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WATCHING “FANG & NOSH”

WE WARNED OF EARNINGS PROBLEMS AHEAD

U.S. Earnings Losing Steam
3Q Season Set to Post Biggest Drop in Profits Since 2009
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Change from a year earlier in quarterly earnings and revenue for
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MARKETS ARE REACTING

S&P 500
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SMALL BUSINESS SENTIMENT & CONFIDENCE DOESN’T BODE WELL!

Proxy for small business operating

margin trends, Net % planning to raise
prices less net % planning to raise wages

15%
10%

5%

0%

-5% -
1987 1991 1995 1999 2003 2007 2011 2015



__Gordon T Long

Market Research & Analytics www.GordonTLong.com

THE EXPECTED PROBLEMS IN US RETAIL HAVE ARRIVED

The S&P Retail Sector ETF is down almost 9% in the last 8 days. That is the fastest collapse in this
bellwether industry since August 2011... and it may be about to get a lot worse...

Retail is back to flash crash lows...
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Its biggest 8-day drop since August 2011...

zl I.h'Y L_ !an - ko i b b L lmurm‘L'.A“.‘l w""‘““""'” ‘


http://www.zerohedge.com/sites/default/files/images/user3303/imageroot/2015/11-overflow/20151113_retail1.jpg
http://www.zerohedge.com/sites/default/files/images/user3303/imageroot/2015/11-overflow/20151113_retail.jpg

Gordon T Long

Market Research & Analyticﬁ www.GordonTLong.com

And it's about to get a lot worse...
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THE GLOBAL A/D LINE IS TROUBLING

A major bearish divergence for global A-D line in US Dollars

Chart 3: MSCI ACWI (top) & weekly global A-D line in US Dollars (bottom) - weekly chart
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THE US A/D LINE IS ALSO TROUBLING
A month-long bearish divergence for the US 15 most active advance-decline line

Chart 1: S&P 500 (top) with the US 15 most active advance-decline line (bottom)
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WE HAVE SEEN THIS LEVEL OF LOST MOMENTUM BEFORE

A-D line preceded or coincided with big breakdowns for the S&P 500 in 2000 and 2007

Chart 2: S&P 500 (top) with the US 15 most active advance-decline line (bottom)
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NYSE Advance-Decline Line versus S&P
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THE MARKET IS HELD UP BY 8 “SUSPECT” STOCKS — MEET: “FANG” & “NOSH”

Exhibit 5: If not for “FANG” and “NOSH", the S&P 500 would be down YTD
“FANG": Facebook, Amazon, Netflix and Alphabet (GOOG/GOOGL) “NOSH": Nike,
O'Reilly, Starbucks and Home Depot
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Source: FactSet, Goldman Sachs Global Investment Research
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. Chart of the Week
MARKET HAS NO BITE WITHOUT "FANG" STOCKS

Facebook, Amazon, Netflix, and Google created >$440B value over 2015
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*Despite the performance of the "FANG" stocks,
the overall market remains flat YTD visualcapitalist.com @
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THE “STOCK BUYBACK” GAME MAY BE ENDING

S&P BUYBACK INDEX

1 200-DAY MOVING AVG
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S&P 500 VS. BUYBACK INDEX PERF.
M S&P 500 ™ S&P BUYBACK INDEX RELATIVE PERF.

THE “STOCK BUYBACK” GAME MAY BE ENDING CASHFLOW VERSUS DEBT LEVELS

Buybacks Performance
Relative to Market

Investment Grade
Credit Spread



~ Gordon T Long

Market Research & Analytics www.GordonTLong.com

Net EBITDA 2x Highest since 2006 % of companies with net cash Lowest since 2006

Exhibit 29: “Net Cash” companies are increasingly scarce
% companies with leverage (ND/EBITDA) above 2x vs. % net cash; GS coverage
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Source: Goldman Sachs Global Investment Research.

US corporate net debt has exploded and massively exceeds EBITDA ($bn, S&P 1500 ex fins)
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FALLING MARGIN DEBT SUGGESTS MARKET PROBLEMS ARE LOOMING
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WHAT ARE THEY SO WORRIED ABOUT?

Total NYSE Short Interest And Monthly Change($MM)
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MARKET STARTING TO REWARD RETURNS

Exhibit 26: As the market has grown more cautious around leverage, EPS

growth and buybacks it has started to reward strong returns
EPS growth, balance sheet and returns are market-neutral (top 20% vs. bottom 20%)
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LONGER TERM VIEW

Sometime in 2016, after the central bankers have had another shot at QE, helicopter money and collateral
guarantees it will end - badly

REGRESSION TREND
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MULTI-DECADE CORRECTION

HAVEN'T CHANGED OUR POSITION

After the near term expected correction we still expect markets to head higher towards a “Minsky Moment”
in 2016.

This is based on the assumption that Central Banks will react to any deterioration in the financial markets
with yet another round of crisis driven liquidity pumping!
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Gordon T Long is not a registered advisor and does not give investment advice. His comments are an expression of opinion only
and should not be construed in any manner whatsoever as recommendations to buy or sell a stock, option, future, bond, commodity
or any other financial instrument at any time. While he believes his statements to be true, they always depend on the reliability of his
own credible sources. Of course, he recommends that you consult with a qualified investment advisor, one licensed by appropriate
regulatory agencies in your legal jurisdiction, before making any investment decisions, and barring that you are encouraged to
confirm the facts on your own before making important investment commitments.

© Copyright 2015 Gordon T Long. The information herein was obtained from sources which Mr. Long believes reliable, but he does
not guarantee its accuracy. None of the information, advertisements, website links, or any opinions expressed constitutes a
solicitation of the purchase or sale of any securities or commodities. Please note that Mr. Long may already have invested or may
from time to time invest in securities that are recommended or otherwise covered on this website. Mr. Long does not intend to
disclose the extent of any current holdings or future transactions with respect to any particular security. You should consider this
possibility before investing in any security based upon statements and information contained in any report, post, comment or
suggestions you receive from him.
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