & Asia with Brexit/MiFID
& trade wars? (4) Given the CCAR test & COVID, what are expectations for capital return? (5) What is the outlook for
efficiency ratios? (6) What is the magnitude of M&A opportunities, new growth areas (WM/IM) or tech opportunities? (7)
What is the ROE outlook in 12-18 months and 2-5 years? And key questions for the online brokers are (1) How has the
competitive/strategic landscape changed given recent acquisitions & $0 commissions? (2) What is the outlook for NII
given lower rates, rising cash balances, rebounding margin loans, & competition? (3) What are the main drivers of NNA
growth & retail trading volumes & can strong 1H20 NNA/client engagement trends continue? (4) How are trends for RIAs
& Retail, margin, advisory, & PFOF? (5) What is the outlook for exp/margins, investments, & taxes/election? What are
capital priorities?

The exchange stocks have performed better than most financial peers for the most part with Bond/Credit names like
MKTX and TW outperforming as electronic trading tailwinds continue to be favorable, though CME and CBOE have been
very weak. Many of the exchange names are also seeing a positive margin mix shift with data & analytic service offerings.
Secular trends including market automation, passive investing and regulation are reshaping the capital markets landscape
and driving strong customer demand for data and technology solutions. The group often performs well in times of Macro
uncertainty and increased volatility, a defensive group. Trading volumes may moderate into 2021 after key events in 2020
like the US Election, COVID, and Brexit make for difficult comps.



Key questions for the Exchange companies into year-end include: (1) What's the outlook for volumes across products
given some tougher volume comps, mixed volatility & lower rates, and some structural headwinds & tailwinds? (2) What's
the outlook for competition/market share with pricing, listings, market data, and new growth areas? (3) What is the reg
outlook with the SEC market data review, as well as EU regs (MiFID II/EMIR), Brexit, global items (Basel rules, etc.), &
2020 Election? (4) What's the outlook for exp/margins, cash use/M&A, & taxes/election?

Management Commentary:

Houlihan Lokey (HLI) on the business environment: “Our second quarter benefited from a significant increase in
closings and financial restructuring, very strong capital markets and an improving M&A and valuation market. Currently,
the overall economic environment is very conducive to our balanced business model. Our financial restructuring results
are at record levels, and we expect to experience elevated levels for some time. Meanwhile, the favorable interest rate
environment and stable asset valuations over the last few months have prompted strategic firms and sponsors to reenter
the M&A marketplace. This has led to improved deal closings versus Q1, but more importantly, to a substantial increase in
new business activity, which should have a positive impact on subsequent quarters.”

PJT Partners (PJT) on growth in restructuring: “Revenues in our global Restructuring business were up sharply for the
quarter and for the 9 months compared to comparable periods a year ago. The ever-increasing collaboration between
Restructuring and the rest of our firm enables us to leverage our collective expertise, consistently delivering exceptional
results for our clients. During a market backdrop characterized by economic contraction, dislocations and disruptions, our
team has excelled. While the pace of new restructuring activity is likely to slow in the near term, we expect it to remain
elevated relative to historical levels. There are a significant number of companies and industries whose businesses have
been meaningfully, and in some cases, permanently compromised by dislocations caused by the pandemic. Accordingly,
we expect to see an active restructuring environment for the foreseeable future.”

Evercore (EVR) on strength in Non-M&A business: “"Non-M&A activity, including Underwriting, has been a distinct
opportunity during the past several months and has become an increasingly important part of our business in the current
environment. We've been able to support clients to enhance their liquidity, raise investment capital and shore up their
balance sheets. We are particularly proud of our CAPS product, which is designed to be an alternative to SPACs, which we
originated during the quarter and which we are in the early stages of building our convertible securities capability,
including enhancing our distribution capabilities and our origination team.”

XP (XP) on metrics: “The DART is the same story we told last quarter. I mean the numbers have stabilized in a very high
plateau of 2.7 million trades per day. And when we look at the market share, in equity retail, we kept our leadership, but
not only cap the leadership, but we are able to increase our market share in a very favorable market for newcomers to
the stock market in Brazil. And in terms of custody, equity custody, we now are by far #1 with 28% of market share in
equity custody. And our NPS, around 70, keeping the highest of the industry so far.”

TradeWeb (TW) on headwinds and share gains: “At Tradeweb, cyclical macro headwinds from subdued rate volatility
and lower yields continue to partially mask encouraging secular and organic growth across our rates, credit and money
market asset classes. Our team remains focused on the future, operating purposely to execute on our growth road map
by managing what's within our control, which is relentlessly engaging clients, innovating with technology and improving
trading workflows to gain share. Amidst the backdrop of heavy stimulus driven issuance, the composition of the U.S.
treasury market has shifted towards the institutional sector as client activity served while wholesale activity slowed. At
Tradeweb, share gains within institutional have been driven by existing clients doing more business, competitive share
gains versus Bloomberg and further inroads into the Tivo market, capitalizing on the recent wave of short-dated
issuance. Looking ahead, we are also investing in driving adoption of our early-stage protocols such as STAQ, Tradeweb
Plus and request-for-market, RFM.”

MarketAxess (MKTX) on low penetration: ™ And just on that first item, which is priority #1, to increase market share in
our core products, what you see on this page, the left side shows our best estimate of average daily market volume
across those -- across our credit products, and it comes out to about $70 billion a day. Around $60 billion of that would
be in our core 4 products. So across U.S. high-grade, U.S. high yield, emerging markets and Eurobonds. Overall electronic
penetration in our market share does vary by product, and our best estimate -- if you look at our market share, our best
estimate for our core 4 products, it ranges from low double digits in Eurobonds, the mid-teens in high yield and emerging
markets and over 20% in U.S. high-grade. When you combine those 4 products together and look at it on a composite
basis, we've traded about $10.5 billion a day in those 4 products in 2020. So our composite market share would look
something like the mid-teens. Treasuries is a newer area for us. It's -- right now, we're primarily active in the dealer-to-



dealer space, and our market share there is somewhere in the 7% to 8% range, but the big investment and the big push
for us is to leverage our client network and to build out client-to-dealer trading capabilities in treasuries.”

CME Group (CME) on low volatility, product groups: “We continue to see historically low levels of volatility in several of
our asset classes, which began in the second quarter. During the third quarter, we averaged 15.6 million contracts per
day, down from 17.6 million contracts per day in the second quarter. We're fortunate to have a broad product portfolio.
During the third quarter, we saw strength in our Equity business. Our higher rate per contract Metals and Agricultural
products delivered volume growth in Q3, and FX volume recovered an average of 100,000 contracts per day, higher in Q3
than Q2. Our Market Data business during the quarter had exceptional results, with revenue of $139 million, the highest
quarter in our history. Clearly, the lack of volatility is impacting 2 of our largest asset classes, Rates and Energy. That is
the current reality, but not a permanent one.”

Intercontinental (ICE) on Data business: “Servicing data, which ranges from organizing raw and unstructured data
such as with this MERS database example, to our analytics, indices and connectivity solutions across asset classes, these
are a core competency at ICE, a competency that we apply across all of our businesses. The types of data, information
and analytics that we're creating helps our customers transact, manage risk and become more efficient. Coupling the
high quality of our data, our technology and the productivity of our sales force, this expertise has been core to building a
track record of consistent and compounding growth. Through an array of challenging economic conditions, our data
business has proven to be resilient. And at a time when some of our peers have understandably guided to revenue
erosion, our platform is seeing an acceleration, having registered its 43rd consecutive quarter, nearly 11 straight years of
year-over-year revenue growth.”

CBOE (CBOE) on its leadership in options: “Cboe has since become known for other products and services, but we have
always remained committed to being a leader in the equity options space. Our recent initiatives have focused on
accessing and engaging in broad market through our acquisitions of Hanweck, FT Options and Trade Alert, the expansion
of our Options Institute offering and the introduction of products for sophisticated retail market participants. In the third
quarter, retail trading led the way to a 42% increase in equity options trading at Cboe with smaller short-term positioning
trades. Each of our 4 options exchanges saw year-over-year increases in average daily volume. Zero broker commissions
and free trading apps ushered in a new generation of retail traders who continue to contribute to record volumes in
2020.”

OptionsHawk Executive Summary and Top Picks

In Capital Markets, LPL Financial (LPLA) is the best-in-class operator seeing strong AUM growth and high ROCE. There
are a few smaller cap names that could eventually become M&A targets with Evercore (EVR) always screening strong,
Houlihan Lokey (HLI) a niche play on the M&A market strength, and Freedom (FRHC) a very strong growth story.
These names look way more attractive than larger peers like Raymond James (RJF), Stifel (SF), Lazard (LAZ) and
Jefferies (JEF). PJT Partners (PJT) is one of the smallest names and screens very strong across growth and efficiency
metrics.

In the Exchange & Broker group, XP Inc. (XP) is a high growth story in Brazil that you need to separate from the group
and continues to look like an attractive long-term own. MarketAxess (MKTX) and TradeWeb (TW) are both great
stories but MKTX with the better margin profile, growth and history of execution despite the premium valuation still the
preferred name, while TW still quality. Intercontinental (ICE) the best-in-class operator of the big exchange plays and
doing a large deal for Ellie Mae while CBOE (CBOE) is the value play and liking its data & analytic acquisitions, though
the stock has been a laggard it stands out as the one with the most turnaround/upside potential. Schwab (SCHW)
should continue to thrive as it integrates its large TD Ameritrade deal and becomes the only pure-play leader in
brokerages.

Financial Tech and Services

This expansive groups falls under the Financials umbrella but features an array of different industries with Credit Services,
Payment Processors and Technology, Financial Data, Risk Management & Analytics, and Real Estate Services. In here we
find some of the best growth names in this sector due to the prominence of online payments, digital transformation of
banking and financial companies and overall higher global consumer spending.

Credit Card & Mobile Payment Components: AXP, COF, DFS, V, MA, PYPL, SQ



ment Processors & Transactional Service Components: FLT, GDOT, PAYS, WEX, FIS, FISV, EEFT, EVTC, EVOP,

GPN, QIWI, BCO, CATM, DBD, NCR, WU, IMXI, USAT, GSKY, IIIV, RPAY, STNE, ACIW, PAGS, FOUR, EPAY, VRRM

The credit card / services group is one where we look at industry-specific metrics like NCO (net charge-off) and DQ
(delinquency) rates. It is also a group set to benefit from higher rates, reduced regulations, and increased consumer
optimism. PayPal (PYPL) is the disruptor in this group with the increased amount of online transactions and now has
partnerships with both V and MA. Square (SQ) is another up and coming name in the group with the growth in mobile
payments. This group includes remittance (WU, EEFT, IMXI) and fleet/B2B (WEX, FLT, EPAY, VRRM).

Total card volume (Visa, Mastercard, and numerous local schemes)
Global payments TAM (total addressable m:?rket), across carded, are expected to deliver ~5-14% CAGRs (2019-2023E), with APAC,
ACH, and cash & check totals to ~$240tr, with only ~13% carded y ;
LatAm, and Eastern Europe as faster-growth geographies
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Card Networks provide and maintain the infrastructure necessary to facilitate electronic forms of payments. The four
largest U.S. players are Visa (V), MasterCard (MA), American Express (AXP) and Discover (DFS). Of these, V has the
largest share of Gross Payment Volume (GPV) at 59% followed by MA (33%), AXP (6%), and DFS (2%). The companies
earn revenue by connecting issuers and acquirers involved in a transaction in exchange for a fee generally based on a
percentage of total transaction volume. V and MA do not issue cards themselves (unlike AXP and DFS, which are hybrid
networks/issuers), but partner with financial institutions that issue cards that utilize either network for authorization,
settlement, and clearing of payment transactions between consumers, merchants, and businesses. The payment
processors group has seen a lot of consolidation in recent years, FISV, FIS, and GPN completed transformational
acquisitions in 2019 for nearly $80B in combined equity value.

Number of Worldwide Non-Cash Transactions (Billion), : Fintech helps
2016-2021 make payments:
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Fin-Tech: BR, EFX, FDS, INFO, MCO, MSCI, SPGI, MORN, VRSK, RELX, TRI, TRU, CDLX, DFIN, FICO, JKHY, IT, SNEX|

ALU, DNB, ENV, PAGS, AON

The financial technology industry encompasses technology-enabled firms offering financial services, as well as entities
providing technology services directly to financial institutions. Fintech companies employ technology to support financial
transactions among businesses and consumers. Fintech is a combination of technology and financial services that’s
transforming the way financial businesses operate, collaborate, and transact with their customers, their regulators, and
others in the industry. All types of companies, from startups to tech companies to established firms, are using fintech.
The fintechs are the disruptors; businesses that are looking to challenge the traditional financial services model. Mobile
banking is a large part of the fintech industry. In the world of personal finance, consumers have increasingly demanded
easy digital access to their bank accounts, especially on a mobile device. Running parallel to fintech is the birth of
cryptocurrency and blockchain. Though both are different technologies considered outside the realm of fintech, there are
complimentary applications in which all three can work together to deliver new kinds of financial services. Fintech has
caused an explosion in the number of investing and savings apps in recent years. More than ever, the barriers to
investing are being broken down by companies like Robinhood, Stash and Acorns. Fintech is also overhauling credit by
streamlining risk assessment, speeding up approval processes and making access easier. While insurtech is quickly
becoming its own industry, it still falls under the umbrella of fintech. Insurance is a somewhat slow adopter of
technology, and many fintech startups are partnering with traditional insurance companies to help automate processes
and expand coverage.

Fintech typically falls into four categories of customer service, compliance, financial service and business processes
broken down below:
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Revenues from Fintech are expected to increase from $150B in 2018 to $500 billion by 2030 at an average annual growth
rate that’s about 3x faster than the larger financial industry’s projected revenue growth according to UBS. Key Fintech
growth areas include digital payments, online lending, insurance technology (Insurtech), Wealthtech, and capital markets
technology. Al and Machine Learning will be key to improving traditional business processes. Fintech has seen a great
deal of investment activity from venture capitalists:

$128 billion invested globally into fintech. Investment in

expected to grow to $310 billion by 2022, a 25% annual
npec 9 Y Out of $254 billion invested in venture

growth rate.’
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S&P Global is the largest component in this group with a $77.5B market cap and participates in data & analytics, research
& commentary, benchmarks, credit ratings and ESG solutions. It notes key secular growth trends include rising total
corporate debt, investors searching for unique data, ESG momentum, China capital markets reform, assets shifting to
passive, and trade flow changes. MSCI estimates the Analytics TAM at $20B which aligns with other estimates seeing a
10-12% CAGR through 2027. HIS Markit estimates Information Services as a $250B market growing at a 5.1% CAGR.
The Risk & Business Analytics market is estimated at $23B and seen growing to $45.9B by 2024, a CAGR of 14.8%. The
Financial Software market is estimates at $21B while Professional Content estimated at $13B. Broadridge is a leader in
Governance, Capital Markets and Wealth Management services and sees long-term trends of mutualization, digitization
and data & analytics as favorable It estimates TAMs of $9-$13B, $10-$15B, and $6-$12B respectively.
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Real Estate, Loans and Tax Services: HRB, Z, FRG, RDFN, RLGY, RMAX, CLGX, CSGP, CBRE, JLL, CWK, NMRK, MMI,

CIGI, FSV, RKT, PFSI, WD, COOP, HTH, BEKE, EXPI, BKI, TREE, GHLD, CLCT, HH(

This is a diverse group that include service providers to residential and commercial real estate, ranging from home
buying, property management, property services, project/facility management, advisory, brokerage services, loan
origination, lending platforms, and more. Colliers estimates the real estate services market at $240B and notes it is highly
fragmented with the top five firms accounting for less than 20% of market share and seeing massive consolidation
potential.

For the US residential housing market annual brokerage market accounts for $1.5 trillion with 5.3M existing homes sold
annually. Real estate sales and brokerage revenues have grown at a 4.3% CAGR since 2008. The mortgage industry has
$1.3 trillion annual purchase origination loan volume and Title/Closing a $17B annual revenue industry. The tax industry
is a $21B annual industry. Large and growing markets include the $44B mortgage originations market, $35B escrow
market, $45B property management services market, $99B home insurance market, $2.5B home warranty market, $355B
home renovation market and $18B moving services market.
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Total Commercial Real Estate Mortgage Originations
(dollars in billions)
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Consumer Financing: WRLD, SLM, NAVI, SC, ALLY, SYF, ENVA, CACC, NNT, PRAA, AD

The consumer loans market is estimated at $70B while Small Business Finance an $82B industry.

Business Development Components: HTGC, FSKR, STEP, OMF, GBDC, CODI, CNNE, MAIN, ORCC, PSEC, TSLX

Business development companies provide businesses with capital, and in turn, give people access to investments that
were once exclusive to the wealthy. The purpose of a BDC, like any investment company, is to invest its shareholders’
money to generate income and turn a profit. While venture capital and private equity funds are open to only a few
wealthy investors, BDCs allow anyone to purchase a share on the open market. The middle market loan market consists
of about 200,000 private businesses in the U.S. that make up roughly 33% of GDP. These are small companies, generally
non-investment grade, and so large banks are less likely to lend them growth capital. Arguably the most important
distinction that a potential BDC investor must make is between internally and externally managed BDCs. Internally
managed BDCs such as Main Street Capital (MAIN), Triangle Capital (TCAP), and KCAP Financial (KCAP) generally have
lower costs due to a lack of external management fees, as well as compensation incentives that are better aligned with
shareholders because usually they are based on growth in NAV per share. The key metrics for BDC's are weighted
average portfolio yield, NAV/share, the non-accrual ratio, and the NII payout ratio.

Management Commentary:

Square (SQ) on Cash App: “Now moving on to Cash App. With Cash App, we've continued to find ways to make financial
services more relatable and accessible for individuals. We have seen strong adoption across the Cash App ecosystem,
including our stock brokerage products, which have seen the fastest adoption of any product to date. Since launching it
less than a year ago, more than 2.5 million customers have bought stocks using Cash App, and billions of dollars have
been traded by the end of the third quarter. In October, we expect Cash App gross profit growth of more than 160%
year-over-year. We continue to grow the network through strong new customer acquisition, drive adoption of our
products and see healthy engagement and daily utility. Given Cash App's incredible growth year-to-date in 2020, we will
lap particularly challenging comparisons in the second and third quarter of next year.”

MasterCard (MA) on B2B: "I think the thing about the B2B opportunity as things we've been doing for some time now
as a company and things which are paying off in the short term. And this is all the activity which goes on in our
commercial business on card rails. And we mentioned to you historically that we have roughly 11% of our GDV, which
relates to our commercial capabilities and our commercial products. And that includes our small business propositions. It
includes our T&E propositions, our purchasing card propositions as also our virtual card capabilities. And we're clearly
market leaders on the virtual card side. We've created initiatives across several areas on that front and continues to
remain an important part of what we want to do from a B2B standpoint. I know there's a lot of discussion and dialogue
around Mastercard Track BPS, and I'll come right to that. They're closed-loop ecosystems where the person who's
processing the payables has a unique set of suppliers who they can pay to, but that's the extent of their reach, and there
are all these islands which exist.”

Visa (V) on the still large opportunity in digital payments: “If you look at the so-called developed markets, the U.S.,
Europe, where we've been at it for a very long time, there's still a ton of cash to digitize. Our payment volume across the



network is about $8 trillion today. There's $18 trillion in cash still left. That has even gone up in the last 4 years, even
though we've digitized a lot of cash. So that gives you a sense of how much more is left. And out of that $18 billion and
$8 billion, or almost as much as the volume we have today globally is in the developed markets. And there are 3 vectors
of growth that are still left in our traditional consumer payments business. And then, of course, the third vector of growth
is the shift to e-commerce, which, even though there's been an acceleration of the shift, there's a long way to go. I
mean, e-commerce penetration was still quite low coming into this, and there's a significant amount of runway there.”

Fiserv (FISV) previewing its Investor Day: "I think we'll answer every question everybody's ever asked about this
company, including the size and scope of our e-comm business, which we're darn proud of; how Clover will continue to
win in the market; why we believe we have one of the strongest cloud-enabled companies in the fintech space; why our
technology stack wins; why the client gives us orders regularly that allows us to have the sales numbers we have; how
the integration of these companies have made it so much better; why we are able to accelerate our synergies and raise
our synergies at the pace we have; be very clear on our capital allocation strategy; show how we have a decade of
growth; and be able to have people understand that this tried and true EPS growth model to double-digit EPS growth
model is very sustainable; the resilience and the sustainability of our recurring revenue and how we're going to continue
to accelerate growth.”

PagSeguro (PAGS) on the long runway for growth: “Brazil still has a long road to run, as online represents less than
5% of the total retail sales, bringing a relevant opportunity to PAGS to explore a potential addressable market of almost
BRL 130 billion in TPV, assuming that Brazil can reach similar online penetration levels compared to U.S. Accorded to
Ebit/Nielsen survey, in the first 6 months of 2020, online sales grew 4% (sic) [ 47% ] year-over-year, meaning a growth
3x larger-than-expected before COVID-19, the highest growth in the last 20 years. Brazil reached 41 million online users
having almost 7.5 million new ones only in the first half of this year. Additionally, 58% of the total users made online
purchase at least 4x in the period. And 20% of the users did more than 10 purchases in the period, showing a very
healthy combination of new users, both sellers and consumers and recurrence. PAGS is well prepared to explore this
growth. As we have one of the most complete platforms that combines web checkout for micro, small and medium
businesses, many of those going online for the first time; a complete end-to-end acquiring platform for marketplace in e-
commerce, with the recent acquisition of MOIP; wallet services for consumers in cross-border trade with our BoaCompra
company.”

FleetCor (FLT) on some of its challenges: "I think, in some cases, yes, certainly, our gift card business, our brick-and-
mortar retailers, is that the way of the future? Probably not, and so as you know, it's not our favorite business. But
nonetheless we do operate it. We do try to continue to grow where we can. But it's always going to face a headwind in
the new digital world, right, and folks like Amazon and such. One, because we're still out where some of our competitors
may not be.”

Shift4 Payments (FOUR) explaining its business: “So Shift4 Payments, one of the largest, fastest-growing integrated
payment companies that no one's really ever heard of. So over 200,000 businesses in the United States rely on some
form of Shift4 Payment technology. They, on average, process over $200 billion a year in payment volume. When you
think about the integrated payment landscape, which means you're connecting software to hardware, to analytics, to
encryption payments, we live on the extreme end of the complexity scale. Well, in our world, our customers are using
multiple different software applications that all need to be networked together. So it's very complicated. So examples of
our customers would be like Hilton or Hyatt or Ruth's Chris or Pebble Beach or really half the Las Vegas strip runs on
Shift4. So like Caesars Palace and stay suites would be examples. So very sizable portion of food beverage, hospitality
and specialty retail commerce in the U.S. is powered by Shift4's payment platform.”

Repay (RPAY) summarizing its business and TAM: “"We started in the loan repayment space, specifically in personal
loans. We now have other sub verticals within loan repayment. We're in auto, mortgage, credit unions. But we started in
personal loans, really providing debit card processing to personal lenders who have been really slow to adopt electronic
payments in general. And so a lot of them are heavy cash and check and maybe starting to use ACH at that time, but a
lot of them never taken debit before. We were starting to go into auto organically and realized there were some players
that we thought made sense to acquire. So we started to acquire our way into auto, moved into that space. That's a $600
billion market opportunity, including captives, which we're now addressing the captive space as well. And then more
recently, through an acquisition, we entered mortgage and credit unions evented organically. And so that is a very nice
part of our business that probably represents somewhere around $1.3 trillion of TAM across those verticals. And then --
so that's where we started. And then more recently, we've now entered the B2B space. And that collectively represents



about $3.4 trillion of TAM. So in total -- our total addressable market across loan repayments and B2B now is about $4.7
trillion of annual payment volume. So much more comprehensive than when we started.”

RELX PLC (RELX) on online commerce & digital impact: “In Business Services, as you would expect, areas serving
online commerce are performing strongly. We continue to see high growth in products providing services for online
identity verification, fraud prevention and financial crime compliance. Both ThreatMetrix, a provider of digital identity
solutions, and Emailage, a provider of e-mail-based fraud prevention solutions, are growing in the 30% range. The
integration of Emailage, which we acquired earlier this year, is now largely complete and the development of products
combining new data sets is progressing well. I think the risk business, as a whole, is well positioned. Clearly, you've got
some pockets of -- where there are some challenges, but if you look at it overall, it's performing well. We -- the data --
the availability of data, the customers' willingness to engage with us on the potential for new products and if you take
Insurance, where I mentioned the connected car strategy, there's a lot of interest in those products and bringing together
data on people, assets, in an Insurance context, in a identity verification context, in fraud prevention, as you say, as more
and more of commerce goes online. So I think we remain very excited about what the -- what we can do with those --
the new technology, new data sets. In Legal, the same. I think the acceleration from print to digital is a good thing. And
once people are using digital reference products, you then have the opportunity to get the analytics products in front of
them and with new natural language processing techniques, machine reading, call it, AI, but what you can now do things
that even a few years ago you couldn't, and the analytics you can then bring to bear on legal information is that much
greater and the value you can add. And we see continued interest in those products and good growth in those products,
and we're continuing to innovate and develop them and add value to our customers and, ultimately, add revenue for
ourselves.”

MSCI (MSCI) on helping investors: “MSCI continues to play a central role helping investors build better portfolios for a
better world. We are executing our mission in 2 key interrelated ways. Creating indices that serve as underlying
components for client portfolios and equipping our clients with the essential ingredients for them to build their own
optimized portfolios. Indices as underlying components for client portfolios include benchmarks for active managers,
replication tools for indexed managers and underlying indices for listed futures and options, structured products and OTC
derivatives. These indices can cover a very wide spectrum of client portfolio construction needs from equities to fixed
income, from market cap weighted to ESG and climate overlays, and from factor tilts to thematic megatrends.
Consequently, indices as underlying components have a vast number of use cases, and therefore, our business
opportunities in this area are enormous. The essential ingredients to equip our clients to construct their own optimized
portfolios, include our factor, risk and performance models, our ESG ratings and screenings, our climate metrics and
Value-at-Risk models, and tools for thematic and megatrend exposures. Across these 2 interrelated offerings, we see
incredible opportunities that expand new product areas, new client segments and new capabilities. New product areas
include fixed income, ESG and climate and derivatives, to name a few. New client segments include wealth management,
corporates for ESG offerings and insurance companies for fixed income offerings. New capabilities in support of our new
product areas and new client segments include the enabling technology, and the strategic partnerships that we're looking
in a wide variety of different areas and with different entities.”

S&P Global (SPGI) on the China bond market opening: “During the quarter, Ratings completed 5 domestic ratings in
China, bringing the total to date to 18. In addition, the PBOC, CSRC and SAFE jointly released a draft policy to attract
international investors to the domestic bond market on September 2, which indicates another round of opening of China's
capital markets. The draft policy includes suggested actions to simplify the market access process, integrate access t