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Outlook Highlights

The US has reasserted itself as the dominant global economy.

While this cycle is becoming somewhat extended, there is nothing on the radar to suggest that the expansion will end any time soon.

The housing sector continues to be a mixed picture, but single family housing activity should improve in 2015 due to the continued strength of the labor
market, the decline in the rate of home ownership to a sustainable level, the easing of mortgage credit standards, attractive housing affordability and some
early signs of a resurgence in the rate of household formation.

The household sector continues to overcome roadblocks and will benefit from job growth and lower energy prices.

CAPEX spending remains disappointing and will suffer from reduced CAPEX spending in the energy sector. The aged state of the capital stock should provide
a catalyst to CAPEX spending once US corporations begin to shift focus from the short-term to the longer-term.

The robust job growth and decline in the unemployment rate are indications that the labor market continues to chug along the path toward a return to
normalcy.

The strength in the labor market is good news and what the Fed has been hoping to achieve since the labor market hit the skids in 2008. The labor market
should be firing on all cylinders by the end of this year.

The missing piece of the full employment picture continues to be any evidence of sustained wage growth.

US inflation has been suppressed by the weakness in commodity-based goods prices, but there has also been a deceleration in service related inflation. Core
inflation has also been decelerating; the lagged effects of lower energy prices has been a factor.

With the Fed back to a neutral balance sheet, the timing of the rate liftoff is the next important step in the normalization of monetary policy.

The Fed focus has shifted to inflation and wage growth as necessary conditions for the beginning of the rate normalization process later this year.
Policymakers expect to implement liftoff when “reasonably confident” that inflation will begin to return toward the 2% inflation target.

Janet Yellen indicated that the Fed will not take a “mechanical” approach to making policy decisions but look at a “wide array of data.” Stanley Fischer’s
three-point checklist is a useful guide, however.

The Fed continues to tinker with the details of the tools that it will utilize in the normalization process and will continue to do so over the next several
months.. Policy implementation and communication challenges remain significant.

Jefferies & Company, Inc. 2 Jeﬁeries



Business Cycle: Where We Are in the Cycle

The economy commenced the 6th consecutive year of growth at the outset of
Q3 2014. Since 1913, the recovery and expansion phase of the cycle has

lasted an average of 4 years. Since WWII, the recovery and expansion phase of GDP QoQ and YoY (%)
the cycle has averaged almost 5 years.
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While this cycle is becoming somewhat extended, there is nothing on the radar
to suggest that the expansion will end any time soon.
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The labor market entered the expansion phase of the cycle in Q1 2014 and
continues to improve. The expansion of the labor market, far-reaching effects
of the expansion of the energy sector and pick-up in manufacturing activity are

important for the continuation of the economic expansion. The late-cycle BE g 2888888588888 B888888 88
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Increased CAPEX spending to replace aged capital stock provides a potential
upside risk that has yet to materialize to a significant degree.

CAPEX spending in the energy sector has already suffered from the decline in
energy prices and will continue to do so.

Length of Recovery/Expansions: Prior Trough to Following Peak
(Months)
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Business Cycle: Sources of Growth...

The economy has grown at an average of a bit more than 2.3% per quarter during the current cycle. Private sector growth has
averaged almost 2.6%.

Consumer spending and fixed investment have made the largest contributions to growth, with investment spending being the second
biggest contributor The contribution from housing has been minimal.

Government spending has provided a drag of 0.2% per quarter on GDP growth during this cycle. State and local governments have
turned a fiscal corner and will continue to make modest contributions to growth going forward. The federal government will
continue to be a drag on growth.

The contribution to growth from the housing sector will improve now that the rate of home ownership has reverted back toward a
sustainable rate.

Anatomy of the Recovery & Expansion
Contribution to GDP Growth by Sector

2nd Est Recovery]|
Q12012 Q22012 Q32012 Q42012 Q12013 Q22013 Q32013 Q42013 Q12014 Q22014 Q32014 Q42014 Average

Real GDP 2.30% 1.60% 2.50% 0.10% 2.70% 1.80% 4.50% 3.50% -2.10% 4.60% 5.00% 2.20% 2.34%
PCE 1.87% 0.86% 1.32% 1.32% 2.45% 1.23% 1.39% 2.51% 0.83% 1.75% 2.21% 2.83% 1.58%

Durable goods 0.75% 0.16% 0.57% 0.64% 0.61% 0.33% 0.36% 0.42% 0.23% 0.99% 0.67% 0.44% 0.50%
Nondurable goods ~ 0.31% 0.13% 0.17% 0.02% 0.74% -0.03% 0.43% 0.41% 0.00% 0.34% 0.39% 0.57% 0.28%
Services 0.81% 0.57% 0.58% 0.65% 1.11% 0.93% 0.59% 1.69% 0.60% 0.42% 1.15% 1.82% 0.80%
Fixed Investment 1.24% 0.61% 0.45% 0.96% 0.42% 0.74% 1.01% 0.95% 0.03% 1.45% 1.21% 0.71% 0.77%
Nonresidential 0.66% 0.50% 0.09% 0.44% 0.20% 0.21% 0.67% 1.23% 0.20% 1.18% 1.10% 0.61% 0.62%
Structures 0.46% 0.27% -0.04% -0.19% -0.33% 0.19% 0.29% 0.34% 0.08% 0.35% 0.14% 0.14% 0.01%
Equipment 0.17% 0.03% 0.03% 0.44% 0.28% 0.09% 0.27% 0.76% -0.06% 0.63% 0.63% 0.05% 0.46%
Intellectual Prop 0.03% 0.19% 0.10% 0.19% 0.24% -0.31% 0.11% 0.14% 0.18% 0.21% 0.34% 0.41% 0.16%
Residential 0.59% 0.11% 0.37% 0.52% 0.22% 0.53% 0.34% -0.28% -0.17% 0.27% 0.10% 0.11% 0.15%
Chg Inventories -0.20% 0.27% -0.19% -1.80% 0.70% 0.30% 1.49% -0.34% -1.16% 1.42% -0.03% 0.12% 0.38%
Net Exports -0.10% -0.04% 0.38% 0.78% -0.08% -0.54% 0.14% 0.99% -1.53% -0.34% 0.78% -1.15% -0.15%
+Exports 0.19% 0.64% 0.28% 0.19% -0.12% 0.82% 0.67% 1.30% -1.30% 1.43% 0.61% 0.42% 0.73%
-lmports -0.29% -0.68% 0.10% 0.59% 0.04% -1.36% -0.09% -0.22% -0.36% -1.77% 0.16% -1.58% -0.88%
Government -0.56% -0.08% 0.52% -1.20% -0.75% 0.04% 0.04% -0.71% -0.15% 0.31% 0.80% -0.32% -0.24%
Federal -0.25% -0.08% 0.59% -1.10% -0.79% -0.26% -0.08% -0.79% -0.01% -0.06% 0.68% -0.54% -0.11%
State and local -0.31% 0.00% -0.17% -0.10% 0.04% 0.31% 0.13% 0.07% -0.14% 0.38% 0.13% 0.22% -0.13%

Source: Commerce Dept & Jefferies
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Business Cycle: Consumer Picture Is Gradually Improving

Overall, consumer behavior provides evidence that the Fed’'s QE has not had
a widespread impact on consumer spending.

Real PCE growth has been remarkably steady and tempered for an extended
period. Spending has been constrained by moderate wage & income
growth, while confidence has been slow to recover. The 2013 tax hike was
an impediment to faster spending rgowth.

The prospects for consumer spending will continue to gradually improve as
the labor market continues to generate job growth, wage growth finally
accelerates and confidence continues to rise. Lower energy prices will also
provide a lift to spending.

Student loan growth has dominated the increase in consumer credit since
the crisis, but has been slowing. Auto loans came to life in 2011 along
with vehicle sales. Revolving credit growth has recently begun to perk-up.

Total Consumer Credit versus Student Loans (bins)
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Business Cycle: Consumers Overcome Roadblocks

, , , Real Di ble P 1 Capit
Household disposable income was distorted and suppressed by eal Disposable Fersonal Income pertapita

the 2013 tax hike. The tax hike also caused disposable income to 540,000 Fiscal Cliff Tox Hike
downshift to a slower growth trajectory. zigggg 2008 Taxrebate
i . $37,000 Microsoft Dividend NJ-V /
Households were in the process of restructuring damaged balance $36,000 Wl\,J""
sheets prior to the ill-timed tax hike. With less income at their 535,000 ,--i/'/
disposal, households were forced to dig into savings to finance the ;gggg 2001 Taxrebate A~
tax hike and attempt to sustain a standard of living. $32.000 AN
$31'000 /v Source: St Louis Fed FRED Data Base
Growth in real PCE lost momentum as a consequence. $30,000 VA
B R R R R i
The good news is that real disposable income has recovered and cEEsEmmEEEEEEaEEEEEe R ER
the savings rate has returned back to 5%. This suggests that
consumers are in a more comfortable financial position, which
paves the way for faster spending.
US Savings Rate
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Business Cycle: The Role of Gasoline & Autos for Consumers

Lower gasoline prices tend to contribute to improving consumer
attitudes.

Lower gasoline prices also increase the potential for discretionary

spending to accelerate, especially in the lower half of the income strata.

Real PCE surged4.2% in Q4 of 2014, but this rapid pace has not been
sustained.

Rising auto sales have been driven at least in part by replacement sales
of an aged fleet.

The average age of all cars and trucks reached 11.4 years in 2013 and
remains elevated.

The behavior of auto sales suggests that there also may also be pent up
demand for other consumer durables that have an extended average
age.

Lower gas prices have been positive for light truck sales.

Jefferies & Company, Inc. 7
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Business Cycle: Still Mixed Picture in the Housing Sector

The housing sector remains a mixed picture.
Housing Affordability
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150

Housing affordability remains attractive.

After consecutive years of sharp increases, the rate of increase in home
prices has moderated and appears to be stabilizing.

100
Home prices remain well below the inflated prices reached during the 50
housing bubble.
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Business Cycle: Not the Typical Housing Recovery Part |

Some type of housing boom had led every prior recovery and expansion
since WWII. The housing recovery in this cycle has lagged the overall
improvement in the economy to-date.

The improvement in the housing sector has been led by multi-family
housing activity. Single family housing activity has been a significant
laggard.

Prospects have improved with the decline in the rate of home ownership
back toward a sustainable level.

The surge in Q4 2014 household formation, continued solid job growth
and low interest rates are also supportive.

Rate of Home Ownership (%)
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Business Cycle: Not the Typical Housing Recovery Part I

Both new home sales and existing home sales have improved since the

beginning of the recovery. Sales have also have remained erratic and lost
New (LHS) & Existing (RHS) Homes Sales

momentum. 1600 8
1400 -"\\,\ 7
Inventories in both markets remain low, which has been part of the problem 1200 A 6
with existing home sales $ 1000 5
3 800 4.2
. . . o 3 Y v F
Inventories also remain low in the new home market because the rise in new E €00 3
home sales and, consequently, new home construction have been slow and 400 W-WH,N"' 2
erratic. 200 ]
0 - T — - 0
: : - €858c588335888c888882:5550850
The trend in mortgage lending has not been encouraging and has reflected SE835835858833598383S883888888
tighter lending standards to a significant degree. The late 2014 agreement I S fxigng“ NET-esa
. Source: National Association of Realtors = —
by the Fed, SEC and HUD to loosen mortgage lending standards should help
to provide a lift to lending and the single family home sector.
Mortgage Application Indices Inventories in Months: New Homes (LHS) &
Existing Homes (RHS)
12000 600
Source: MBA 14 4.5
Refis (LHS)
10000 500 12 A P4
——Purchase (RHS) N ,\ 3.5
8000 - 400 10 ' V |5
. AW
6000 300 V :
6 A -2
4000 200 s T WY 15
= New Homes (Months) Vv v 1
2000 100 2 Existing Homes (Mins) Source: Bloomberg L 0.5
0 0 0 T B — T T T T B — T T T T T T T T 0
oM M b M M D w b b M w b b Wb e b S EREEEERERgEREgERRggrERRrERRAR
R R N I I N I R N N R R R R R N N N N R Zggssgggaggggggsgeggesgsgsege
EENEEE NSNS SN NSNS EEEEy PR EEEE R R R E R
CERRERRR R e RS SRR REEEERNRRRERG SERAEGOXROONEREINRSENRENSSE 0N w

Jefferies & Company, Inc. 10 Jeﬁe rieS



Secular Imbalance: Service-Dominated Economy, Inflection Point

One of the most significant underlying imbalances in the US economy is Composition of US Labor Force
a consequence of a steady expansion of the service sector of the economy ;40
relative to the goods-producing sector. 90% ——
80%
. . 70% —
Over the past fifty years, the share of the US labor force employed in the g smm—r—"_
service sector of the economy has increased and the share of workers 50%
employed in the goods-producing sector has declined as the industrial ﬁ -
base has gradually eroded. 20%
10%
. . . % ———————7 """ 7T T T T T T T T T T T T T T T T T T T T
Currently, roughly 85% of the US labor force is employed in service- IR TSRS BB IR NI SRR NS8O
o A : o : - - B850 82023033335388330383385235355
providing activities, with only 15% employed in goods-producing activity SSSSSSSSSESTSSSTTEESEEEEEEERES

such as manufacturing, mining and construction.

Service-Providing Goods-Producing
Source: BLS

One way of looking at this imbalance is it takes 85% of the US labor
force to generate a monthly service sector trade surplus of roughly $20

bin. That is a serious imbalance!
Goods Deficit & Services Surplus (bins)

$40

The decline in goods-producing activities has been fundamental to the
sizable monthly trade deficits in goods that have been a drag on the

economy and growth for the past thirty years. so e

-$20

$20

This trend appears to be reaching an inflection point due to ongoing $40 ‘“\'\-.M

sA
changes in the manufacturing and energy sectors. $60 ‘w-\‘ /\%—w\‘ﬁw

Domestic energy production and manufacturing activity are coming back
to life on both a cyclical and secular basis, which has helped toreverse =~ c_.geczg9ecszg9scz92cz922z2222282z2¢
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Secular Imbalance: Manufacturing Activity Is Back on Track

Manufacturing activity has been gradually accelerating, and manufacturing . 1SM Manufacturing Index

payrolls have been rising

Rising aircraft orders and solid auto sales have helped to revive manufacturing.

Auto production will continue to rise due to demand that will be supported by
the improved labor market and the effect of the aged fleet on rising auto sales.
Low fuel prices will continue to help to boost light truck sales.

Strong Boeing orders have created a significant order backlog that will keep the

. T T - B
aeronautics sector busy for quarters to come. S 2 3 2 2 3 2 3 2 2 F 2 F 2 2 3
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Secular Imbalance: Improved Manufacturing Outlook & CAPEX

US manufacturing has become more cost competitive due to the
combination of sluggish US wage growth and lower US energy prices.

The South has become the epicenter of the manufacturing renaissance
primarily because labor costs tend to be lower in the South than in other
regions of the country. Also, a disproportionate share of low tax states are
in the South.

CAPEX spending has failed to generate sustained momentum in part
because capacity rates are not yet sufficiently elevated. Businesses have
also placed a higher priority on using cash on balance sheets for stock
buybacks rather than longer-term investment.

Lower energy prices will also take a bite out of CAPEX spending in the
energy sector.

Nonetheless, we expect a pent up demand for capital goods to emerge at
some point as the US economy continues to grow. The age of the
outstanding stock of capital goods is the oldest in decades and will also
provide a catalyst to investment spending.

Total CAPEX Expenditures, 2013
18%
16%
14%
12%
10%
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CapEx Orders YoY (LHS) vs Capacity Utilization Rate (%) RHS
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Secular Imbalance: Revived Energy Sector Is Part of Improving Manufacturing Story

The US energy sector kicked into a higher gear in recent years. US Domestic Oll Production vs Imports

12000 (1000 barrels/day)

The US now produces more crude oil than it imports for the first
time in decades and US propane production has increased 10000
substantially.

8000
The US also has the potential to become a major exporter of oil
and natural gas if the government can muster a coherent energy 4000
policy.
2000
That is unlikely to happen for the foreseeable future. L L L L L L L L L e b e e b e
oooooooooooooooooooooooooooooo
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The US is also a low cost producer of natural gas, which has Source: Bloomberg Domestic Oif Production US Qil Imports

beneficial effects on the US consumer and business sectors,

especially manufacturing and transportation.
P y g P US Domestic Propane Production
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Inflation: Deflation, Disinflation & Inflation Expectations

The Fed has not achieved the 2% PCE inflation target since April 2012.

% of total CPI Decomposed: Inflation vs Disinflation Shares
Since that time, the share of CPI prices that are rising at a pace of less 60
than 1% yoy has increased significantly. o
. o 40
The share of CPI prices that are rising at 3% yoy or faster has also w0
declined.
20
. . . . . 10
The share of items in the CPI basket in deflation has also increased. Source: BLS & Jefferies London
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The soft tone of inflation has not been reflected to a significant degree
in consumer expectations. —Above 3% —Below 1%
Source: BLS and Marchel Alexandrovich of the London JEF Economics Team
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Inflation: Service & Goods Prices Diverge, Commodity Price Volatility

Commodity-based goods inflation has been flirting with disinflation or in

outright deflation for the past two years. CPI: Commeodity-Based Goods vs Service Components
9%
The US imports about $200 bln in goods on a monthly basis, and changes in 7%
the prices of these goods are determined in global markets that tend to be 5% MW‘A
volatile. 396 |\
1%
Consequently, changes in the commodity components of the CPI have been 1% b ——— q — o
the primary source of volatility in the headline CPI. -3% —
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Service-based inflation has run as high as 2.8% yoy, but has decelerated.
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0ef

Source: BLS Commaodities

Service inflation will probably continue to decelerate in the months a ahead
due to a lagged reaction to lower energy prices.

The key to headline inflation going forward will continue to be the global

commodity markets.
Headline CP1 & Commodity-Based Goods Components
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Inflation: Commodity & Import Prices, the Gasoline Effect

The disinflation trend of the past few years has been driven by commodity

price movement. YoY % Change: Import Prices (LHS) vs CRB (RHS)
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Since commodity prices tend to be set on global commodity markets, W | 10
changes in global commodity prices are transmitted with a short lag to the WJ \ - 20
US through import prices. MY Lo

Changes in import prices filter through to changes in the commodity-based

-15
goods component of the CPI. 2 ) - 30
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Inflation: Rents, OER & Service Inflation

Rent and, consequently, the OER have been rising after collapsing during
the recession and crisis. The rise in both have been significant drivers o 00
behind the acceleration in the service component of the CPI, although
the YoY increase in each to-date has been moderate by historical
standards.

OER vs Rent (YoY)

The decline in the rate of home ownership has been a driving force in the
housing sector and has also indirectly affected inflation measures.

Specifically, rents have continued to rise because of the increased e eNcviiN o S SeENsvALn - - seessos
demand for rental properties as primary residence. 3332332333333 35 2588.8
) o Source: BLS YoY Rent
The OER has been accelerating because rents have been rising.
The housing component has been the primary contributor to the core CPI
and service inflation to-date in this cycle.
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January 2015 NSA NSA NSA SA SA SA
. . Major Categories Weighting % Chng Contribution YoY % Chng Contribution YoY
Inflation: Detailed CPI Breakdown

Total CPI 100.000 -0.5% -0.5% -0.1% -0.7% -0.68% -0.2%

Core CPI 77.426  0.1% 0.1% 1.6% 0.2% 0.14%  1.6%

. . Food & Beverages 15.143 0.2% 0.0% 3.1% -0.1% -0.01% 3.1%

As of January, the headline CPI was down 0.2% yoy, while the ;5 g 41.873  04%  0.1%  2.3% | 0.1%  0.08%  2.3%
core CPI was up 1.2% yoy. Apparel 3461 -1.1%  0.0% -1.4% 0.3%  0.01% -1.4%
Transportation 15.473 -4.5% -0.7% -10.6% -5.0% -0.77%  -11.0%

) Medical care 7.650  0.3% 0.0%  2.6% 0.0% 000% 2.6%

By comparison, the PCE deflator was up 0.2% and the core Recreation 5725  0.4%  0.0%  0.0% 02%  001%  0.0%
PCE deflator was up 1.3%. Education & communication  7.037  0.1%  0.0%  0.4% 02% 0.01%  0.4%
Other goods & services 3.368 0.5% 0.0% 1.8% 0.4% 0.01% 1.8%

o ) , , Food & Beverages 15.143 0.2% ' 0.0% 3.1% -0.1% ' -0.01% 3.1%

The rise in service prices was running at a 2.4% yoy pace, Food 14131 -0.2%  0.0%  3.3% 0.0% -0.01%  3.2%
while commodity-based (goods) prices were in deflation. with a  Food at home 8348 0.3%  0.0% 3.3% 03% 0.02% 3.3%
5% decline. Food away from home 5.783 0.2% 0.0% 3.1% 0.2% 0.01% 3.1%
Alcoholic beverages 1.012 -0.1% 0.0% 1.0% -0.3% 0.00% 1.0%

r r

Housing 41.873 0.4% 0.1% 23% 0.1% = 0.06%  2.3%

The divergence in service-related and commodity-based prices Shelter 32482 04%  01%  29% 03%  0.09%  2.9%
is not reflected in the medical component. Medical commodity =~ OFR Bl 22 01% 2.6%

. . . . 1 0, 0, 0, 0, 0, 0,
prices are up 3.9% yoy, while service prices are up 1.7%. Eenlt (;”TT,';Y) ;'ggz 82; 8'8;’ ig; %’Zj %‘%sz; ig;
uels utilities b .70 .07 .O% -0.4% -0. 0 .U%

Furnishings & operations 4.181 0.1% 0.0% -1.1% 0.0% 0.00% -1.1%
After decelerating from 4.5% in December 2011 to 1.1% in Transportation B o -0-7%  -10.6% R
- Private 14.584 -4.7%  -0.7% -11.2% -54% -0.78% -11.7%

December 2013, food prices have re-accelerated and are u

° ! P P New cars & trucks 3.529 0.0% 0.0% 0.5% -0.1% 0.00% 0.5%
3.2%. Used cars & trucks 1.606 -0.3% 0.0% -4.0% -0.1% 0.00% -4.0%
Motor fuel 4.444  -17.1% -0.8% -35.2% -18.7% -0.83% -35.4%
-Gasoline 4364 -17.1% -0.7% -35.4% -18.7% -0.82% -35.4%

Vehicle parts/maintenance 0.430 0.2% 0.0% -0.4% 0.2% 0.00% -0.4%

Public 1.159 -1.2%  0.0% -1.8% -0.1% 0.00% -1.8%

Medical Care 7.650  0.3% 0.0% 2.6% 0.0% 0.00% 2.6%

Commodities 1.751 0.1% 0.0%  3.9% -0.3% 0.00%  3.9%

Professional Services 3.011 0.2% 0.0% 1.7% 0.0% 0.00% 1.7%

Recreation 5.725  0.4% 0.0% 0.0% 02% 0.01% 0.0%

Video & audio 0.291  0.4% 0.0% -0.3% -0.4% 0.00% -0.2%

Education & communication 7.037 0.1% 0.0% 0.4% 0.2% 0.01% 0.4%

Education 3.306 0.3% 0.0%  3.7% 05%  0.02%  3.7%

Communication 3.731  0.0% 0.0% -2.3% -0.1% 0.00% -2.3%

Other 3.368  0.5% 0.0% 1.8% 04% 0.01% 1.8%

Tobacco 0.708  0.1% 0.0%  2.4% 0.1%  0.00%  2.4%

Personal care 2.660 0.6% 0.0% 1.7% 0.6% 0.02% 1.7%

Commodities 38.294 -2.2%  -0.8% -5.0% -2.2% -0.84% -4.3%

Services 61.706 0.4% 0.2%  2.4% 02%  0.15%  2.4%
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Labor Market: Expansion Makes More Headway

Private nonfarm payrolls have risen every month since March 2010, with Cumulative Payrolls & Household Employment
average increases of 200k per month. 4000 Since Beginning of Recession (Thousands)
2000 <
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Labor Market: Frictional Jobless Claims & Payroll Growth

Since September 2014, the weekly jobless claims have fallen to a
frictional level of claims near 300k.

Since 1980, there have been the prior periods of a frictional level of
claims; September 1988 to February 1989, February 1999 to October
2000, and January 2006 to April 2006.

These periods of frictional claims levels represented periods of time
when the labor market was strong, but there was considerable variation
both in month-month changes in payrolls and the level of the
unemployment rate.

Payroll increases in the current cycle began to measure up to the prior
periods of frictional jobless claims in Q4 2014.

Range of Private Payroll Changes : Claims Avg <300K (Ks)
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Labor Market: Sources of Payroll Growth

Private sector job growth continues to be dominated by
the service sector, but payroll growth in the goods-
producing sector has been accelerating.

Business service payrolls continue to be the largest
source of payroll growth.

Based on history, the recent declines in temporary help
payrolls may point to a deceleration in business service
hiring because temporary help hiring has tended to be a
leading indicator.

Given that the recent soft temporary hiring has been
accompanied by strong business service hiring, it could
reflect a change in business confidence and a
willingness to hire on a permanent basis without a
probationary period.

There have also been significant increases in the leisure
& hospitality sector payrolls, most of which have been
in food services.

Retail, transportation payroll and health service payroll
growth have been solid.

There have been modest declines in oil and gas
exploration payrolls.

Construction and manufacturing payroll growth has
finally come to life.

Federal government hiring continues to provide a drag

on overall payroll growth, but state and local payrolls
have turned the corner.

Jefferies & Company, Inc.

Nonfarm employment

Total private
Goods-producing
Construction
Manufacturing
Mining
Service Providing
Trade, transport, utility
Wholesale trade
Retail trade
Transport
Utility
Information
Financial
Business services
Temporary help
Education, health
Leisure, hospitality
Other
Government
Federal Government
Ex Postal
Postal
State
Education
Ex Education
Local
Education
Ex Education

Source:BLS
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295
288
29
29
8
-8
259
62
12
32
19
0
7
10
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239
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64
49
21
-6
173
44
14
28

22
10
-14

329
319
64
44
19

255
54

14

38
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423
414
76
30
45

338

221
218
34
10
23

184

250
235
38
22

197

288
281
52
41
16
-4
229

293 275 3296
285 267 3209
51 46 551
31 27 321
21 17 208

234 222 2658
58 53 634
10 10 114
30 27 321
18 16 193
1 1 10
4 5 59
14 13 150
53 55 660
9 12 139
47 45 539
51 44 527

7 7 89
8 7 87
1 0 0
0 0 -3
1 1 6
7 2 22
8 3 31
-1 -1 -8
0 5 65
= 3 35
1 3 30
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Labor Market: Signs of Life in AHE?

There have been periodic signs of life in average hourly earnings (AHE), but

) . AHE (YoY %) vs Unemployment Rate (%)
there has yet to be a sustained cyclical upturn.

12 |

Unemployment rate falls to 6%

It has been a year since the labor market crossed the threshold from labor e
market recovery into labor market expansion, so it should be just a matter of 8

time before AHE begins to accelerate on a cyclical basis. . \_/\ \

It is not clear how long that time period will be, however.

The unemployment rate has declined from 10% in October 2010 to as low L e g R g
as 5.5%, a rate that has been associated with accelerating AHE in prior BESERESERI383558 5 % g8
cycles. EEGREFECTERGRFCEREREEER

However, the unemployment rate is difficult to interpret because of the
decline in the participation rate, so the relationship between the
unemployment rate and AHE may be different this cycle.

That creates added uncertainty about the timing of the acceleration in AHE

despite the attainment of an unemployment rate that has historically been 67.0

associated with an acceleration in wage growth. 66.5 1
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Labor Market: S-T & L-T Unemployment Tell Inconsistent AHE Story

Short-Term Unemployment Rate vs Production/Non-Supervisory AHE

10%
There is also an inconsistency in the implied timeframe for a e 1TA
. C "\
sustained acceleration in wages between the short-term and the long- 7% M \ A
term unemployment rates. 6% iy sy
o L N[ ‘“\w [ W,
The short-term unemployment rate has fallen to a level that :32 Y L M AV e .
historically was associated with a sustained acceleration in AHE that 2% _ _ A

has yet to materialize.

However, the long-term unemployment rate remains elevated by
historical standards.

Source: BLS

The long-term unemployment rate also remains above levels that have
historically been associated with a sustained acceleration in AHE.

Based on history, the long-term unemployment rate would need to

Continue tO fa” tO Su ppOI't a rise in AHE Long-Term Unemployment Rate vs Production/Non-Supervisory AHE
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Labor Market: Payrolls & AHE, Each Time Is Different

The relationship between accelerating payroll growth and
accelerating AHE is also elusive.

Cyclical accelerations in the yoy change in AHE lag the 3MMA of

changes in payrolls, but the length of the lag has varied significantly.

The acceleration in payroll growth since late 2014 points to
acceleration of AHE, but the timing is questionable.

The peak in cyclical payrolls has had a reasonably close relationship
with the peak in AHE, but the timing of the labor market recovery
and an acceleration in AHE has varied significantly across cycles.

Jefferies & Company, Inc.
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Labor Market: Job Openings, Worker Skills & Confidence

JOLTS: Openings & Voluntary Quits

A variety of labor market indicators suggest that some of the labor market
slack reflects a combination of structural problems and lack of employee ¢

confidence. : -\ A /M
3 |
The ratio of job openings to payrolls remains high and suggests that job 25 w _\“ M"""W

growth should remain robust.

While job openings have been on the rise, the increase in separations has 1 Openings Quits
been more modest. . Source: Bloomberg
This combination suggests that labor confidence is still lacking, which 0— 7T T T T T T
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As job openings have been rising, and the long-term unemployment rate
has been falling but remains high by historical standards.
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Monetary Policy: It’s All About Inflation & Wage Growth

FOMC policymakers have been signaling that the Fed intends to raise rates at a yet-to-be-determined date over the second half of
2015.

Fed officials have been rightfully more optimistic about the economy and the labor market. The labor market generated 3.2 min
private sectors jobs over the past year and the unemployment rate has fallen from 6.6% to as low as 5.5%.

The lack of upward momentum in wage growth has been a disappointment, however.

The inflation picture, of course, remains significantly murkier. The last time the Fed reached the 2% target on the headline PCE
inflation target was April 2012, and it is highly improbable that this target can be attained for the foreseeable future.

In her recent Congressional testimony, Yellen signaled that the Fed rules of engagement are changing in very significant ways.

Specifically, the focus of forward guidance is shifting to the outlook for inflation. The FOMC will be inclined to raise the fed funds rate
when policymakers are reasonably confident that inflation will trend back toward the 2% PCE deflator target.

According to Stanley Fischer, the FOMC will need to observe three trends in the inflation data.
First, headline inflation needs to stop going down.

Second, core inflation needs to rise closer to 2%.

Third, the Fed will need to see more signs of a sustainable upward trend in wage growth.

Yellen and Fischer also indicated that they expect Fed forward guidance to inject an added dimension of uncertainty about monetary
policy by refocusing on data dependence, especially inflation data.
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Monetary Policy: Large & Stable Balance Sheet

Federal Reserve Balance Sheet Snapshot
$5,000,000 ™ Securities Portfolio mS-T Lending = Targeted Lending m Emergency Lending m Other

The size of the Fed’s balance sheet asset holdings is a multiple of the pre-
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policy and a relatively stable balance sheet.
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H . H H Commercial Bank Asset Snhapshot
Monetary Policy: Excess Reserves... Lingering Effects of QE (s Toovsanay T
$2,500.00
. . . $2,000.00 -~
QE has bloated excess reserves in the banking system, but bank lending has -
not measured up to prior cycles and has limited the effectiveness of QE in o
stimulating economic growth. 51,000.00 _____'____,.——-\.._..‘JI
$500.00
Until early 2011, securities holdings were the only asset class on commercial $0.00 +—
bank balance sheets that were increasing. e I e e e e e
e C& | LOANS === Consumer Loans === GoVv't Securities
C&Il loans have been rising since the outset of 2011, so the commercial sector Source: Federal Reserve

has benefited from the Fed stimulus via bank lending.
Bank Lending: C&l Loan Cycles
(YoY Change)
Consumer lending stagnated during the early stages of the recovery before z;: )
finally beginning to increase slowly in 2012. To-date in this cycle, consumer 15% |
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The volume of bank reserves also will pose challenges for the Fed once the o
rate normalization cycle has begun. It also represents the potential for a surge 1%
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Monetary Policy: SEP Projections

FOMC projections for growth and the unemployment rate were revised lower again in March. Inflation projections have also
belatedly acknowledged reality. The Committee continues to project inflation that is at or below the 2% long-term target
through 2017.
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Monetary Policy: SEP Dot Plot of Fed Funds Rate Projections

The FOMC dot plot projections of the fed funds rate have sent a confused message about the direction of monetary policy
since first projecting a higher year-end fed funds rate in 2012.

Nonetheless, the concentration of ten 2015 year-end fed funds rate projections at 5/8% to 7/8% in the SEP Dot Plot reflects
a building consensus that has been absent previously. The message that the FOMC is changing its modus operandi and
preparing for normalization later in 2015 is much more credible this time around.
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Monetary Policy: Evolution of Fed Rate Projections

The FOMC's forecasts for the “Appropriate path of policy firming” History Of FOMC Fed Funds Rate Projections (%)
have changed significantly since they were first released at the 4000
beginning of 2012. 3.500

Throughout 2012 and 2013, expectations for the funds rate were
revised down for each year of the forecast horizon.

2.500 —

2.000 —

1.500 — 11—

Expectations for rates at the end of 2015 were revised lower in each

SEP release from September 2012 to December 2013 but were 1000 ] |
revised higher in March, June and September 2014. 0500 N B :Iq <I |
mijIJJ,IJJ‘I“‘ i

The FOMC revised year-end fed funs rate projections lower in F &S TS TS S
December 2014 and March 2015. R N O
2012 m2013 2014 m2015 2016 m2017
) ) ) ) Source: Federal Reserve & lefferies
Expectations for rates at the end of 2016 were revised higher in each
SEP release from September 2013 to September 2014. However
2016 rate forecasts were revised lower in both December 2014 and
March 2015 FOMC Forecast for Long-run Fed Funds Rate (%)
4.300
. . . 4.200
Long-run fed funds rate expectations have been revised lower in all \
SEP releases but one (September 2014) since the first releases in 4100 \
January 2012. Over the past 3 years, the long-run fed funds rate 4.000
forecast has fallen over 50 bps to 3.66% from 4.21%. 3000 \
3.800 \
Based on prior behavior, it is logical that the Fed'’s rate normalization 3700 \’j\
begins later rather than sooner. 7 600
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Monetary Policy: Rate Lift-off & Implementation Challenges

The FOMC is revamping the details of Policy Normalization that was initially detailed
in 2011 as the Exit Strategy. The new Normalization Process is a work-in-progress.

Fed Funds Rate vs I0ER (%)
With a stable balance sheet , the next major step will be the lift-off of the fed funds 12
rate which policymakers want to keep as the “key” policy rate.

One major logistical issue that policymakers must address is the ability to control the * T
fed funds rate with an expanded balance sheet. 0.6
0.4
Policymakers expect to use a combination of the IOER and the ON RRP facility to set
the upper and lower limits for a fed funds rate trading range. However, policymakers 02
must resolve both philosophical and logistical issues regarding the ON RRP facility. o+
SEESeEESEEES S EE9 29 2ET68

The current “experiment” --$300 bln cap, $30 bln individual limit & competitive 2 ;é g E 2 bE 58858 EF ;EF EdE 8 EIOE EEEEERERG
bidding-- is intended to the size of the facility while permitting the Fed to put a floor ouree:Hloambere serne
under O/N rates.
The role of a term repo facility and TDF are not clear at this juncture, but continued
experimentation suggests that they will be in the mix. SOMA Holdings Distribution (bins)

$400
Experiments are continuing and more experiments are likely before the Fed strikes a $350
balance between the size that is needed for operating procedures and the size that $300 =
limits the moral hazard of the program. 5250 |

. . . X X $200 — —— — —

The Fed can also begin to shrink the balance sheet in 2016 by allowing maturing
issues to roll-off. The Fed holds almost $2.5 trin Treasury securities on the balance 10 — L
sheet. Almost $1.7 trIn mature between 2016 and 2022. $100 — LR AR —u |

$50 — R ===
Over 20% of Fed holdings of Treasury securities mature after 2036. o — ARR NN AN NNl . DRRRNONN_

We think it will be years before the Fed completes the process of both normalizing rate  source:FrenY
levels and shrinking the balance sheet.
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In recent months, the Fed has made some significant changes to the
overnight reverse repo (ON RRP) facility tests. The Fed will continue to
test this facility until January 29, 2016.

The Fed began testing term RRP operations ahead of year-end, with a
series of 4 operations for as much as $300 bin. Taken as a whole, the
term RRPs were undersubscribed and the overnight RRP on December
31st was also undersubscribed.

After the January 28th FOMC meeting, the NY Fed announced another

round of term RRP tests that will bridge the end of Q1. This time, the

total offering will be $200 bin, presumably a response to the fact that

the facility was undersubscribed going over year-end. The first $75 bin
of these term tests was met with tepid demand.

The Fed also tested 7-day term RRPs throughout February and early
March. We expect that these types of regular short-term operations will
be used in concert with the ON RRPs during the liftoff. It is also
possible that the Fed experiments with other term lengths in the
meantime..

The Fed recently announced that it added 7 banks, 6 GSEs, and 12
money market mutual funds to the counterparty list, bringing the total
number of counterparties to 165. The expanded list of counterparties
will give the Fed more control over front-end rates, but the list is not
comprehensive. There are other front-end market participants that will
continue to have incentives to invest at rates below the ON RRP offering
rate.
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Monetary Policy: Fed Overnight Reverse Repo Tests

Reverse Repo Test Program History
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The Minutes to the January 27t-28t FOMC meeting indicated that the
Fed may experiment with lifting the $300 bln daily cap at times after
liftoff. We find it confusing that they would be talking about potential
changes to the program that they would make after liftoff, rather than
during the current test phase. This suggests that there may be a lack of
confidence in the tool among policymakers.

The FOMC continues to debate the ON RRP program'’s role in the policy
normalization process and the appropriate size and scope. Fed officials
are trying to strike a balance between a functional rate floor for operating
procedures and minimal intrusion on private funding markets.
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Monetary Policy:

The time horizon for expected Fed rate hikes has been swinging Fed Funds Futures Implied Rates vs Effective

around widely so far in 2015. - s

The March 17t-18t FOMC meeting had a big impact on 1o

expectations for rates. Early in the month, the probability of a 1;22

June rate hike had been rising, but the release of the new SEP 1:00%

and Yellen's comments press conference both pushed the 0,605

expected liftoff date further out and also lowered the anticipated 0.60%

trajectory of the expected fed funds rate in the future. 0.40%

Yellen’s press conference expressed a strong desire to get the fed zﬁ |

funds rate off of the zero bound, but the Fed will only act when Aug14  Sep14  Oct-14  Nov-14  Dec-14  Jan-15  Feb-15  Marls
. oy . 1-Month = 3-Month &-Month

the data signals that it is appropriate. s 9-MONEH s 12-M 00t 18 Mot

==24-Month = Fed Funds Effective

Source: Bloomberg & |efferies

The FOMC will not raise interest rates until they have
“reasonable” confidence that inflation will rise toward target. We
still do not think that they will have a consensus built on evidence
of rising inflation and the necessity to hike until Q4 2015.

However, the judgment of “reasonable confidence” is highly
subjective. The Fed has created an enormous amount of
flexibility in determining the appropriate path of policy.

With more subjective guidance based on inflation and wage
growth, volatility in the fed funds futures market will probably
increase over the coming months. Inflation and wages data
releases will have a big impact on interest rate expectations going
forward.
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Monetary Policy: Anticipation of Liftoff, Supply Constrains & Front-end Yields

The countdown to Fed liftoff has had little perceptible impact on

front-end interest rates. Agency Discount Note Yields

0.25%

Whether it be Treasury Bills, Agency Discount Notes, or overnight GC
repo, rates are low because of a combination of increased demand
fueled by regulation and a lack of supply. 0.15%

0.20%

0.10%

In response to the narrowing of the federal budget deficit since
2009, Treasury has cut the sizes of bill and front-end coupon
auctions, resulting in lower yields and a reduction in collateral 0.00%
available for repo.
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The federally mandated reduction in the size of the GSE portfolios T-week T-month 3-month - = - - &-month 12-month
has reduced funding needs for the GSEs and consequently kept their Source: Bloomberg
outstanding levels of discount notes low as well.
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Fiscal Policy: Smaller Deficits in the Short-term, Larger Deficits In the Long-Term

Based on current CBO projections, tax revenue as a percentage of

GDP is above the long-term historical average and will continue to CBO Projections & History: Revenues as a % of GDP
rise for the forecast horizon. 210
200 F/\
Outlays as a percentage of GDP are also above the long-term 190 /\ / \
historical average and will remain so for the forecast horizon. 180 A Y4 \ A //“——*—"
17.0 V/ a7 7 ) 7\ 7
. L . 160 \/ \ [
The size of the budget deficit is projected to shrink to about $467 V) \ J
bln in 2016 but increase to almost $1 trin by 2022. 10 g
14.0
Discretionary spending will fall to about 5.1% of GDP, but mandatory Ez
fgfe(:)rrlgqmg will rise to 14.2% of GDP in the absence of entitlement \q,\b(q,\ ® @q@q@q@\q@\q@q@qgwb qq,q@ ﬁ@%' s é@@\rp\b@@&@@&
Source: CBO Revenues
Net interest expense is expected to increase from 1.3% of GDP in
2015 to 3% in 2024. Interest expense is accelerating and will
continue to do so in the absence of a significant change in the deficit
trajectory. CBO Projections & History: Outlays as a % of GDP
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investigations as you deem necessary and consulting your own legal, tax, financial, accounting and regulatory advisors in order to make an independent determination of the suitability, risks and
consequences of an investment in such securities or instruments.

The information and any opinions contained here are as of the date of this material and, if applicable, the time indicated, and Jefferies does not undertake any obligation to update the
information. All market prices, data and other information are not warranted as to completeness or accuracy and are subject to change without notice. Past performance is not a guide to future
performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from,
certain investments. The price and value of any investments referred to herein and the income from them may fluctuate. Any simulations, projections, valuations and statistical analyses contained
herein have been provided to assist the recipient in the evaluation of the matters described herein; such simulations, projections, valuations and analyses may be based on subjective assessments
and assumptions and may utilize one among alternative methodologies that produce differing results; accordingly, such simulations, projections, valuations and statistical analyses (historical or
otherwise) are not to be viewed as facts and should not be relied upon as an accurate representation of future events. The information contained herein is based on data obtained from recognized
statistical services and other sources believed to be reliable. However, such information has not necessarily been verified by Jefferies, and Jefferies does not make any representations as to its
accuracy, timeliness, reliability, effectiveness, or completeness. Jefferies may from time to time issue futures reports based on fundamentals, such as expected trends in supply and demand, as
well as reports based on technical factors, such as price and volume movements. Since such reports rely upon different criteria, there may be instances when Jefferies’ conclusions in individual
reports are not in concert. Any market views or opinions expressed herein are those of the individual sender, except where such views or opinions are expressly attributed to Jefferies or a named
individual. Market views and opinions are current opinions only; Jefferies and the individual sender accept no responsibility to update such views and opinions or to notify the recipient when they
have changed.
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Jefferies and its affiliates, officers, directors and employees may, directly or indirectly, effect or have effected a transaction for Jefferies’ own account in any investment referred to herein, either
before or after this material is published, or may give advice to customers which may differ from or be inconsistent with the information and opinions contained herein or may from time to time
hold long or short positions in, buy or sell (on a principal basis or otherwise), or act as market maker in, securities, derivatives, futures or other financial instruments or products related to matters
discussed herein and may make trading decisions that are different from or contrary to any of those which may be discussed herein.

This material may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor's. Reproduction and distribution of third party content in
any form is prohibited except with the prior written permission of the related third party. Third party content providers do not guarantee the accuracy, completeness, timeliness or availability of
any information, including ratings, and are not responsible for any errors or omissions (negligent or otherwise), regardless of the cause, or for the results obtained from the use of such

content. Third party content providers give no express or implied warranties, including, but not limited to, any warranties of merchantability or fitness for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including lost
income or profits and opportunity costs) in connection with any use of their content, including ratings. Credit ratings are statements of opinions and are not statements of fact or recommendations
to purchase, hold or sell securities. They do not address the suitability of securities or the suitability of securities for investment purposes, and should not be relied on as investment advice.

U.S. OPTIONS ARE NOT SUITABLE FOR ALL INVESTORS. Please ensure that you have read and understand the current U.S. options risk disclosure document before entering into any U.S.
option transaction. The U.S. options disclosure document can be accessed at the following web address: http://optionsclearing.com/about/publications/character-risks.jsp. For additional
information on trading U.S. options, please contact Jason Roelke, Head of New York Derivative Sales at +1 212 284-2454.

In the United Kingdom and European Economic Area this material is issued and/or approved for distribution by Jefferies International Limited and Jefferies Bache Limited and is intended for use
only by persons who have, or have been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. In the member states of
the European Economic Area this material is for distribution only to persons who are “qualified investors” within the meaning of article 2(1)(e) of The Prospectus Directive.

For Canadian investors, this material is intended for use only by professional or institutional investors. None of the investments or investment services mentioned or described herein is available to
other persons or to anyone in Canada who is not a “Designated Institution” as defined by the Securities Act (Ontario).

In Singapore, this material is distributed by Jefferies Singapore Limited and is intended for use only by accredited, expert or institutional investors (as defined by the Securities and Futures Act
(Cap. 289) of Singapore (the “SFA")). Jefferies Singapore Limited is licensed under the SFA as a capital markets services license holder for the regulated activities of “dealing in securities” and
“trading in futures contracts”, and is also an exempt financial adviser under the Financial Advisers Act for advising on securities (including collective investment schemes), futures contracts and
contracts or arrangements for the purposes of foreign exchange trading. Jefferies Singapore Limited is also exempt from licensing as a commodity broker (and therefore trading in commodity
contracts) under the Commodity Trading Act (Cap. 48A of Singapore) (“CTA”) insofar as such trading is only with accredited investors as defined under the CTA. Apart from the foregoing, Jefferies
Singapore Limited is not licensed to carry out or produce or issue any materials relating to any other regulated activities not otherwise described above.

In Japan this material is issued and/or approved for distribution by Jefferies (Japan) Limited, Tokyo Branch to institutional investors only. Jefferies (Japan) Limited will not issue or approve for
distribution any material relating to any product that Jefferies (Japan) Limited is not licensed to deal in or provide services for, including commodities, foreign exchange, futures and options.

In Hong Kong, this material is issued and/or approved for distribution by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong Securities
and Futures Ordinance and its subsidiary legislation. Jefferies Hong Kong Limited is not licensed by the Securities and Futures Commission to conduct leveraged foreign exchange

trading. Accordingly, any communications relating to leveraged foreign exchange contracts (as defined in the Securities and Futures Ordinance) are not issued or approved for distribution by
Jefferies Hong Kong Limited or its staff.

In India this material is issued and/or approved for distribution by Jefferies India Private Limited. Jefferies India Private Limited is not permitted to be associated with or carry on any business
relating to commodities or foreign exchange and therefore any material or communications relating to commodities or foreign exchange are not issued or approved for distribution by Jefferies India
Private Limited or its staff.

In Australia this material is issued and/or approved for distribution by one of Jefferies LLC, Jefferies Bache LLC, Jefferies International Limited, Jefferies Bache Limited, Jefferies Hong Kong
Limited or Jefferies Singapore Limited. It is directed solely at wholesale clients within the meaning of the Corporations Act 2001 of Australia (the “Corporations Act”), in connection with their
consideration of any investment or investment service that is the subject of this material. Any offer or issue that is the subject of this material does not require, and this material is not, a
disclosure document or product disclosure statement within the meaning of the Corporations Act. Jefferies LLC, Jefferies Bache LLC, Jefferies International Limited, Jefferies Bache Limited,
Jefferies Hong Kong Limited and Jefferies Singapore Limited are each respectively authorized and regulated as described herein in their home jurisdictions all of which differ from Australian laws
and have each obtained relief under Australian Law, which conditionally exempts them from holding an Australian financial services license under the Corporations Act in respect of the provision
of certain financial services to wholesale clients.
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Recipients of this material in any jurisdiction should inform themselves about and observe any applicable legal requirements in relation to the receipt of this material. Products and services
mentioned herein may not be eligible for sale or available to residents of certain countries or certain categories of investors. The information contained herein does not constitute an offer or
solicitation to buy or sell or otherwise deal in any security, currency, investment or any other product, service or information to anyone in any jurisdiction in which an offer or solicitation is not
authorized or cannot legally be made, nor does it constitute an offer or solicitation by a Jefferies entity to any person to whom it is unlawful for the Jefferies entity to make an offer or solicitation.
This document and all information herein is comprised of information, data and other material owned by either Jefferies or its data providers, which is protected under copyright, trademark and
other intellectual property laws. Jefferies and its data providers, as applicable, own all rights, title and interest, including without limitation, all copyrights, in and to all content of this

document. All trademarks, service marks, and logos used in the document are the trademarks service marks, or logos of Jefferies or its data providers, as applicable. You may not use such names
or logos without prior written consent of the relevant owner thereof. Other than the right to access the document and view information contained therein under the terms and conditions set forth
herein, you acquire no ownership, title, right of interest, of any kind in or to any of the content of this document.

THIS PUBLICATION AND ALL CONTENT HEREOF ARE PROVIDED SOLELY ON AN AS IS BASIS, WITHOUT ANY REPRESENTATION OR WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AND
JEFFERIES HEREBY DISCLAIMS ALL SUCH REPRESENTATIONS AND WARRANTIES OF FITNESS FOR A PARTICULAR PURPOSE AND NON-INFRINGEMENT. ANY USE OF OR RELIANCE
UPON THIS PUBLICATION, IN WHOLE OR IN PART, IS SOLELY AT THE USER’S OWN RISK.

Jefferies makes no representation that (i) the content hereof is appropriate or available for use in any particular location or (ii) that any futures, options-on-futures or other products discussed in
this document are appropriate or available for use or sale in any jurisdiction. Each user who accesses this material from any location does so on his or her own initiative and at his or her own risk,

and is responsible for compliance with all applicable local laws. Jefferies reserves the right to limit the availability of this document to any person, geographic area, or jurisdiction it desires, at any
time and in its sole discretion.

All information contained herein is intended solely for your own personal, informational use, and you are not permitted to reproduce, retransmit, disseminate, sell, license, distribute, republish,
broadcast, post, circulate or commercially exploit the information in any manner or media without the express written consent of Jefferies, or to use the information for any unlawful purpose.
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