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Economic Calendar
sb

Monday – Empire State Mfg (8:30AM)

Tuesday – Housing Market Index (10AM)

Wednesday – MBA Mortgage Apps (7AM), Housing Starts (8:30AM)

Thursday – Jobless Claims (8:30AM), Philly Fed Biz Outlook (8:30AM), Existing
Home Sales (10AM)

Friday – Quad Witching, PMI Composite Flash (9:45AM)

sb

...

Company Date Action Item Read

AZO Tues, Sept. 18th Sales/Margin Positive

Source: Wedbush Securities, Inc.

sb

Consumer
sb

Within consumer, we continue to watch the relative price action between
discretionary and staples. On a month-to-date basis, staples have outperformed
discretionary, due to defensive positioning. Retail has been a notable pocket of
weakness over last few sessions with restaurants in particular tapping the brakes
following recent strength. (We still favor QSR plays on that front SONC, JACK, WEN
and CMG SS.)

Hardlines: We see more potential for upside than downside for AZO into Q4
earnings on Tuesday. While investor anxiety about AZO comps has been rising
recently, we continue to see upside to the consensus +2.1% estimate, driven by
advantageous late spring and summer weather and favorable macro. This view is
despite comps likely being clipped by the company’s removal of online promotions
in February, a decision that has since been reversed.

Homebuilders/building: We continue to monitor the ITB as the ETF struggles
to claim its 50MA. Affordability concerns, as well as potential hurricane delays
(Big Bad Flo: Potential Winners and Losers from Hurricane Florence), have bears
negative on the group. We will receive more color on the current state of the
housing market through the Housing Market Index on Tuesday, Housing Starts on
Wednesday, and Existing Home Sales on Thursday. Note we added DHI to our Best
Ideas List on Thursday; the potential for mortgage rates to move meaningfully
higher has been and continues to be the rallying cry for housing bears. However,
with mortgage rates in a fairly narrow band since April and home price appreciation
slowing v. last year’s pace, we do not see that argument as applicable to the current
environment.

Wedbush Securities does and seeks to do business with companies covered in its
research reports. Thus, investors should be aware that the firm may have a
conflict of interest that could affect the objectivity of this report. Investors should
consider this report as only a single factor in making their investment decision.
Please see pages 5–7 of this report for analyst certification and important
disclosure information.
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Healthcare
sb

Healthcare saw relative outperformance vs. the broader markets this week thanks to MedTech
and Large-Cap Pharma. Biotech has been volatile with an increase of news flow out of several
sell-side conferences and various program/data releases. Flows on the desk have been better
to buy for out-of-favor small-cap biotech, as investors defend positions and Long Only’s look to
buy late stage assets. We saw selling of large-cap MedTech strength, hospitals, SMID-cap biotech
outperformance, while shorts have been showing up with some courage. In the week ahead, we
have several Wedbush coverage names on our radar with expected updates: ASND, KNSA, NITE,
PCRX, and VRNA.

For KNSA, initial Ph 1a/1b KPL-716 data in moderate-to-severe atopic dermatitis patients
experiencing moderate-to-severe itch (pruritus) will be presented Saturday, September 15 at
the European Academy of Dermatology and Venereology (EADV) Congress in Paris. We expect
significant reductions in pruritus from the single-dose portion of the study—which we define as an
NRS itch improvement of three or greater—to increase confidence that the anti-OSMRβ antibody
can succeed in subsequent, larger studies. Assuming positive results, KNSA will likely first advance
KPL-716 into a Ph 2 study in prurigo nodularis, a chronic inflammatory skin condition characterized
by multiple firm and pruritic nodules.

ASND is scheduled to present data regarding their lead candidate, TransCon-hGH, at the Ninth
International Congress of the Growth Hormone Research and Insulin-like Growth Factors Society
(GRS & IGF; Sep 14-17; Seattle). Phase 3 studies for this candidate remain on track and the next
major milestone is data release for the pivotal heiGHt trial and the enliGHten extension trial, both
anticipated in 1Q19. CLSD plans to present previously announced positive data from its Phase 3
PEACHTREE trial of CLS-TA for the treatment of macular edema associated with non-infectious
uveitis at the 51st Annual Scientific Meeting of the Retina Society (Sep 12-15; San Francisco). We
view current CLSD prices as appealing in light of multiple significant near-term milestones, the
soonest of which is anticipated to be preliminary Phase 3 data of CLS-TA for retinal vein occlusion
– in Q4:18. VRNA will be discussing an expanded dataset from the Phase 2b trial of RPL554
for maintenance COPD in an oral presentation at the European Respiratory Society International
Congress (ERS; Sep 15-19; Paris).
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  UPCOMING EVENTS   

CONFERENCES     

Date  Event City 

November 14, 2018 2018 Chicago Financials Forum Chicago 

      

CONFERENCE CALLS     

Date  Event Time 

September 14, 2018 Video Game Sales Recap | ATVI, EA, GME, NTDOY, TTWO, UBI 10:30 ET 

  Wedbush Host: Michael Pachter, Digital Media   

October 9, 2018 Wingstop Inc. Management Access Call | WING 10:30 ET 

  Michael Skipworth, CFO   

  Wedbush Host: Nick Setyan, Restaurants   

      

NON-DEAL 
ROADSHOWS 

    

Date Event City 

September 17, 2018 Total System Services, Inc. Headquarter Visit | TSS Austin 

  Kelly Knutson, CEO, Consumer Solutions   

  Wedbush Host: Moshe Katri, Payments/IT Services   

September 20, 2018 Chuy's Holdings, Inc. | CHUY San Francisco 

  Steven Hislop, CEO and Jon Howie, CFO   

  Wedbush Host: Nick Setyan, Restaurants   

September 24, 2018 XOMA Corporation | XOMA San Francisco 

  Jim Neal, CEO and Tom Burns, CFO   

  Wedbush Host: Liana Moussatos, Emerging Pharmaceuticals    

September 27-29, 2018 Builders FirstSource, Inc. | BLDR KC / San Fran 

  Peter Jackson, CFO   

  Wedbush Host: Jay McCanless, Homebuilders   

October 2-3, 2018 Carvana Co. | CVNA Boston / New York 

  Ernie Garcia III, CEO and Mike Levin, VP of IR   

  Wedbush Host: Seth Basham, Specialty Retail Hardlines   

October 11, 2018 Kiniksa Pharmaceuticals, Ltd. | KNSA Boston 

  Sanj Patel, CEO, John Paolini, CMO, and Mark Ragosa, IR   

  Wedbush Host: David Nierengarten, Biotechnology   

October 16-17, 2018 Applied Genetic Technologies Corp | AGTC LA / San Fran  

  Sue Washer, CEO    

  Wedbush Host: David Nierengarten, Biotechnology   

October 17, 2018 Express, Inc. | EXPR Dallas 

  
David Kornberg, CEO and President; Perry Pericleous, CFO; and Mark 
Rupe, VP, IR 
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  Wedbush Host: Jen Redding, Specialty Retail   

November 6, 2018 Shake Shack Inc. Management Lunch & Test Kitchen Tour | SHAK  New York 

  Tara Comonte, CFO and Leo Rhodes, VP of Finance & IR   

  Wedbush Host: Nick Setyan, Restaurants   

November 8-9, 2018 Del Taco Restaurants, Inc. | TACO 
New York / 
Chicago 

  John Cappasola, CEO and Steven Brake, CFO   

  Wedbush Host: Nick Setyan, Restaurants   
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Wedbush Best Ideas List

Past performance is not an indicator of future results. Actual performance may differ from the performance information contained
herein.

The prices and performance information are based on data from statistical services, reports, or other sources which WS believes are
reliable, but its accuracy cannot be guaranteed.

Results presented in this report neither reflect inclusion of dividends nor deductions for commissions, costs, fees, or expenses. Such
commissions, costs, fees, or expenses will reduce the actual returns.

The volatility of the S&P 500 and/or any other benchmark index presented is materially different from that of the model portfolio and
is used to illustrate the general market condition on the results portrayed.

Benchmark Indices are unmanaged and cannot be invested in directly.

Analyst Certification
I, Jesse Bigelow, certifies that the views expressed in this report accurately reflect my personal opinion and that I have not and will not,
directly or indirectly, receive compensation or other payments in connection with my specific recommendations or views contained
in this report.

Mentioned Companies

Company Rating Price Target

Applied Genetic Technologies OUTPERFORM $3.90 $8.00

Activision Blizzard OUTPERFORM $80.43 $85.00

Builders FirstSource OUTPERFORM $16.21 $27.00

Chuy's Holdings NEUTRAL $27.65 $28.00

Carvana Co. NEUTRAL $64.01 $40.00

Electronic Arts OUTPERFORM $113.84 $158.00

Express NEUTRAL $10.47 $9.00

GameStop OUTPERFORM $17.04 $19.00

Kiniksa Pharmaceuticals OUTPERFORM $24.98 $31.00

Shake Shack NEUTRAL $57.15 $62.00

Del Taco Restaurants OUTPERFORM $12.06 $17.00

Total System Services OUTPERFORM $99.63 $110.00

Take-Two Interactive Software OUTPERFORM $136.26 $150.00

Ubisoft Entertainment OUTPERFORM €93.56 €113.00

Wingstop Inc. OUTPERFORM $65.94 $70.00

Xoma OUTPERFORM $16.32 $33.00

Investment Rating System:
OUTPERFORM: Expect the total return of the stock to outperform relative to the median total return of the analyst's (or the analyst's
team) coverage universe over the next 6-12 months.

NEUTRAL: Expect the total return of the stock to perform in-line with the median total return of the analyst's (or the analyst's team)
coverage universe over the next 6-12 months.

UNDERPERFORM: Expect the total return of the stock to underperform relative to the median total return of the analyst's (or the
analyst's team) coverage universe of the next 6-12 months.

The Investment Ratings are based on the expected performance of a stock (based on anticipated total return to price target) relative
to the other stocks in the analyst's coverage universe (or the analyst's team coverage).*
 
Rating distribution
(as of September 14, 2018)

Investment Banking Relationships
(as of September 14, 2018)

OUTPERFORM: 59.87% OUTPERFORM: 12.43%
NEUTRAL: 38.19% NEUTRAL: 0.85%
UNDERPERFORM: 1.94% UNDERPERFORM: 0.00%
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The Distribution of Ratings is required by FINRA rules; however, WS' stock ratings of Outperform, Neutral, and Underperform most
closely conform to Buy, Hold, and Sell, respectively. Please note, however, the definitions are not the same as WS' stock ratings are
on a relative basis.

The analysts responsible for preparing research reports do not receive compensation based on specific investment banking activity.
The analysts receive compensation that is based upon various factors including WS' total revenues, a portion of which are generated
by WS' investment banking activities.

Company Specific Disclosures
1. WS makes a market in the securities of Applied Genetic Technologies, Activision Blizzard, Builders FirstSource, Chuy's Holdings,
Carvana Co., Electronic Arts, Express, GameStop, Kiniksa Pharmaceuticals, Shake Shack, Del Taco Restaurants, Total System Services,
Take-Two Interactive Software, Ubisoft Entertainment, Wingstop Inc. and Xoma.
3. WS co-managed a public offering of securities for Carvana Co. and Kiniksa Pharmaceuticals within the last 12 months.
4. WS has received compensation for investment banking services from Kiniksa Pharmaceuticals within the last 12 months.
5. WS provided Carvana Co. and Kiniksa Pharmaceuticals with investment banking services within the last 12 months.
7. WS expects to receive compensation for investment banking services from Carvana Co. and Kiniksa Pharmaceuticals within the next
3 months.

Price Charts
Wedbush disclosure price charts are updated within the first fifteen days of each new calendar quarter per FINRA regulations. Price
charts for companies intiated upon in the current quarter, and rating and target price changes occurring in the current quarter, will not
be displayed until the following quarter. Additional information on recommended securities is available on request.
Disclosure information regarding historical ratings and price targets is available: http://www.wedbush.com/ResearchDisclosure/
DisclosureQ118.pdf

*WS changed its rating system from (Strong Buy/ Buy/ Hold/ Sell) to (Outperform/ Neutral/ Underperform) on July 14, 2009.

Please access the attached hyperlink for WS' Coverage Universe: http://www.wedbush.com/services/cmg/equities-division/research/
equity-research

Applicable disclosure information is also available upon request by contacting Leslie Lippai in the Research Department at (212)
833-1375, by email to leslie.lippai@wedbush.com, or the Business Conduct Department (213) 688-8090. You may also submit a written
request to the following: Business Conduct Department, 1000 Wilshire Blvd., Los Angeles, CA 90017.

OTHER DISCLOSURES

The information herein is based on sources that we consider reliable, but its accuracy is not guaranteed. The information contaned
herein is not a representation by this corporation, nor is any recommendation made herein based on any privileged information. This
information is not intended to be nor should it be relied upon as a complete record or analysis: neither is it an offer nor a solicitation
of an offer to sell or buy any security mentioned herein. This firm, Wedbush Securities, its officers, employees, and members of their
families, or any one or more of them, and its discretionary and advisory accounts, may have a position in any security discussed herein
or in related securities and may make, from time to time, purchases or sales thereof in the open market or otherwise. The information
and expressions of opinion contained herein are subject to change without further notice. The herein mentioned securities may be
sold to or bought from customers on a principal basis by this firm. Additional information with respect to the information contained
herein may be obtained upon request.

Wedbush Securities does and seeks to do business with companies covered in its research reports. Thus, investors should be aware
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as
only a single factor in making their investment decision. Please see pages 3–7 of this report for analyst certification and important
disclosure information.
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Consumer Data Analytics Biotechnology

Jen Redding (212) 344-2386 jen.redding@wedbush.com David Nierengarten, Ph.D. (415) 274-6862 david.nierengarten@wedbush.com

Footwear & Apparel Biotechnology

Christopher Svezia (212) 938-9922 christopher.svezia@wedbush.com Robert Driscoll (415) 274-6863 robert.driscoll@wedbush.com

Hardlines Retail Emerging Pharmaceuticals

Seth Basham (212) 938-9954 seth.basham@wedbush.com Liana Moussatos, Ph.D. (415) 263-6626 liana.moussatos@wedbush.com

Homebuilders/Building Products

Jay McCanless (212) 833-1381 jay.mccanless@wedbush.com

Leisure Enterprise Software

James Hardiman (212) 833-1362 james.hardiman@wedbush.com Dan Ives (212) 344-2073 dan.ives@wedbush.com

Restaurants Payments/IT Services

Nick Setyan (213) 688-4519 nick.setyan@wedbush.com Moshe Katri (212) 938-9947 moshe.katri@wedbush.com

Digital Media

Michael Pachter (213) 688-4474 michael.pachter@wedbush.com

Mid-Cap Banks Digital Media

David Chiaverini (212) 938-9934 david.chiaverini@wedbush.com Nick McKay (213) 688-4343 nick.mckay@wedbush.com

Regional Banks Enterprise Software

Peter Winter (212) 938-9941 peter.winter@wedbush.com Steve Koenig (415) 274-6801 steve.koenig@wedbush.com

Specialty Finance SMID Internet

Henry Coffey (212) 833-1382 henry.coffey@wedbush.com Ygal Arounian (212) 938-9929 ygal.arounian@wedbush.com

Consumer/Industrials TMT

Tyler Pasley (213) 688-4466 tyler.pasley@wedbush.com Joel Kulina (212) 938-2056 joel.kulina@wedbush.com

Financials/Healthcare

Sahak Manualian (213) 688-4533 sahak.manuelian@wedbush.com
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Jesse Bigelow
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Anita Minassian Phylicia Kirven

CORPORATE ACCESS
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jesse.bigelow@wedbush.com

Kirsten Fraunces
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RESEARCH MANAGEMENT

(212) 259-6581
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Strecker Backe

TMT
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(213) 688-8000 (212) 938-9920 (415) 273-7300

(617) 832-3700 (312) 786-1930
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Boston, MA 02110 Chicago, IL 60604

 

Page 7
www.wedbush.com


