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Median inflation expectations rose for all inflation tenors we follow (1-, 2-, and 5-year periods) over the
2-week reporting period. Expectations for the 1- and 2-year inflation expectations are at or above
historic median values whereas the 5-year tenor is well below its historic median. The S&P 500 returned
1.8% as did the insurance firms we follow; banking firms however underperformed. All currencies we
follow (euro, pound, yen) were stronger against the dollar. Changes in MPD standard deviation for lean
hogs are beginning to diverge from that of cattle as lean hogs posted a new historic low.

Inflation
Market-based inflation expectations derived from caps and floors on the CPI for 1-, 2-, and 5-year periods
rose over the 2-week period to 1.87%, 1.76% and 1.80%, respectively. This increase is best observed in

the 1-year tenor (see figure, below).
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Additional detail:

e The MPD standard deviation of the 1-year tenor set a new 1-year low at 1.01%.

e Short term inflation expectations are currently higher than longer term inflation expectations.
When compared with respective historical measurements the 2-year inflation tenor is at its 4-year
median value and the 1-year tenor’s median expectation is slightly above its 75" percentile range.
The 5-year tenor however is just above the 25" percentile range demonstrating that long term
expectations are depressed relative to historical expectations (see chart below).



Inflation MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1=Year Trend Long-Term Range
with min/max points with median, IQR, and max/min
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Interest Rate

Treasury spots and LIBOR rates increased slightly over the 2-week period; however changes in respective
MPD statistics were negligible. The 3-year LIBOR tenor did post a new 1-year low for MPD standard
deviation ending at 1.1% which is just below its 4-year 25" percentile range.

Banks and Insurance Companies

The S&P 500 returned 1.8% over the past two weeks with the 6- and 12- month tenors registering an
average MPD standard deviation decrease of -0.9 percentage points. The 19 banking firms we follow
posted a -0.2% return, underperforming the market. Changes in MPD standard deviation, for most firms,
mirrored those of the S&P 500, falling by -0.7 percentage points and signaling a slight reduction in
investor uncertainty. The 11 insurance companies we follow matched the market, returning 1.8% on
average as MPD standard deviations moved in line with the broader equity market, falling by -0.6
percentage points respectively.

Additional details:

e BCS and DB posted the largest MPD standard deviation increases over the 2-week reporting
period registering increases of 4.4 and 5.8 percentage points respectively. Additionally tail risk,
as measured by the market probability of -20% or more decline, rose for these firms by 7.9 for
and 3.0 percentage points.

Other Markets

e The iShares US Real Estate Index underperformed the markets, registering a 1.2% return.

o All currencies we follow (euro, pound, yen) were stronger against the dollar. Investor uncertainty
regarding the USD-Euro currency pair, as measured by MPD standard deviation, set a new 1-year
low at 4.51%.

e Gold returned -0.2% over the two-week period. Its MPD standard deviation fell by -0.6
percentage points, indicating a small reduction in investor uncertainty. Silver’s MPD skew set a
new 4-yr high during the 2-week reporting cycle, signaling market bias towards higher future
silver prices.

e The market probability of -20% or more decline for WTI crude fell by -1.3 percentage points and
has moved downwards since February 11" 2016.

e The MPD standard deviation increased for soybeans to 13.2% and has been increasing since
February 25" 2016 when it set its current 1-year low.

¢ MPD standard deviation has diverged for agricultural livestock where hogs have been witnessing
a decreasing trend; cattle have seen a flat trend since the start of 2016. MPD standard deviation
for hogs has been falling since November 2015 setting a new historic low as demonstrated in the
plot below.
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Inflation MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1-Year Trend Long-Term Range
with min/max points with median, IQR, and max/min
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Medium-to—-Long Bond Price MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1-Year Trend Long-Term Range
with min/max points with median, IQR, and max/min
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Short Interest Rates MPD Statistics as of March 30, 2016
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Equity Index MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1-Year Trend Long-Term Range
with min/max points with median, IQR, and max/min
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Metal and Energy Commaodity MPD Statistics as of March 30, 2016
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Agricultural Crop Commodity MPD Statistics as of March 30, 2016
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Agricultural Livestock Commodity MPD Statistics as of March 30, 2016
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May27
Febl18
- AN
May20
Jan21
Jun03
Mar06
Sep24
Sep09
Julls
Aug26
] AN
Aug05

Long-Term Range

with median, IQR, and max/min

11.5
7.82 F - —|:|:|! ——————
last 47 months
15.75
9.68 -|:|:|'— ———————
last 47 months
11.17
729 - L _J-------
last 47 months
18.85
1093 F - |:|:|—' ————————
last 47 months
13.06
713 - -1 ] S
last 47 months
14.14
82+ 4 I F--------
last 47 months
12.95
nvr-C IL_F------
last 47 months
21.41
984 v - }-- M
last 47 months
26;43
133 r-[_]-------
last 41 months
l%§7
821 +-{_J]-------
last 47 months
12.54
823+ I ]-------
last 47 months
10.94
M-I ]--------
last 47 months
1595
88 +r--L IL_1------
last 47 months
15.73
897 v }F--------
last 47 months
10.89
745 - _J-------
last 47 months
135
1009 - }-------
last 46 months
146;4
2r-(C}-------
last 47 months
14.51
881 +-{ T 1- A
last 47 months
13.36
87 +--DL}t-------
last 33 months
9.58
6ss +-I_}F-------
last 47 months
10.27
716+ L --------

last 47 months
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25.42

16.69

3251

18.76

25.93

19.11

30.72

29.56

19.87

20.08

20.58

20.21

31.36

16.73

24.66

22.27

18.49

24.21

15.53

17.08



Indicator Latest
American Express -0.76
Bank of America -0.38
BB&T -1.04
Barclays -0.61
Bank of NY Mellon -0.89
Citigroup -0.73
Capital One -0.94
Credit Suisse -0.65
Deutsche Bank -1.17
Fifth Third -0.51
Goldman Sachs -0.91
JP Morgan -0.88
Keycorp -0.72
Morgan Stanley -0.9
PNC Financial -0.91
Regions Financial -0.74
SunTrust -0.9
State Street -0.6
UBS -0.04
US Bancorp -0.9
Wells Fargo -0.98

Source: FactSet

Bank MPD Statistics as of March 30, 2016

2-Week Change

1-Year Trend

with min/max points

MPD Skew (3—Month Expiry)

' 0.031

o
d

-
|
o

0.056

_ 0.38

£

_ 0.15

0.039

0.055

0.016

_ 0.15

_ 0.089

' 0.041

-0.32
-0.96

-0.05
-0.99

-0.31
-1.56
0.6
-1.81
-0.01
-1.39
-0.37
-117
-0.23
-1.2
181

-1.58

0.41
-1.17

0.25
-1.69
-0.52
-1.09
-0.53
-1.16

0.34
-1.59
-0.34
-112
-0.42

-1.84

0.36
-1.2

-0.21
-1.27

-0.19
-1.23

091
-1.72
-0.39
-1.55

—-0.56
-1.3

Aprls
| o ~
Sep02
Jan01
Sep02
Sep09
Nov04
Dec09
Feb18
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Novll
Apr22
P\
'\1,1“"'“\"44A,//
Aug26
Octl4
—~
Mar03
Apro1
Dec02
A 44——}\/1 ~\
N \,
Mar30
Jan28
Dec24
Nov25
Sep02
Apr08
Sep02
Jan28
May13
Dec02
Sep02
Jan28
Oct28
Aug26
May20
Febll
Jan01
Janl4
Aug26
Dec31
Nov26
Aung
Nov04
May20
Sep02

Long-Term Range
with median, IQR, and max/min

_0776
127 b - == - - - {T]}--4-021
last 47 months
-0.38
-1.01 - - - - = - - -4 -002
last 47 months
-1.04
~156 k- - -3 oo __4-015
last 47 months
-0.61
251 p----]------ 4 1.94
last 47 months
-0.89
-139 ¢y ---[D]------- 4 0.32

last 47 months
-0.73
123 F------ tD— - -4 -023
last 47 months

-0.94
12 Fr----[L1}----- 4 -0.16

last 47 months
-0.65

207 +---J [ }F----- 4 1.81
last 47 months

_1V17

117 k--C T F----- 4 041

last 41 months
-0.51

-169 F--[[F-------- 4 219
last 47 months
—0691

-121 b - - - - - - [T1---4-034
last 47 months

70'.88

-133 F------ T1---4-033

last 47 months

-0.72
224 oo o- CL]---4034
last 47 months

-116 b - - - - - ILIt---4-025
last 47 months
-0.91

N T 13- -+ 039

-0.74
194 b ----[0[]----- 4 0.68
last 46 months
_9.9
-1.27 F - - - - - —--4-021
last 47 months
-0.6
23l F-=-=---- ==~ Elj— -4 -013
last 47 months
-0.04
I [CIE--+ 097
last 33 months
-0.9
-155 Fp === -~ -=-=-=-4-02
last 47 months
_0698
-134 p------ oI 1--4-042

last 47 months
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Bank MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1-Year Trend Long-Term Range
with min/max points with median, IQR, and max/min

Market Probability of —20% or More Decline (3—Month Expiry)

1035 Febl11l 6.22
American Express 6.22% d Wf\“w’\/‘\'\ 183 k- L ]------- 4 1063
2.19 May20 last 47 months
. ) 1774 Febll 9.97
Bank of America 9.97% 333 b LT ------- 1 2024
314 Jun24 last 47 months
) 12.22 Febll 5.87
BB&T 5.87% 168 F T _J-------- 4 1246
1.82 Ju22 last 47 months
) 28,98 Febll 15696
Barclays 15.96% 7.9% — At 238 k- -[LF=------ 1 3094
63 Apr29 last 47 months
0 1517 Febll 743
Bank of NY Mellon 7.43% 0.68% Ly R = T i T
112 Jun24 last 47 months
- 165 Febll 8.29
Citigroup 8.29% LA, 198k Lo |-------- 11983
2.32 Apr29 last 47 months
| 0 1515 Febll 7.39
Capital One 7.39% BRI T S "
2.37 Jun24 last 47 months
| | 0 sad8 Febl1l 1723
Credit Suisse 17.23% 1.6% S b B
522 Jul29 last 47 months
) 23,37 Jan21 18i41
Deutsche Bank 18.41% 3% _A “o k-l __t----- Y
9.92 Apros last 41 months
. . ) 17.06 Febll 7.9
Fifth Third 7.9% | - i = e e
245 Apr29 last 47 months
) 131 Febll 7.15
Goldman Sachs 7.15% | R A " e
2.18 May27 last 47 months
. 11.65 R 526
JP Morgan 5.26% l e DO L= T
2.08 Apr29 last 47 months
) 1635 Febl1l 9.77
Keycorp 9.77% I - T N "
2.32 Apri5 last 47 months
Febll
18.01 1001
Morgan Stanley 10.61% I PPN 257 k- T _}------ 4 2056
2.57 May27 last 47 months
| | O 1055 Febll 5.14
PNC Financial 5.14% l A R i e
1.67 Jun24 last 47 months
| | | o 2023 Febl1l 10,84
Regions Financial 10.84% O SR P el "o
334 May27 last 46 months
) 158 Febll 9.97
SunTrust 9.67% SN e[ _F------- 1193
2.53 May20 last 47 months
) 1574 Jan21 851
State Street 8.71% [ A SR P e
2.96 Juncd last 47 months
Mar06
18.15 28
UBS 7.28% 153 A A 188 p--[IF------ 4191
’ Dec31 last 33 months
Feb25
0.60 3.74
US Bancorp 3.74% | VAN 074 p L J-------- 11065
1.39 Jull5 last 47 months
) 0.3 Jan21 4.8
Wells Fargo 4.8% A 13 F L F------- 4 1159
1.55 AUGOS5 last 47 months

Source: FactSet Page 11 of 16



Indicator

American Express

Bank of America

BB&T

Barclays

Bank of NY Mellon

Citigroup

Capital One

Credit Suisse

Deutsche Bank

Fifth Third

Goldman Sachs

JP Morgan

Keycorp

Morgan Stanley

PNC Financial

Regions Financial

SunTrust

State Street

UBS

US Bancorp

Wells Fargo

Source: FactSet

Latest

2168

139395

1712

2243
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25718

722

1339

5643

3007

2376

13799

2526

12457

923

1961

462

919

124

5977

6008

Bank MPD Statistics as of March 30, 2016

2-Week Change

1-Year Trend

with min/max points

Volume (3—Month Expiry)

120%

— | ———

_ 720%

66%

500%

LB

270%

220%

110%

—_— e | e

_ 670%

_ 67%

32713
0

187673

0

6459

859

22171

57016

7596

12477

38235

7607

19311
0

132116

0

3099

36166

4932

4832

3345

961

2034

9927

55478

Long-Term Range
with median, IQR, and max/min

21'68
623 F[[]---------- 4 32713
last 47 months
139395
7419 + [T]- I 4 363160
last 47 months
1712

126 F L F-------- 4 6490

2243
SHl-~---------- 4 11011
last 47 months
339
amy------------ 4 22171
last 47 months
25718
1104 p[[]---------- 4 140439

last 47 months

136 HL]----------- 4 16299

0 1[|' ------------ 4 15145

5643
BT ----------- 4 38235
last 41 months
3007
B} ---------~-- 4 19127
last 47 months
23'76
296 F-[DT_ |-------- 4 28030
last 47 months
13799
943 "[h ___________ 4 132116
last 47 months
2526
44 - - 4 76270

last 47 months
12457
327 F[[]---------- 4 69872

923
42 ¢ |j:| ————————— 4 5757

20 fl---------o--- 4 47940

61 [}---------~-- 4 13788
last 47 months
919
WHZ---------- 4 5339
last 47 months
124

6M[F----------- 4 6502

52 []----------- 4 29142

950 H F---------- 4 121351
last 47 months
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Indicator

Aflac

AlIG

Alistate

Ameriprise

Chubb

Hartford Financial

Lincoln National

Met Life

Principal Financial

Progressive

Prudential

Source: FactSet

Insurance Company MPD Statistics as of March 30, 2016

Latest

8.93%

11.46%

9.07%

13.35%

8.8%

11.35%

17.86%

13.42%

15.43%

8.75%

14.47%

2-Week Change

1-Year Trend

with min/max points

MPD Standard Deviation (3—Month Expiry)

-0.57% ‘
-0.41% ‘
-0.54% ‘

-2.4% ‘

-0.94%

]
-1.4% ‘
-0.48% ‘
-0.34% ‘

_ 0.64%
-0.32% ‘

-0.19% ‘

13.6
7.11

18.95
9.01

13.18
6.73
18.71
9.76
24.08
6.13
18.69
8.35
22.48
8.98
19.33

9.4

18.94
8.26

13.49
5.79

18.54
10.09

Febll
May20
Febll
Jun24
Jan21
——
May20
Febll
AN
Ju129
Auilg
L
Dec24
Jan21
Jun24
Febll
— FAa=aS\
May27
Febll
AN
Apri5
Feb18
~T A-
May20
Se§23
Jun24
Jan21
\v—
Jun24

Long-Term Range

with median, IQR, and max/min

7.11

8.7

5.83

8.98

5.96

8.35

8.98

9.4

8.02

5.79

10.09

8.93
r{rF-------- 4
last 47 months

11.46
r{r 1]1-------- 4
last 47 months
9.07
F---C11_1----- 4
last 47 months
13.35
F-IL J]------- 4
last 47 months
8.8
rM----------- 4
last 47 months
11.35
+r T }------- 4
last 47 months
17.86
be-d-"----- 4
last 47 months
13.42
F-[IC}-------- 4
last 47 months
15.43
F--CIT }------ 4
last 47 months
8.75
F--IXI}------- 4
last 46 months
14.47
PO ------- 4

last 47 months
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13.46

19.72

24.08

24.35

24.62

23.13

23.83

19.73

20.74
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Source: FactSet

Insurance Company MPD Statistics as of March 30, 2016

Latest

-0.94

-0.72

-0.85

-0.75

-0.67

-0.75

-0.73

-0.84

-0.91

-0.66

-0.77

- B _

2-Week Change

1-Year Trend

with min/max points

MPD Skew (3—Month Expiry)

-0.24

0.066
-1.31

0.019
-1.16

-0.16

0.00034

-1.25
-0.32

' -0.47

-11

0.09
0.38

-1.42

-0.09

-1.67

-0.07
-1.15
-0.51
-1.03

0.42
-1.79

0.24
-2.03

-0.33

0.19
-1.04

Sep09

Oct28
Jun24

o WVwes

Oct14
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Ve

Feb25
Jan07

Jan21
Aug19
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Jul22
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Mﬁﬁls\»l\/\/vv\/\/

Aug26
Oc-tl4

MAAVWIM
Feb18
Oct21

Aug05
Jul22

ST N
Jun10
Apr22

Nov18

Long-Term Range

with median, IQR, and max/min

-1.31

-1.16

-15

-4.03

-1.56

-1.67

-1.15

-1.15

-2.95

-3.54

-1.44

-0.94
F---- ----A

last 47 months

-0.72

r----4{"0T}F---- 4

last 47 months

-0.85

F----- ----A

last 47 months

-0.75

R -4

last 47 months

-0.67

r----CXT}----- 4

last 47 months

-0.75

F====- ===

last 47 months

-0.73
r--{rr------ 4

last 47 months

-0.84

v

i i R

last 47 months
-0.91
oo Co---+
last 47 months
-0.66
A - - -
last 46 months
-0.77
F----- - - |"_'|:| --4
last 47 months
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Source: FactSet

Insurance Company MPD Statistics as of March 30, 2016

Latest
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7.87%
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2-Week Change

-0.77% ‘
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i
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|
|
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3.26

17.72
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0.15

15.1
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1-Year Trend

with min/max points

Market Probability of —20% or More Decline (3—Month Expiry)

Febll
Jun24
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Long-Term Range
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2.4
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3.99

last 47 months
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+HC F------- 4
last 47 months
3.28
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last 47 months
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Insurance Company MPD Statistics as of March 30, 2016

Indicator Latest 2-Week Change 1-Year Trend Long-Term Range
with min/max points with median, IQR, and max/min

Volume (3—Month Expiry)

13168 3061
Aflac 3061 ‘ 0 ...|...|..I.||......||....|......||.||u.:....l...ln 88 "[Ij """""" 4 22718
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10 S e N A TN 1 [ [
AIG 12787 _ 100/0 0] I||||I||||I|||....|.|I...I| ...|.||..I|I||I||III|I|I| 110 '-[Ij 4 103998
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v
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Chubb 1101 34% o | |I ol CY | 4 9027
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Hartford Financial 612 | ||| | 16 Jl------------ 4 37285
0 L PYTPRRYT] || N P | R | IYT] TP
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Lincoln National 348 d 0 AT ...|.I..........|.|..|..... 51 "m} ““““““ 4 8403
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(o T T T T T | [
Principal Financial 78% o il ..|.||...||||..||..IIII|.|.|.|||||III||..| 2l 4 2956
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