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August is Like the Sunday of Summer, and Markets...
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Words of Wisdom

“For every action, there is an equal and opposite reaction...”

Sir Isaac Newton

“It 1s a case of better having insurance and not needing it, than
one day realizing that one needs it but doesn't have it...”

Acting-Man.com

“I made my money by selling too soon...”

Bernard Baruch

“When there is nothing to do, you do nothing slowly and

Intently...”
Haruki Murakami

“Never underestimate the power of doing nothing...”
Winnie the Pooh
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17 #ATWWY Developed Calendar Bubble Tracking Theme

January 10 Potential Surprises for 2017

February Global Search for Alpha: All Roads Lead To China
March March Madness — Fuel For The Equity Bubble

April April Fools — Hope Is Not An Investment Strategy

May Vacation Comes Early — Sell In May And Go Away

June June Gloom — It’s Not Just A SoCal Thing Anymore
July Knee High By 4t of July — Cornstalks & Equity Bubbles
August August Is Like The Sunday Of Summer, And Markets...

September  Bubble Trouble: A September To Remember

October A Peculiarly Dangerous Month to Speculate in Markets
November  Turkey Trouble Comes Home to Roost in November
December Back Around The World: 2017 In Review
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Current Bull Market 2"d Longest In Duration, 2000 1st...

S&P 500 Index Bull Markets— 1928 to Present
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Newton: For Every Action, Equal & Opposite Reaction
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7/1/15 Thought Experiment Looked Good Until Election

n Mark Yusko

Thought Experiment. Go to cash now and make
zero for next two yrs vs. stay long, make last
10% and lose 38% in normal correction. $1 >
$0.68
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Spotting Bubbles is Easy, Calling Bubbles is Hard...
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Year Ago, JG Pointed Out That Bubbles Need Euphoria

Point of maximum
“Wow, I feel financial risk
great about this $
investment.” “Temporary setback.
I'm a long-term investor.”
Euphoria

Point of maximum
financial opportunity

“Maybe the markets
just aren't for me."”

Source(s): stocktwits.com
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Year Ago Markets (ex FAANG) Didn’t Look Super Bubbly
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Markets (FAANG) Got A Little More Bubbly In Past Year
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Everything Bubble: Max Exposure + High Prices = Losses

5.5
Hussman Strategic Advisors | “ Hussman Strategic Advisors
Everything Bubble M\ 5%
Housing Bubble w\ " \‘ B0
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Investors have bad habit of going
All-In when forward returns are I,
15 lowest and Selling when forward '
returns are highest...
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Source(s): HussmanFunds.com, @JesseFelder
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Market Complacency Now Hitting Record High Levels

Last week the VIX hit its equal lowest level ever.. ..and bond volatilty hit ts lowest level in allhistory..
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Source(s): Global Macro Investor (“GMI”)
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Short Volatility Trade Has Gotten Completely Out Of Hand

T ek Bines

CBOE VIX Futures Open Inteest (14 years)

j "y ™" Day Trading in Wall treets Complex ‘Fear Gauge' Prolferates
(BOE VDX Fture e 0000
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| )
" RELATED COVERAGE
Poliical Trmol I High,but Wll Streets
" FearGauge s Very Low w220
| PN .
PN Former Target
‘ Manager turns
‘ $500k into $12M
MM shorting VIX now
wants to start a
Hedge Fund...
M
’ |
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Soume. B|00mbefg LP Seth M. Golden day trades Wall Streets index of volatiity, the VIX, from his home office in Ocala, Fla

Source(s): The Institutional Strategist Group (“TIS Group”), NYT.com
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Equity Vol < Bond Vol? Bonds Are Senior Claim, Right?

Equities the New Safe Haven?

Bond volatility (orange) vs equity volatility (grey)
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Investors Show No Fear, Levering Investments At ATHSsS

NYSE Investor Credit and the Market

I Positive Credit Balance

dshort.com
August 2017
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Auction Markets Show People have More $ than Sense...

Alarm Bells Ringing
w
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S&P 500 Valuations Bubbly, 2"d Worst in Market History
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S&P 500 Regression Valuation Now 2"d Worst in History

. . dshort.com ' ' ' dshort.com
S&P Composite Index: Regression to Trend s S&P Historical Composite: 1871-Present August 2007
Real (inflation-adjusted) Price since 1871 with an Exponential Regrassion Asof luly Inflation-A djust edR egres sion Channel Asofluly
5120 -
Thislog-scale chartillustrates regression tothe trend This version of the chart creates a channel for

2048 || across over 14-plus decades of markethistory. The atest

the S&P Composite, The two dotted lines have
monthly average of daily closes s 103% above frend.

2560 - the same slope as the regression. The top of the
channel i based on the peak of the Tech

104 Bubbla, The low is hased an the 1932 traugh.
1280 -
512
640 -
156
320 -
------------------------------------------------------------------------ 150%
= 160 - A\

............................................................................................ FIF I

S&P 500 Never at
Top of Regression

0 4
o Channel For Long...
16 A% 0
............................................................................................................... _50%
. Real {inflation-adjusted] monthly averages of daily closes
W o7 fo st monhymeroesof oy The latest price is 103% above trend.
g Lorthmelicook rightds | el o |10
B0 1B 180 190 1810 190 1930 1940 1990 190 197 1880 130 2000 0D 200 1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 1970 1980 1950 2000 2010 2020

Source(s): AdvisorPerspectives.com

MORGAN CREEK 18

CAPITAL MANAGEMENY

ETRANATIVE THINGING ABGUT [NVESTANT



Buffett Valuation Indicator Second Only To Tech Bubble

dshort.com

The Buffett Indicator: Corporate Equities to GDP August 2017
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P/E 10 Valuations > 2007 Level, Closing in on 1929 Peak
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Outside Tech Bubble, Only Aug/Sep 29 Worse Valuation
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The Correlation Between the Crestmont P/E Ratio August 2017
and Inflation from 1871 to the Present As of July
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SPX Nearing 2000 Irrational Exuberance Level, Off Charts
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Valuations At Levels Even Willy Wonka Can’t Imagine...

The Most Expensive Market Ever

S&P500 MEeDIAN PRICE-TO-REVENUE ‘32;3:%
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In Jan CS Made Bubble 2500 Case, 2800 = #1929Redux

First-Half Bubble Pops
S&P 500 hits 2,500 before falling to 2,000

GMO Bubble

2013 2017
Bloomberg 8

Source(s): @TheBubbleBubble, CreditSuisse
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A Repeat of Roaring Twenties Would Take DJIA to 24,000

The Roaring Twenties Versus Today
The bull markets of the 1920s and this decade have led to triple digit gains for investors, but
will they end the same way? 24K

The Dow: 1921-1929 The Dow: 2009-2016 /
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Source(s): WallStreetExaminer.com
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We Said In January A 1929 Redux Takes SPX to 2800...

400.00
The problem with i i lue- i
p- gnoring value-conscious 2 800 - A
warnings that have been proven wrong by
350.00 persistent speculation, overvaluation, and
the belief in permanently high plateaus... 5 950
20000
"last year” |::>
250,00 i
Hoover
200.00 "the year before" i
Republican
Sweep
150.00 Smoot-Hawtey
and Mexican
100.00 Repatriation
A: Roger Babson 9/15/29: "1I'm about to repeat what I said at this time
last year and the year before... S5ooneror latera crash iscoming and it
50.00 may be terrific.”
B: Irving Fisher 10/23/29: "stock prices have reached what looks like a
ermanently high plateau.”
0.00 permahentlymshp : : : ; : :
1924 1925 1926 1927 1928 1929 1930 1931 1932
—Dow Jones Industrial Average

Source(s): babypips.com, ftense.com
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In 1929, August Was Clearly The Sunday Of The Markets

DJIA01/01/1929 Thrul1l2/31/1930
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Two Analysts Call Major Market Cycle Change Q3 2017
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Hindenburg Omen & Exhaustion Gaps Portends Crashes

Now the S&P 500 has been giving breadth warning signs
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Exhaustion Gaps
SPX Gap: daily open at least 0.5% above prior close
SPXwithin 2% of a record high. No further conditions.

and/or

DJIA Gap: dailylow at least 0.25% above prior close
INDU within 2% of a record high

Advisory bulls > 50% (imputed in pre-1560 data)
Shiller PE > 18
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Sornette Model SPX 2500 Aug, Options Crash Prob Low
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Exhibit 12: Implied Probability of & Crash
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Margin Calls Begin, Summer Fun Ends, #RiskHappensFast

dshort.com

NYSE Margin Debt and the S&P 500 August 2017
Real Growth Since 1995

Recessions —e— Real NYSE Margin Debt Growth —e—Real S&P 500 Growth
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Source(s): AdvisorPerspectives.com
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More Defectors To Correction Camp, Still Lots of Bulls

Investors Intelligence Sentiment
Figure 9.
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But Trend Is Strong..!? Always Best At End Of Cycle...

S&P TREND REMAINS POSITIVE...

S&P500
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Multiples & Margins Historically No Impact, Huge 7 Years

Exhibit : S8P 500 Return Decomposition Exhibit 2: S&P 500 Return Decomposition—Total Real Return of 13.6% for the Last 7 Years
100 wl
Mutiple: 3.8% Valuation
. . Margin: 3.2% :j Rf-'t‘:rl']‘
: . 3 Growth: 3.1% Equiibrium
: el Tt Retun: 3 : Dividends: 28% demel Return
Y1001 ¢
E Dividends: 3.4% Equiliorium 5
; Real Growth: 23% el Retum y
E Margin: 0.5} Valuation i
: 10 Mattple: 0.0% Retum ‘.
3 J
0 0
01 - 30% -
190 199 198 197 006 2005 00 2010 2002 208 014 05 016 200
Asof 63017 Asaf6/30/17
Source: GMO, Worldscope, Compustat, MSC Source: GMO, Worldscope, Compustat, MSCI
Note: he "Muliple”drver includesarecalaning efec essenilly the mpact of more expensie companies  Note: The "Multiple”driver ncludes  rehafaning efect essentaly the impct of more expensive companie
entering the index and cheaper companies exiting. entering the index and cheaper companies exting).

Source(s): GMO
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Multiples & Margins Compress, GMO Not Always Bearish

Exhibit 3: S&P 500 - Building a 7-Year Forecast Exhibit 8: Evolution of Real Equity Valuations ~7-Year Asset Class Return Forecasts (US Stocks)
I . Capital  Effective E 12 1 - Equilibrium Expected Returns
Growth  Yield* > 101 89 89
~
Normal  16.0 5.7% Normal ~ 2.9% 2.9% IQ-J
Corent 204 | 6ox  VAMAON pe |3y c
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2
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P/E + Margin + Capital + Effective = Total 7
Contraction Decrease Growth  Yield Return E
% - 34% §
€
£
g
‘8 dJ
US Equities S Equities US High
(Large Cap) (Small Cap) Quality
6.0%
8% -
Asof 6/30/17
As of 6/30/17 Source: GMO
Source: GMO ) '
*Effective yield represents total payout including cash dividends and share buybacks. Current cash dividend yield Note: The chartrepresents oca, el returnforecasts or severalasset classes and notfo any GV fund or
for the S&P 500 is 2.0%. strategy. These forecasts are forward-looking statements based upon the reasonable beliefs of GMO and are not a

Note: The chart represents a real return forecast for the above-named asset class and not for any GMO fund or guarantee of future performance. Forwarc-looking statements speak only as of the date they are made, and GMO
strategy. These forecasts are forward-looking statements based upon the reasonable beliefs of GMO and are not a assumes o duty to and does not undertake to update forward-looking statements, Forwarc-looking statements

guarantee of future performance. Forward-looking statements speak only as of the date they are made, and GMO . L o ) . )
assumes no duty to and does not undertake to update forward-looking statements. Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, which change over fime. Actual results may differ

are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results may differ  materially from those anticipated in forward-looking statements. US inflation is assumed to mean revert to long-
materially from the forecasts above. term inflation of 2.2% over 15 years.

Source(s): GMO
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GMO Forecasts Negative Returns for U.S. Equities Again

CMO,

7-Year Asset Class Real Return Forecasts®*

Alpha

As of July 31, 2017
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*The chart represents local, real return forecasts for several asset classes and not for any GMO fund or strategy. These forecasts are forward-leoking statements based upon the reasonable beliefs of
GMO and are not a guarantee of future performance. Forward-looking statements speak only as of the date they are made, and GMO assumes no duty to and does not undertake to update forward-
logking statements. Forward-looking statements are subject to numerous assumptions, risks, and uncertainties, which change over time. Actual results may differ materially from those anticipated in
forward-looking statements. U 5. inflation is assumed to mean revert to long-term inflation of 2 2% owver 15 years.

Source(s): GMO
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Valuation Determines Returns, Disappointment Looms...

200% 18%

Hussman Strategic Advisors Hussman Strategic Advisors
175% |

Market vaoluation measures presented os % deviations from 16%

their respective historical norms ’
150%

S&P 500 forward operating eamings and revenuves imputed
prior to 1980 based on estimated relationship with other 18%
observable dota series.
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5% 0.5%current 10y Thond yield +0.1%current 30y Thond yield
ST S - B S S R S SN G S I S - QR . B S Estimated 12-year annual Treasury bill return:
= w w w 1] [I-] [I-] = I~ = -] -] (-] (1] (1] [-;] o (=] (=] - - .
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——Market capitalization of non-financial equities / nominal GDP ——Estimated 12-year annual nominal total return on conventional 60/30/10 mix of S&P 500, Treasury bonds, and T-bills

——Price / Revenue
— Actual subsequent 12-year nominal annual total return on conventional portfolio mix

—Nonfinancial market cap / Gross Value Added (see Hussman 05/18/15)

Source(s): HussmanFunds.com
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Gravity Rules And What Goes Up Must Come Down...

declines that were much worse
than blue outline would imply

. [
»
Many market cycles across ' [
history were completed with l

The deferral of conseqgquences showld not be confused
wiithh the obsence of conseqgquences. Extreme valuations
ore permissive of enormouwus losses over the completion
of the market cycle.

Hussmran Strategic Advisors
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183
2005

—— Monfinancial market capitalization /) GDP (left scale, log, inverted, axis truncated at 0.5)

What this chart screams out to investors is the level of overvaluation sets expectations for market losses over the
completion of a given cycle. Negative consequences were certainly deferred both during the Tech Bubble and again in
recent years, but material losses, commensurate with peak market valuations, were never avoided in prior cycles. The
belief that Fed-induced speculation creates “wealth” is a conceit that rests on the delusion that “wealth” is embodied in
the price of an asset, rather than the stream of cash flows it delivers over time. My impression is that future versions of
this chart will require a great deal of red ink. Notice how swiftly that ink tends to run.,..

Source(s): HussmanFunds.com
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Worst 10% of Market May Not Fall As Much As 2000-02...
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As Financial Engineering Ebbs, Bubble Fuel Disappears

US share buybacks (quarterly data, USSbn) v S&P 500
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Correction Crowd Voting w/ Feet, Someone Buying, PPT?

Streaks of consecutive weekly US stock fund outflows NetSpec  Postionn &P Eini Future
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Massive Volume Divergence, Vacations Are Almost Over
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Sunday Of Summer Phenomenon Stronger In “7”’Years...

Unlucky Sevens?>

DJIA Daily Pafferm During Years Ending
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World’s Greatest Indicator Sitting Right On Yellow Zone...

Z9-Aug-2017

$OEXAPODR S&P 100 Percent of Stocks Akove 200 Day Moving Average (EOD) INDX
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Calendar Turns Negative in August, Macro Weakening Too

CALENDAR IS A HEADWIND INTO MID-OCTOBER MACRO BAROMETERS STILL TEPID AS WELL
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Despite Steepening Narrative, YC Continues To Flatten

10yr -2yr Spread

Yield
US Benchmark Bond - 2 Year (Both) — US Benchmark Bond - 10 Year (Both)

Source(s): @GS_CapSF
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That Was Quick! So Much For the Higher Rates Narrative

YIELDS TRYING TO HOLD 2.10-2.20% KEY SPOT FOR GERMAN YIELDS AT 200-DAY SUPPORT \
US. 10-Year Vield - Germany 10-Year Yields
65-Day Low Line 50&200-DayMA
F2EI0
' }' b
]
N . b
{ =1 German yields
210% tend to lead U5,
! ' b yields. Thisisone P10
i Yie]dﬁ are | — thhe more
‘ fryingto | 3 important charts
defend the inour deck.
‘ 220 level. [
Major support
is 240, !
S
w00
b1
T TR S e e~ i e A
s 1 o] o s | e W
S3GI0HR e (15 el Gt L0 fer Vi) SR TRCHNICAL ANALYS Dy 30 upratts 2007 Soonbern Fance L2, Do 5z (SOBRL nde (Germany Gemeric Gt 1 ) AP TCHATCL AHALNGES Dy I0E Copyrgts 017 By i LP, (Mg 007 430

Source(s): Strategas

MORGAN CREEK 47

CAPITAL MANAGEMENY

PANATIVE THENGING ABGUT INVESTANTS



Downtrend In Rates Good Until 10 Yr. > 3%, < 2% Likely
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Long Bonds Rally On Cue During Dog Days of Summer

20 Year Avg Performancefor 30-Year Bond
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Stock/Bond Ratio Nearing Breakdown, Bonds Running
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Forget Border Wall, Alt-View Markets Climb Wall Of Worry

2013 “SPINACH” PERIOD TURNED OUT TO
BE A GOOD BUYING OPPORTUNITY
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Consensus Believes Equities Can’t Fall If CBs Doing QE

HARD TO BE SHORT WHEN GLOBAL CENTRAL BANK
BALANCE SHEETS ARE STILL GROWING

The Fed's Balance

Total Assets on Central Bank Balance Sheets
FED, O, ECB S

Sheet may be flat but B0

the balance sheefs of

the Bank of Japan and S0

the ECB are sill
arowing,

Source(s): Strategas
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Fihinflation inthe U, Japan and the Eurozone rnming ot
”%04%0«1 14% respectively,the fuctthat the aggregate
central bank balance sheet is sf H growing at mare than 16%
might make the skeptical investor wonder whether monetary
policy is contributing rather than counteracting deflationary
forces

UNTIL COMBINED GROWTH OF BALANCE SHEETS
DECLINES, MARKETS WILL CONTINUE TO GRIND HIGHER
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Global CBs Monetized Bulk of Post-GFC Debt Expansion

CBs bought most of gov't debt expansion
Aggregate balance sheet of large central banks, 3Stn & % of GDP

S tn 40%

20
35%

16
30%

12
25%
8 20%
4 15%
O 10%
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Souwurce: Titi Reseasrch, Haver.

Source(s): @jsblokland, @jameshenryand
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Complacency Is Cyclical, Correlated w/ Fed Largesse

VOLATILITY TENDS TO MOVE IN A SECULAR FASHION

80

n

60

0

Source(s): Strategas

CBOE SPX Volatiltiy Index
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Demographics Is Destiny: #FedInABox Cannot Shrink B/S

Firstly, the impact of the BBs retiring on Consumption...
Seconaly, what to expect from the Fed as they fight the waves of retirees..

US Labor Force Participation GMI Composite vs. US Personal Consumption 10Y010Y% US Labor Force Participation GMI Composite vs. Fed Balance Sheet
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LR — US Labor Force Participation GMI Composite

— IS Personal Consumption 10Y010Y% % 00 15" 1,000,000

69.m Snaeadikall oo a@nesscanenonesuacse
40 6800 2000000
L T e
0 6700 3,000,000
67-w ........................................................................
0
Y WOURE 600 400000
B s oremsasnsasnssnsmsnsensnagararsmesrisi e N i 6500 5000000
BAQD foxensmsnenrarassnanensnnasannansnsasasanenensanas e Ne s eaea s n s ananas 0 6400 6000000
— S Labor Force Participation GMI Composite
.......................................................................... -0 ARy
600 600 ~— Fed Balance Sheet - Inverted 7000000
6200 ' ‘ ' ‘ ' . b ) R
6200 8000000
0005 N0 NN NM 07 A0 A3 06 WY 1995 199 201 204 2007 010 2013 06 00 AR B N8

Source(s): GMI
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Fed Will Never Be Able To Unwind Balance Sheet...

TOTAL OUTSTANDING DEBT NEARING $20 TRILLION
WITH THE FED BALANCE SHEET HOLDING $4,5 TRILLION

U.S. Total Debt Outstanding (5Tn) vs.
Fedetal Reserve Balance Sheet (Tn)
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Source(s): Strategas

ROUGHLY 50% OF U.S. OUTSTANDING DEBT

MATURES IN THE NEXT THREE YEARS

U.S. Outstanding Marketable Sovereign Debt
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(YR
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17.6%
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(By Maturity Timeline)
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BOJ Doubled B/S 2008-12, Couldn’t Prevent Nikkei Falling
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People Forget That Data Always Strongest at the Top

Global synchronized economic expansion. First time in a decade that all 45
countries tracked by OECD are growing (33 are accelerating).

Number of major economies tracked by the OECD with:
B Accelerating growth [ Slowing growth JJJ Contraction

as

_-

35

2007 ‘o8 o9 3O m 12 13 14 1S 16 7

Note: 2017 is a forecast based off first and second quarter data for most countries
Source: Organization for Economic Cooperation and Development

THE WALL STREET JOURNAL

Source(s): @DriehausCapital
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Global Economies Slow In Fall Season of Business Cycle
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ISM Recovery Has Been Swift From “Contraction”

Surprisingly, the ISM is back at mid-cycle highs...

And that is putting a relentless bid under equities, which still have room to move to the upside vs.
their relationship with the ISM...

ISM [SMvs. S&P 500
B e i et 87 r 15
— S&P 500 YoY%
k70
. — M
0 i
H 65
5 e
. 8
9 7 M 55
0 [\gl i 50
45
4
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40 1 L0
40
35 A [ 35
40 £l
B ; i . A 2000 2003 2006 2009 012 015 018
200 2002 2004 206 2008 010 012 214 016
Source(s): GMI
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Perhaps ISM Recovery Overstated From Inflation Data?

University of Michigan Sentiment is diverging against ISM...

ISM vs. U. of M. Consumer Sentiment

Divergences keep growing between ISM and Food Sales...

ISM vs. US Retail & Food Services Sales YoY%
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ISM vs. US Car Sales YoY%
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Some Evidence That Economic Cycle Is 2000 Redux

ISM New Orders should fall...

ISM New Orders

R e —— ISM New Orders YoY% 2013 - Current

—— ISM New Orders YoY% 1995 - 2003 - RHS

=20

-30 -50
2013 2014 2015 2016 2017 2018 2019 2020

... along with Durable Goods...

US Durable Goods Ex-Transport

Source(s): GMI, @gamesblazer06

Manufacturers New Orders: Nondefense Capital Goods Excluding Aircraft
Juy 2017 63.7648iion -» Yo +3.45%

Source: US Census Bureau
3000 1
Durable Goods Orders Rolling
i Over Right On Cyclical Cue...
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2000 Redux Peak In September Looking Eerily Similar

And the time comparison does still suggest the SPX has a bit further to go before topping out...

S&P 500
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Source(s): GMI
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U.S. Housing Market Rolling Over Right On Cyclical Cue
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Industrial Bellwethers Breaking Down, Signal Recession

Major stocks such as GE (the third largest manufacturing firm in the US) are not playing the game and
have broken dovin, usually th sign of an impending recession.. Exxon, the largest industrial in the US is also close to breaking..

Source(s): GMI
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Temp Services Declines, Recession & Markets Follow...

*ad = 9:azPrm o S2°%c ==

< fal) stockcharts.com < | —— 3
WPPGY - Sharp... plc - Wikipedia | WPPGY - Sharp... | Favorites danwoog.files.._.. € RHI - SharpC..

3
Create & Chart: [ SharpChart: n > A Seo ) Symoos Cmaicg
yrenot Parnoc
B3l Daity UpcEate = =R
> Refresh: Off Q Inspect & Save (= Save As 3 Delete < View AR o Edit List
® StockC harts com

RHI Robert Half 8, . NYSE
23 Aug 07
SemSIcia) 41.59

Open 4= 50 High <200 Low 43 4n Close 43 70 WVolmme 725 7 Chag -0 13 (O S0%) —

— RHI (Caily) 43. 70
—rasd 2
—rmsr 1

—Full sTO j‘,xfi-.sn s-z.o(-)iso.-z- :-;:' = s 2 = A I 3 3 i [ —so
o7 ' ’ ‘ | : | Y | ‘ 1 ',{ !‘l 1 | ‘::| “‘ 1 II i ¥ | A | 11 I
A O TP -

— TRIX(D.4) -O.284. ~-0.33= 2s

— TSI(1S.9.43 -24.12, -2&.52

'\.f\\. A .uﬂAM‘.lﬂl.hk A .‘lkhh nl-hﬁm.ﬂ.ﬁ At ..nJ.M .M.nMLJAhﬂﬂhmPln_.u Amnnn %

Source(s): @anilvohra69

MORGAN CREEK 66

CAPITAL MANAGEMENY

ALTEANATIVE THENGING AROUT INVEITAINT



When Bank Lending Turns Negative, Recessions Begin

Collision Course - Fed Hiking, Economy Slowing

YoY US loan growth for corporates & consumers
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Contrary To Popular Delusion, Biz Cycle Alive & Well...
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US busingss cycle dating based on profit margins
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Working Age Pop Growth & Productivity Crash = 1% GDP
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S&P 500 EPS Rising For First Time In Three Years

2017 W1ll Likely Be the First Year of
Meaningful Earnings Growth Since 2014

S&P 500 Annual Earnings Estimates
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S&P 500 EPS Show Signs Of Fatigue, 2" Slowdown

The Most Important Charts We Watch: Earnings & Credit
Curves Diverging; Earnings Curve Remains Bullish

Excluding Strongest Sector (Energy),
Earnings Showing Fatigue
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S&P 500 Sales & EPS Growth Looks To Be Topping
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Equities Been Strong, Tech Bubbly, Now Defensives Rise
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#FANG Sowing Seeds Of Own Demise? They Always Bite

8/25/2017 Too FANGtastic for their own good - Real Vision

ANNUAL RETURNS: FANGS VS S&P
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The FANG stocks are under threat — could now be the time to shift to a long-term bearish outlook? Jesse Felder
thinks so: Threats to the digital advertising market are emerging from ineffective campaigns that fail to deliver
tangible results. Big-spending consumer staples groups like Proctor & Gamble are pulling the plug.

Furthermore, the deployment of unethical marketing tactics by Facebook and Google will shift public sentiment
against two of the world’s most popular brands. Netflix faces new competition from Disney, and Amazon is just
everywhere. Is this the pinnacle of FANG-mania and the start of a broader secular decline?

Source(s): @expatviking
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Even Great Cos Growth Rate Falls As Market Share Rises

Revenue Growth Rate 2%
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#FANG Is Not Exception To Rule, Will Follow AAPL Path

80%
Hussman Strategic Advisors
T0%
T
2 W e
g L Y A
0 &
> " . ﬁi‘ A
[y]
[
E™ iixi‘ﬁ
2 $ A
=]
g 0% }A
0 T
3 * ‘t A
0 O
5 o AME ? A
< X
% ¢ ’“ﬁ*‘ .
% & tﬁia. o
i o T—‘_W o . ry
]
2 5 "7 whan ﬁ
H A, A
v 10% &
- A
L
c
& 0% L *
-10%
0% 20% 40% 60% 80% 100% 120%
Company revenue as a percentage of 02 2017 TTMannual revenue
¢FB AAAPL ¢AMIN ¢NFLX =GOO0G

M

Logical question is
why are multiples
rising as revenue
growth rates fall...?

A
Va

0%

'S

10%

N
v\,

0%
2006

2000 2008 2009 2000 201 2012 013 04 2015 2016

—Total revenue: FB, AAPL, AMZN, NFLX, GOOG - year-over-year growth

Source(s): HussmanFunds.com

MORGAN CREEK

CAPITAL MANAGIEMENTY

76

ALTEANATIVE THINGING ABOUT INVETTMINTS



Technology Suddenly Hits Wall, Maybe Valuation Matters

KEY SPOT FOR THE SEMIS HERE

S&P Semiconductors Index - Equal Weight
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back to near-term it
support, We'll be
watching how the

group reacts as a read o
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| o r on risk appetite,
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S&P Investors Not Hedging, While Tech Investors Active

NOT MUCH OF A RESPONSE FROM PUT/CALLS YET

NASDAQ 100 PUT/CALL RATIO IS FAR MORE EXTREME \

S&P 500 Nasdaq 100
50 & 200Day M4 ; 50.& 200-Day MA 0
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S&P 500 Breadth Deteriorating, Momentum Now Fading

BREADTH DECENT, NOT EXCEPTIONAL YESTERDAY INTERNALS NOT CONVINCING YESTERDAY
S&P 500 0y S&P 500
; ' 50 & 200-Day MA
A i
1 s Fi
Pl 1
Yy T
' nwf = Foral%S&P gain, -
) hreadth was more )
§ i tepid atjust +3to 1 P2 Rallis off recent lows
+MW advancersvs. | A havebeenassociated | 0
{ .0 with aspike inthe % [**
¥ decliners. | T
of stocks with positive
price alerts (+2
P20
standard deviation rim
daily advances)... we
did not see that
yesterday.
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Dispersion Across Mid-Cap Equity Sectors Is Dramatic

30 30
S&P 400 SECTOR INDEXES 2017 PERFORMANCE Latest data thru: 08/28/17
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Retail Nightmare Continues, Not Just AMZN Road Kill...

RETAIL TESTING IMPORTANT SUPPORT AGAIN

S&P Retail Index - Equal Weight

Monthly

that support holds

Difficult to imagine
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Consumer Staples Weakening As Consumer Rolls Over

REITERATING BEARISH CONSUMER STAPLES CALL

S&P Consumer Staples Sector
50 &200-Day MA

continue to deteriorate and
price action has been poor
even against the hackdrop of
lower rates. Use any short-
term rallies to reduce
exposure,

% of Stocks Above 200-Day MA

We think the Staples sectoris | ()
in big trouble, Internals |\
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TREND MODEL WEAKENING FOR CONSUMER STAPLES \

S&P Consumer Staples Sector

\

t

Trend is the basis for
every call we make.

negative yet, our model

has deteriorated for
the Staples.

Strategas Proprietary Trend Model
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While not outright |
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Negative Trend
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Small-Cap Surprises, Defensives Lead, Energy Crushed

25 25
S&P 600 SECTOR INDEXES 2017 PERFORMANCE Latest data thru: 08/28/17
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Small-Cap Stocks Turn Down As Tax Relief Hope Fades

SMALL-CAP TRENDS DIVERGING FROM LARGE-CAP

LARGE & SMALL-CAP TRENDS BY SECTOR... FINANCIALS BIGGEST DIFFERENCE

S&P 500 .
b 0
04200 Lar A 5 % of Stocks in an Uptrend
S&P 500 vs. S&P 600 Sectors
BS&P 500 Sectors  B15&P 600 Sectors
While large-cap +ea| | 100%
trends are still
decent, there'sbeena |, BI% ey
notable divergence |
from small-caps. o
This bears watching 1y
moving forward,
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Small-Caps, Regional Banks

In Particular, Turning Down

REGIONAL BANKS BREAKING DOWN

KBW Regional Bank Index o

50 & 200-Day MA

.......... SR | I 11

~
/ The correctionin }

. Regional Banks may |~

/ ultimately take a mave
to the 2016 breakout
level, roughly -8% from
current levels,

SaE ]
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=

THE VALUE LINE INDEX IS STILL UNDERPERFORMING \

Value Line Arithmetic Index
50 &200-Day MA

While the “average" stock is i
still in an uptrend, we're

mindful that performance #

continues toweaken vs. the P4
cap-weighted S&P. I
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Those Who Ignore the Past are Doomed to Repeat it...

4500 ¥
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Credit Backdrop Still Remains Supportive Of Equities

WE GET MORE WORRIED IF CREDIT MEANINGFULLY WEAKENS

NO MAJOR ISSUES WITH SECTOR HY SPREADS (YET)

S&P500 Sector High Vield Credit Spreads
508 200Day M4 , P
S0
| By August of ).,
} 2015, credithad | ~
| alreadybeen | © Lo
i deteriorating|
; meaningullyfor Weakness from Energy has |
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3 asetoday p extent, an important b
| i
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Correction Fear High, Causing Highly Fragile Markets

HUGE SPIKE IN VIX ETF VOLUME TACTICAL CALL REMAINS CAUTIOUS

S&P 500
iPath VIX ETF (VXX) 50 &200-Day Ma |
50 & 200-Day M4 "
We realize volatility 2l
remains historically low, B
N but find this volume
\ spike to be reflective of pil
: afrag; f;:::gj;i Spikes in 20-day
\ lows > 50%are |
. more consistent "
™~ with tradeable lows.
Not there yet..
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DIY Hedge Fund Strategy: Long “Quality”, Short “Junk”

$&P FUTURES POSITIONING LOOKS AGRESSIVE...

..[HOUGH THE STREET I8 SHORT SMALL-CAPS

E-Mini S&P 500 Futures Russell 2000 Futures bish
50 &200-Day MA . 50 & 200-Day MA
Most Hated Bull
Market Narrative
) , M)
Doesn t MatCh Data .‘“‘ ,.‘yv '} ThEpOSiﬁOﬂing .
J! 3
’ o data suggests
\ Inthe pa§t‘, spikes in long invastors are L
positions have been plaping forlrge-
consistent with market i caps tocontinue gl
consolidations, outperforming "
small-caps. We
wonder if this trade "
is getting crowded...
ey Net Positionin,
| Net Positioning o g i
. Bl
Net Long 957 Percentle Lot
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____________________________________ ___ U A 1. |
Net Short 93T Percentile
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Lower Equity Correlations Bodes Well For Active Mgmt

EQUITY CORRELATIONS REMAIN RANGEBOUND AT LOW LEVEL
REAL PUSH TO INDEX FUNDS BEGAN IN 2013 :

$&P 500 -

50 & 200-Day MA 1
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Value Poised For Comeback Versus Growth Next Decade

VALUE INVESTING POISED FOR A REBOUND; GROWTH’S

OUTPERFORMANCE 2 ST. DEV. WIDE vs. VALUE LAST 10 YRS. '
Russell 3000 Growth Relative Russell 3000 Value NTMPE
Annualized Trailing 10-Year Relative Total Return 1 I J ) 5
e Russell 2000 Growth - Russell 2000 Value «ssree Avg. -2 StDeV. mm—+2 StDev. . {; d ,‘U'Of"f.) ﬁszﬂﬁg f (;f’
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2% n.-/‘// WA I last  decade, Growth
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Relative Valuations Favor EM > Japan > Europe > U.S.

25 - 25
| MSCI FORWARD PIE
(weekly)
Forward PIE*
Capped at 20 Emerging Markets (12.3)
20 — EMU (14.2) —20
— Japan (13.8)
— UK (14.4) 8/17
— S (17.9)
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* Price divided by 12-month forward consensus expected operating earnings per share.
Source: Thomson Reuters I[/B/E/S.
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Investors Cheer S&P EPS, Paltry Compared To EU/Japan
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Abe & Kuroda Still Focused On Reflating Japan Economy

INFLATION ISN'T DEAD IN JAPAN JAPAN: MORE GROWTH IN THE WORKS FOR 3Q

0,
Japan: CPI: Al tems Excluding Fresh Food Japan Mg PN (LHS) v. Real GDP (RHS, QoQ%)
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BOJ Goes All-In To Support Abenomics Reflation Plan

Bank of Japan: The ETF Whale

Japan's central bank owned 60% of the nation's ETF market as of June 2016

M Bank of Japan Holdings M Rest of Market
$160b
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60 Kuroda triples ETF buying |

Kuroda doubles ETF buying :

Kuroda fires bazooka

40
" R

2010 2012

vestment

it USDIPY rate of 102
Source: Bloomberg LP

Source(s): Bloomberg
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European Equities Stalling After French Election Boost

15 15
| MSCI SHARE PRICE INDEXES Latest data thru: 08/28/17
(percent change ytd in local currencies)
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Source: Morgan Stanley Capital International.
Source(s): Yardeni.com
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Challenge Is Europe Might Have Peaked For This Cycle

EU: IS THIS AS GOOD ASIT GETS? EURO APPRECIATION 1S ANOTHER HEADWIND

, MustPicc L6 b
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European “High Yield” Bond TradeThrough Treasuries?

Peak Complacency

Euro Junk-Bond Investors{(

— BofA Merrill Lynch Euro High Yi&
— US Treasury 10-Year Yield

d Index Effective Yield
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Source(s): @RVPub, thecreditstrategist.com
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Flattening YC Portends Lower Stocks In Germany

B THBMKIE-OY Disily = bt 100,01
I 0.60

O WIS (7 (2

(A I\
Limuiz L

| \ 1.5

1 | T
(I By o | V1 04
V] 0
03

0.5

/ | ¥

Woluie = BBigCharts.com

Exchange provides
o volune data

Feb ar fior Hay Jn Jul fug 0"

oy Yy

Source(s): BigCharts.com, @macrodidact

MORGAN CREEK 99

CAPITAL MANAGHEMENY



Peripheral European Markets Looking Strong (ex Ireland)

40 40
MSCI SHARE PRICE INDEXES Latest data thru: 08/25/17
] (percent change yid in US dollars)
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Dollar Bulls Say “Correction” Reaching Critical Level

Let's re-look at the dollar. The correction has now moved into the danger zone. If it goes further there
s a significant isk that the dolla bull market s over and it would be wrong to expect further highs..  The correction s also now just over 38.2% of the up-move, which s atypical support zone..

Source(s): GMI
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If King Dollar Dethroned, Commodities & EM Should Rally

What happens if the dollar has changed direction properly? .. and would confirm the break of the largest potential consolidation pattern n history..

That being said, if the dollar does just keep falling then the world will change extensively. Oil would
probably form an inverse head-and-shoulders bottom..

Source(s): GMI
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Dollar Has Been In Free Fall Since December, Oversold?

§ BULLS HAVE CAPITULATED HATE THE TREND, BUT THE § CAN LIKELY BOUNCE HERE \
US. Dollar Index (DXY) US. Dollar Index (DXY)
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Dollar Follows Cyclical Pattern Within Secular Downtrend

Dollar Index 8-year Cycle

Search History = 41.5 years, PEAK = Current
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EM Equity Mkts Evolve, Now Less Commodity Dependent

E.M. STOCKS ALSO STRONG, DESPITE COMMODITY BACKDROP

= BOO

Equal-Weight Commodity Index

=T

P 500

\

Another asset class
correlation breakdown... F3m
Emerging Markets are
ignoring the continued
weakness from commodities.

MSCI Emerging Markets Index - 1500
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CCI Index (Thomson Reuters Equal Weight Commadity Index) CCT US EM Weekly 310EC Copyright? 2017 Bloomberg Finanoa LP. 23-Aug-2017 13:52:03

Source(s): Strategas
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Old World Order Being Restored, EM Wins, Chindia Rules

Economic history of China and other major powers NonAsan anct
Share ofworld GOP Chilzations
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Demographics Is Destiny & Life Imitates Data Science...

13 Mark Yusko Retweeted

Markets360™ @4rkets360 - 45m v A
China is skewing older and more male, Also losing base of young workers who N

could support the rest of the population
visualcapitalist.com/animation-comp...

“ang) e

Population projection &

e

" A
o //(/‘ . ‘ \d\\\\\\

China 2018 India

Male Female

Total: Total:
1,384,688,986 1,296,834,042
Data source: US Census Bureau IDB
sMedian age Visualization by @aronstrandberg
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Source(s): @DrPilkington
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EM Equities Look Poised For Decade of Dominance

EM equities would rise to the top of the trend channel, which has been in place since 1957.. ...and would begin to massively outperform developed markets over the next decad..
EM Equities: Log Scale EM. Markets vs S&P Relative Value : YoY% 10-Year MA
0 s U e R .
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Source(s): GMI
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Emerging Markets Dominating As Global Markets Stall
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52-WEEK HIGH FOR E.M. CURRENCY INDEX

JP. Morgan Emerging Market Currency Index
50 & 200-Day MA

EM Currencies Now

phi

L]

Strengthening Versus [#
Dollar, Solid Tailwind
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Asian Markets Strongest in EM, LatAm Now Gaining Fast

il

MSCI SHARE PRICE INDEXES
(percent chiange ytd in US dollars)

Iy
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Latast data thru; 08/25/17

0 BRAZIL CONTINUES TO ACT WELL, BREAKING OUT

Bl Brazil Bovespa
50 & 200-Day MA

The mult-year bear market in a

Brazil ended in 2016, Price
action remains hullish,
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BIC >R in 2017, Russia Extremely Cheap, Turned 6/22?

45 - 45
MSCI SHARE PRICE INDEXES Latest data thru: 08/25/17
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EM at 800 Ib. Gorilla Resistance Level, Momentum Solid

X4 68.3079

68.3079

RSl . K=
% \[/
‘”/ ﬂ M /\A/\M W\MW W @) 50,0000
'\}’ : 25,0000
) ISHARES MSC| EMERGING MARKETS ETF, W, BATS 044.91 H44.91 L4427 ( e
55.00
800_Pound () 50.00
M‘ Resistance N
| : 4530
| ar' N /ﬂ ‘ EEM .
i A L T 4429
M W T
JON : ( ’ w Kimblecha ingsol%ons.com
\ ‘ o . 35.00
"|Emerging Markets (EEM) 30.00
¥ f The 18-Month trend remains up. The 6-year 5,00
trend is sidewa{s, as EEM is facing an 800 Eound '
J resistance gorilla at (1), with momentum highest
" |since 2007 at (2). 20.00
Concerning message for bulls is if support I
breaks at (93). o
2007 2009 2011 2013 2015 2017 2019
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Some Seasonal Headwinds For Emerging Markets in 2H

CREDIT SPREADS ARE GENERALLY SUBDUED SEASONALS ARE CHOPPY NEXT FEW MONTHS
Emerging Markets Emerging Markets Daily Trading Performance _
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MSCI Inclusion Decision on China ADRs Ramps Demand

THE CHINESE ADR’s CONTINUE TO ACT WELL

Nasdaq China Golden Dragon Index

50 &200-Day MA
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Not Just China Internet Stocks That Are Rallying Now

THISISNOT GETTING ANY ATTENTION... \

Hang Seng Industrials Index
50 & 200-Day MA

It's hard to get too bearish on
China with the Industrials as
strong as they are,
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One Issue For EM: China Credit Impulse Run Its

Course?

mBloomberg Intelligence China Credit Impulse - La
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CHBGREVO Index (Bloomberg Intelligence China Credit Impulse) xOther - White Char

Source(s): @JP_OB, Strategas

m Mﬂow ZME

Copyrighte 2017 Bloomberg Finance L.P.
15-Aug-2017 20:01:24

W ISM Manufacturing PMI SA - Last Price on 7/31/17 (R2) 5.3 | -15
M Difference Study JP !

M CH - M1, 3mma / China GDP Curren[}k{me NSA 04/30/1996-05/31/2017 (R1) 0.6804 +.0092
B ImpulseFlow Study JP [ ‘ 00471

'05('06|'07|'08|'09]'0|"1|'12|'13|'14|'15|'16|'17|'18|'19
flex (ISM Manufacturing PMI SA) WO Cycle - ISM Coinc. 1 Monthly 310CT1

Copyright8 2017 Bloomberg Finance L.P.

02-Aug-2017 11:35:38

‘g3 '95 ‘g7 99 ‘o1 ‘ez ‘oz o7

China Headline Output Prices PPI Y/Y%

[0
1]
&

MORGAN CREEK 116

CAPITAL MANAGHEMENY



Rising Correlations Historical EM Risk Factor, Flows Ebb

IntraEM correlations on the rise

cornelation coeficient, dashed ines ave the period averaee, shaded aress represent ron-
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Real Assets Extremely Cheap Relative To Paper Assets

Real Assets at all-time lows relative to Financial Assets

Waron
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"Policy, profit and positioning
trends all arque for rotation
from deflation to inflation, from
ZIRP winners'to ZIRP losers
from Wall Street to Main Street.
As part of this rotation we expect
real assets to outperform

financial assets.”
Michael Hartnett
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CRB Index Bounced Hard Off Gann Turn Date, Headroom

This Is the chart of the CRB Index.. But when you look at the monthly chart, the rapid uptrend looks like a small blip on the chart..

Source(s): GMI
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August Is The Sunday Of Commodity Markets (& Stocks)

20-Year Roll-Adjusted Average Monthly Performance
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Commodity Performance Very Uneven, Ags Still Weak

OVERALL, A BIFURCATED COMMODITY BACKDROP AG INDEX BACK TO THE LOWS
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Reduction In PetroDollars Weakening Dollar/Comm Corr?

DOLLAR AND COMMODITY RELATIONSHIP LESS PRONOUNCED

U.S. Dollar Index (DXY)

' 70
The relationship between the $

and commeodities appears to [,
have de-correlated over recent
months... $ weakness has not

had a meaningful impact on the F&

trend in commodities.
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Oil Locked In $40 to $60 Range As Described in Surprises
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Oil Markets Remain Oversupplied, Shale Hedging at $50

Or... Oil: Time to Sell?

Crude Symmetry e

CL1 Daily
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August is Clearly the Sunday of Summer in Oil Markets

U v Peformance for WTT Cude

Source(s): @movement_cap, BigCharts.com
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Oil Speculators Back Near Historic Long Levels, Negative

# OF OIL LONGS BACK TO RECENT HIGHS. . o |
Net Spec Positioning in WTI Crude Oil Futures
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Strong Recovery In US Oil Production Helped By Exports

ENERGY INFRASTRUCTURE BUILDOUT NEEDED US Weekly Crude Ol Bxport
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Energy Maybe Nearing A Bottom As Investors Capitulate

ENERGY NEW LOWS NEAR CAPITULATION, COVER SHORTS

S&P Energy Sector
50 & 200-Day MA
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likely look to cover shorts in
the near-term with Energy - 400
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Energy Infrastructure Challenges = MLP Opportunities
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Natural Gas Pipelines in Limbo
Proposed Marcellus Shale pipelines valued at $12 billion face delays at FERC.

Approved and under construction (Due in service) Seeking FERC approval (Due in service)
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MLPs Trading Like O&G Stocks, Buy What Is On Sale...

Keystone XL Pipeline Index Relative To The Alerian MLP EEFO Rg};‘;‘/‘;iﬂg The S&P 500
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Industrial Metals = Signs Of Reflation; Bonds = Deflation

Commaodity Performance & Trend Model RanbEngs

INDUSTRIAL METALS DIVERGING FROM BOND YIELDS
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Dr. Copper & Iron Ore Signaling Growth, Likely in China

COPPER & IRON ORE REMAIN FIRM
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IMPORTANT JUNCTURE FOR LONG-TERM COPPER CHART
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Miners Have Crossed Chasm on Credit Risk, Now Surging
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Gold Extremely Cheap vs. Financial Assets, 2000 Redux

Gold vs the S&P
o Long-Term Buy Signal Triggered on Gold
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SPX/Gold Performance Rarely Wider, Jaws Always Close
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Gold Broke Above $1,300, Seasonals Supportive Q4/Q1
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Gold Trend Still Weak, Improving, Ready To Break Out?
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Gold Quietly Approaching Bull Market, But No One Cares
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Some Thought Bitcoin Bubble, Can Clearly See Pattern
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Bitcoin Just Keeps Powering Upwards, Lots of Volatility

FLAT OUT IMPRESSIVE
Bitcoin -
504200 DayMA
bl
o
Welet this one speak for tself '

00

1§

BT Curncy (Bitcoin) SRP TECHNICAL AMALYSIS Daly JADEC2004-2306007

"k e % & i n
6 nr

COOL CHART... BITCOIN IS AROLLER COASTER

(opyrghtZ 2017 Hloomaerg Fince L., DrAug- 217 143020

Source(s): Strategas

# of Observations

700 -

600

500

.

=

=
1

[

=

=
1

200

100 ~

0

Bitcoin - Daily % Change Histogram
Since July 2010

44 -39 35 -30 25 21 -6 <12 <7 -2 02 7 12 16 21 25 30 35 39 44 46 53 58 62 67
Daily % Change

MORGAN CREEK 140

CAPITAL MANAGEMENY

ALTERNATIVE THINEING ABGUT [NVETTAMNTS



Twitter Friend’s Netflix Queue Reflects Bitcoin Interest
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Small Bitcoin Allocation Has Been Big Portfolio Benefit

Think you're diversified? ANDNO ONE OWNS ANYBITCON..
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Important Disclosures

General

This is neither an offer to sell nor a solicitation of an offer to buy interests in any investment fund managed by Morgan Creek Capital Management, LLC or its affiliates, nor shall there
be any sale of securities in any state or jurisdiction in which such offer or solicitation or sale would be unlawful prior to registration or qualification under the laws of such state or
jurisdiction. Any such offering can be made only at the time a qualified offeree receives a Confidential Private Offering Memorandum and other operative documents which contain
significant details with respect to risks and should be carefully read. Neither the Securities and Exchange Commission nor any State securities administrator has passed on or
endorsed the merits of any such offerings of these securities, nor is it intended that they will. This document is for informational purposes only and should not be distributed.
Securities distributed through Morgan Creek Capital Distributors, LLC, Member FINRA/SIPC.

Indices

The index information is included merely to show the general trends in certain markets in the periods indicated and is not intended to imply that the portfolio of any fund managed by
Morgan Creek Capital Management, LLC was similar to the indices in composition or element of risk. The indices are unmanaged, not investable, have no expenses and reflect
reinvestment of dividends and distributions. Index data is provided for comparative purposes only. A variety of factors may cause an index to be an inaccurate benchmark for a
particular portfolio and the index does not necessarily reflect the actual investment strategy of the portfolio.

HFN Long/Short Equity Index

This index includes funds that typically buy equity securities with the expectation they will go up in price and sell short equity securities with the expectation they will decline in price.
Funds may either be "net long" or "net short" and may change their net position frequently. The basic belief behind this strategy is that it will allow the fund to profit from both
undervalued and overvalued securities and protect capital in many types of market conditions. Definition is from HedgeFund.net.

MSCI World Index
This is a free float-adjusted market capitalization index that is designed to measure global developed market equity performance. Morgan Stanley Capital International definition is
from Morgan Stanley.

S&P 500 Index
This is an index consisting of 500 stocks chosen for market size, liquidity and industry grouping, among other factors. The index is a market-value weighted index — each stock’s
weight in the index is proportionate to its market value. Definition is from Standard and Poor’s.

No Warranty
Morgan Creek Capital Management, LLC does not warrant the accuracy, adequacy, completeness, timeliness or availability of any information provided by non-Morgan Creek
sources, including accessibility of unavailable funds.

ISM Index
The ISM Manufacturing Index is based on surveys of more than 300 manufacturing firms by the Institute of Supply Management. The ISM Manufacturing Index monitors employment,
production, inventories, new orders and supplier deliveries. A composite diffusion index monitors conditions in national manufacturing and is based on the data from these surveys.

Risk Summary

Investment objectives are not projections of expected performance or guarantees of anticipated investment results. Actual performance and results may vary substantially from the
stated objectives with respect to risks. Investments are speculative and are meant for sophisticated investors. An investor may lose all or a substantial part of its investment in funds
managed by Morgan Creek Capital Management, LLC. There are also substantial restrictions on transfers. Certain of the underlying investment managers in which the funds
managed by Morgan Creek Capital Management, LLC invest may employ leverage (certain Morgan Creek funds also employ leverage) or short selling, may purchase or sell options
or derivatives and may invest in speculative or illiquid securities. Funds of funds have a number of layers of fees and expenses which may offset profits. This is a brief summary of
investment risks. Prospective investors should carefully review the risk disclosures contained in the funds’ Confidential Private Offering Memoranda. No investment is risk free; loss
of principal is possible. Alternative investments involve specific risks that may be greater than those associated with traditional investments. One should consider the special risks
with alternative investments, including limited liquidity, tax considerations, incentive fee structures, potentially speculative investment strategies, and different regularly and reporting
requirements. There can be no assurance that any investment will meet its performance objectives or that substantial losses will be avoided.
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Important Disclosures

Safe Harbor Statement

This presentation shall not constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of, the securities in any state or jurisdiction in which such offer or
solicitation or sale would be unlawful prior to registration or qualification under the laws of such state or jurisdiction. Forward-Looking Statements: This presentation contains certain
statements that may include "forward-looking statements" within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934.
All statements, other than statements of historical fact, included herein are "forward-looking statements." Included among "forward-looking statements" are, among other things,
statements about our future outlook on opportunities based upon current market conditions. Although the company believes that the expectations reflected in these forward-looking
statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove to be incorrect. Actual results could differ materially from those
anticipated in these forward-looking statements as a result of a variety of factors. One should not place undue reliance on these forward-looking statements, which speak only as of
the date of this discussion. Other than as required by law, the company does not assume a duty to update these forward-looking statements. Past performance is no guarantee of
future results. The illustrations are not intended to predict the performance of any specific investment or security. The past performance figures do not represent performance of any
MCCM security and there can be no assurance that any MCCM security will achieve the past returns of the illustrative examples. This is not an offering to subscribe for units in any
fund and is intended for informational purposes only. An offering can only be made by delivery of the Prospectus to “qualified clients” within the meaning of U.S. securities laws.
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Contact Information

Morgan Creek Capital Management, LLC
301 W. Barbee Chapel Road, Suite 200
Chapel Hill, NC 27517

Phone:; 919-933-4004
Fax: 919-933-4048

Email: IR@morgancreekcap.com

Web: www.morgancreekcap.com
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