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Stocks at Risk Ranking: Most Dangerous Stocks

High valuations, weak and deteriorating fundamentals, poor earnings quality and red flag issues are noted in our Stocks at Risk

ranking. A timing model suggests the most opportune time to short the stock.
Yellow highlighting => company is discussed & charted below; Blue text => new or rising in the Most Dangerous Stock list.
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KBH KB HOME Homebuilding Q -18 @ -36 | @-17 @ -45 -0.6 -28 A C 1,437 15.84 -6.8 75 g1 B7 15.7 17.6 154 223 3.6 129 0.6
ACTG ACACIA RESEARCH CORP Miscellaneous Commercial Servia @ -3.3 @ -13 @ -60 |A 00 O 18 -28 B A 765 15.29 -10.0 11 50 97 10.0 10.5 207 213 147 26 3.3
DWA DREANMWORKS ANIMATION INC Maovies/Entertainment @ -1a @ 24 @ -20 O -0.4 -24 A C 1,775 23.11 -129 28 17 B6 117 10.3 13.4 15.6 B.6 219 0.0
SUNE SUNEDISON INC Electronic Components @ -24 @ -23 O 0.3 @ -16 2.2 A C 4,577 17.11 -0.9 261 268 99 54.3 57.0 213 215 43 07 0.0
ICP PENNEY (J C) CO Department Stores @ 28 @ 19 @ -42 & -01 -21 A C 2,605 8.55 4.1 143 305 99 1102 93.3 30.6 309 37 0.8 0.0
MDC MDC HOLDINGS INC Homebuilding Q@ -09 @ -10 @ 55 QP -08 -20 A A 1,352 27.69 -2.7 23 48 B0 5.3 5.6 115 144 7.1 20.0 3.6
LNG C Y INC 0il & Gas Pipelines & -39 @27 N-07 @08 -19 A A 13,177 55.39 -2.8 199 238 92 17.1 20.8 8.8 9.5 59 78 0.0
KATE KATE SPADE & CO Apparel/Footwear @ -25 @ -26 @-19 (A0 -19 A [ 4274 3378 16 57 127 99 9.0 5.9 55 55 33 0.8 0.0
SHLD SEARS HOLDINGS CORP Discount Stores @ -29 @ -25 @ -17  A-06 -18 B C 4,445 41.76 129 57 106 75 15.6 16.0 15.0 201 10.2 254 0.0
INVN INVENSENSE INC Semiconductors @ -13 @ -08 - @-22 @ 13 -18 B B 1,632 18.48 -12.2 56 B8 B3 25.0 259 295 35.4 101 16.6 0.0
LEN LENNAR CORP Homebuilding @ -10 @-09 |A 03 @ -43 Q-1 -18 A A 6,646 38.39 -3.0 124 173 97 28.1 284 16.4 16.9 6.4 116 0.4
MWE MARKWEST ENERGY PARTNERS LP  0il Refining/Marketing @ 33 |@-10 |([@-15 [@-11 |P-14 -18 A A 10,306  63.43 -1.1 51 162 99 27 25 15 16 27 12 5.5
RYL RYLAND GROUP INC Homebuilding 4 0.3 4 -06 & 0.3 P 5.6 N -0.4 -17 A A 1,769 37.70 -6.2 53 47 97 6.8 6.2 13.3 13.6 4.4 2.6 0.3
IMIM Packaged Software @ -17 @ -40 4 00 & -0.3 -16 A C o978 47.01 -32.8 11 21 B0 0.3 0.4 18 23 3.3 20.4 0.0
DH Homebuilding S -04 & -05 P -44 @ -08 -16 A A 7,231 22323 18 145 325 B8 471 470 145 16.5 6.8 12.0 07
Industrial Machinery -0.3 @-27 @-18 |$-09 -16 A C 1,533 67.50 5.4 9 23 98 07 10 44 45 6.0 21 0.0
Medical Specialties 27 @ 23 O 0.2 & -0 -16 A B B43 30.09 -14.1 18 28 98 13 15 5.3 5.4 38 17 0.0
Construction Materials & -0.6 A @ -3.1 @ -18 i . -15 A B 1,124 33.46 -10.2 28 34 95 28 3.5 206 218 6.7 5.5 0.0
Y Wireless Telecommunications (@ 08 (A -04 [@-14 @ -26 @-08 -15 A B 2139 4180 -23 5 51 2% 13 13 26 101 105 843 0.0
GT Automotive Aftermarket @ 08 @-14 |@-13 |@-35 |P-09 -14 A [ 6,037 2430 3.8 124 248 99 204 7.0 28 29 15 13 0.8
A C  Elecronic Equipment/instruments@® -21 @ -21 @ -32 @ 14 | -13 -14 A B 1,948 1428 -15.4 139 136 99 36.3 379 278 280 3.9 1.0 0.0
0il & Gas Production &L -06 & -06 @ 44 4 05 & -0.3 -14 A C 1,016 17.29 -3.5 5 59 86 0.8 0.8 14 16 25 225 11.3
BRP BROOKFIELD RESIDENTIAL PPTYS Homebuilding Q -08 @ 08 & - & -28 @ 26 -14 A C 2,347 20.05 -3.7 2 117 o8 15 0.3 0.3 0.3 27 17 0.0
SPF STANDARD PACIFIC CORP Homebuilding O -0.2 @ -13 & 0. @ -40 @ 08 -14 B A 2,148 7.70 -79 26 2719 54 325 32.1 116 215 9.2 46.1 0.0
ATW ATWOOD OCEANICS Contract Drilling @ 11 |A06 @21 (@12 |[@-13 -14 A A 3,040 4743 09 42 64 93 34 38 58 6.3 46 5.9 0.0
SCTY 1 Alternative Power Generation @ -28 (@ -16 (@ -18 |~ @ -20 -13 A C 4937 5360 -41 291 92 45 107 96 105 234 19 55.1 0.0
VECO WEECO INSTRUMENTS INC Electronic Production Equipment | -24 @ -11 @ -20 @ -08 -13 B A 1,301 32.50 -23.7 22 40 97 B.O B3 209 214 145 25 0.0
MTH I\.-'IERITAGE HOMES CORP Homebuilding &0 03 401 & -04 0 - -13 A A 1,534 39.23 9.6 35 39 95 17 18 47 5.0 24 5.4 0.0
AND A NC Agricultural Commodities/Milling| /s 0.4 @ -33 @ -15 -13 A C 1,493 52.60 -9 18 18 93 15 13 45 4.8 47 6.6 0.8
Computer Peripherals 28 @ -12 @ -12 -1.2 B B Ba6 8.02 -13.5 28 105 B7 15.1 148 14.0 16.1 5.1 13.2 0.0
Household/Personal Care 05 & 05 @ -25 -12 A C 4,525 76.76 -5.4 o8 59 o4 29 2.4 41 43 1.1 6.3 18
Chemicals: Specialty 0.0 @ 20 @ -30 -12 A C 1,470 2290 -82 18 B4 97 43 42 67 69 73 466 44
Gas Distributors -21 @-12 @ -10 -11 B C 793 8.82 -1.2 11 90 74 179 173 19.3 259 10.3 256 0.0
Aerospace & Defense -10 @-10 @ -17 -11 A B 765 55.05 -0.6 B 14 97 03 03 21 22 21 129 0.0
{ B Recreational Products 06 &4 -05 @ -08 -1.0 A C 3,612 38.95 -10.3 44 93 99 46 5.1 5.5 5.5 5.4 15 1.0
BG BUNGE LTD Agricultural Commodities/Milling /4 -0.5 @-12 @ -10 -1.0 A C 11,254 76.76 -40 B1 147 99 3.0 34 23 23 34 1.0 16
GWRE GU\DEWIRE SDFTWARE INC Information Technology Services -25 401 @ -09 -1.0 A A 2,473 36.40 -15.8 35 3] 97 25 27 39 41 46 3.2 0.0
Specialty Telecommunications 17 & 05 @ -18 -10 A A 1,716 36.21 6.7 18 47 92 20 18 38 41 3.0 79 19
0il & Gas Production -11 @ 07 @ -14 -10 A C 1,566 32.25 7.1 ] 45 91 12 12 25 28 6.1 B.6 9.6
Household/Personal Care 4002 @ 09 @ 27 -1 -10 A B 993 32.11 -8.3 4 31 55 0.6 0.5 16 3.0 43 45.2 15
Electric Utilities 40 -07 & 00 @ -21 O -06 -10 A B 7,308 36.70 20 38 199 99 08 11 0.6 0.6 11 07 25
Internet Software/Services 10 @ 18 @-22 @12 -09 A C 1,667 29.02 -22.1 15 57 93 11 09 16 17 20 64.5 0.0
Computer Peripherals 0.6 A & -0 @ -22 -09 A B 1,808 38.82 -6.2 18 47 99 0.8 0.8 17 18 23 08 0.0
Other Consumer Services sy -0.7 @ -30 -09 A C 2,565 18.32 -12.0 3 140 96 21 23 16 17 124 43 0.0
Oilfield Services/Equipment O -0.2 @ -28 -09 A C 1,618 78.48 7.6 11 21 93 17 14 6.7 73 10.2 75 0.0

* The SAR score is a measure of stock riskiness. Measured in standard deviations, a lower number indicates a riskier stock The SAR scores range from approximately -2.7 (riskiest/short candidate) to +2.3 (least risky/most attractive long candldate) It measures risk in the areas
of Valuation, Financial Condition, Business Tr en &hortalla Ar easilg shortgbleaB =iatesage ahility tb shorR € d might ba difcalt tofsloort;  Tithifgd A = heS ramk dontimelinesssof short sale. Universe: Universe of
stocks is limited to stocks with market capitalizations above $750mn, share prices higher than $7.5 and minimum ADDV of $1.5mn. Financial sector companies are excluded from the Universe.
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Discussion

Listed on the first pagare the most dangerous stocks from our Stock at Risk ranking

INTERACTIVE INTELLIGENCE GRP{PétKaged Software

Market Cap: $978mn; Stock price: $47.01/share; SAR Scofe6, Very weak SAR score; Company exhibits high risk characteristics.

Interactive provides software applications for a range ofimtegrated inbound and outbound communications functionality. The company's solutions are used by many
verticals inclding teleservices, insurance, banking, accounts receivable management, utilities, healthcare, retail, technology, govandnbesiness services. The stock has
fallen 33% in the last 30 days and, as such, may bounce near lomever, it is still at risk, in our view.

Business Trend*:4. Poor. Sales growth is barely visible and margins are declining. Both EBITDA and Cash from Operations are droppirudsy 20 foercentages.
Sellside trends ardecidedlynegative with cuts to this yearand next year's EPS numbers.

Valuation*: -1.7. Very expensive even for software. Trailing and forward EBITDA multiples are over 40x. Free cash flow is pds@iyislthig lesthan 1% of the
company's market cap. PE's are above 100x.

Financial Condition*:0.1. Average but mixedlThe company has net cash worth 11% of its market cap, but margins are very low for the industry and working slapitaltis
particular, Other Current Assets are very high (see Earnings Quality)

Earnings Quality*: 0. Average / mixed. Hage quality is called intquestiondue to the dramatic rise in Other Current and Other Assets. Prepaid expense balances have risen
26% since last quarter and Other Assets have risen roughly the same 26% while sales have grown only approximatedy Bover@dyigh relative to the company's history
The company shows higbotential equity dilution.

FLUIDIGM CORPLDM)- Medical Specialties

Market Cap: $843mn; Stock price: $30.09/share; SAR Scofe6, Very weak SAR score; Company exhibits high risk characteristics.

We last warned on Fluidigm on March 6 when the stock price was $48.26; the price is down to $30/share now. Fluidigm dewalfgpstures and markets microfluidic
systems for singleell genomics, applied genotyping and sample preparation for targeted resequencing, in tuelifee and agricultural biotechnology industries. Its

microfluidic systems consist of instruments and consumables, including chips, assays and other tbagenégrate avast number of fluidic components on a single
microfabricated chip. Short interest is rising and insiders are selling aggressiSalyt interest is low. We still view the stock is at riskaugh it may bounce after its recent
precipitousdrop.

Valuation*: -2.7. Expensive. The stock is still EBITDA negative, with a free cash flow yield of negative P&tio E¥ISo quite highat 9.2x trailinglwhich includes
approximately a month and a half of DVS Science safesp.1x forward.

Business Trend*:2.3. Poor/mixed. Salegere growing at a rapid clip 80-40%before theacquisition ofDVS Scienceslowe\er, gross margins have declined by 150bps over
the most recent priod. Some operating leverage has come to the rescue to make EBITDA margins slightly less negative. Both EBITDAmar@pEesiohs have declined
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FLUIDIGM CORP (FLDMgon't)

over the most recent periodCash from Operationisas declined by 1/8ue increases in working capitahrelated to theacquisition Sellside trends have turnategative with
largecutsin both near term and further out estimates.

Financial Condition*:1.8. Poor. High gross margins of 70% don't translate to positive operating (EBITDA) margins, wieghiaec 8%, LTM. The company has a small net
debt balance although the rest of the industry has net cash balarfeeBM issued convertible notes$195mn(at book) to finance its aquisition of DVS, purchasedrf
$113mnin cash, net, and stockNo problems seen in working capital.

Earnings Quality*: 0.2Average Intangibles spiked due the acquisition Deferredtaxes have spiked as well.

TREX CO INC (TREX)pnstruction Materials

Market Cap: $1.1bn; Stock price: $33.46/share; SAR Scofle5, Weak SAR score; Company exhibits significant risk characteristics

Trexmanufactures and distributes wood and plastic composite products, as well asdaletessories, primarily for residential and commercial decking and railing applications.
Its productscombinewaste wood fibers and reclaimed polyethylenghort interest is elevated, at 22% of float, but strong volume leaves days to cover at a more comfortable 7
days.

Business Trend*:3.1. Poor. Sales are declining in the most recent period, which is at odd$evitbst of the construction materials industry. Margins are easing downward,
at both the gross and EBITDA levels. Cash @perationstook a large plunge in the most recent LTM periddventory days slowed dramatically, by 22 dand Other
Current Assetspiked as well. Sellside astite trends are decidedly negative, with meaningful cuteach of the current and next two yearEPS estimates.

Earnings Quality*+1.8. Poor. Cash from Operations just matches net income duev@sions in inventory turnover anceceivables The company also showgstential
equity dilutionthat is high for the industrand an unusually low tax rate, which would affect earnings if it were to réeeéndustrynorms

Valuation*: -0.6. Moderately expensive with high expectations built into forecastsrailing EBITD/Aultiple of 26x is excessive for a construction materials company. Free
cash flow is posive, with a 2.6% FCF yield on the companyésketcap.

Financial Condition*: 0.7. Above average. Gross margins of 28% are higher than peers' level although SG&A consurgesaivanmage theompanyhas by leaving its
EBITDA margins below aage. A/R is slow, relative to peers, at 63 days turnover. Inventory turns are better than average, as is th&treagited which shows modest debt
of 6% of total market cap.

Our Most Dangerous stocks includéBH ACTGDWA SUNEJCPMDG LNG KATESHLDINVN LENMWE RYLININ DH| NPQ FLDM TREXUSM GT, GTATQREBRRPSPFATW SCTWECQO
MTH ANDEFIQ NUSTROXCLNEATROBC BG GWRECCQIEVEPIPAROGECRTOQEFIJHMHC CKH

* The SAR score is a measure of stock riskiness. Measured in standard deviations, a lower number indicates a riskier stock. The SAR scores range from approximately -2.7 (riskiest/short candidate) to +2.3 (least risky/most attractive long candidate). It measures risk in
theareasof Val uation, Financial Condition, Business Tr en 8hortaBle iAr easilg shortgbieaB =iaterage aklity th shorRk € d might ba djfficdit tofsioort; ' TidiAgd A = HeS rark fputimelinessf. short sale.
Universe: Universe of stocks is limited to stocks with market capitalizations above $750mn, share prices higher than $7.5 and minimum ADDV of $1.5mn. Financial sector companies are excluded from the Universe.
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Interactive Intelligence Group, Inc. (ININ)
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Historical Metrics: Sales, Margins, Cash Flow, Leverage, Valuation, Esti & Short |
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Fluidigm Corporation (FLDM)

Historical Metrics: Sales, Margins, Cash Flow, Leverage, V.
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Trex Company, Inc. (TREX)
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Historical Metrics: Sales, Margins, Cash Flow, Leverage, V.
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