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Take a Ride with CAR
Get Long Stock Against Selling May 2010 7.5/12.5 Strangles

Avis Budget Group is positioned for earnings growth into 2010 driven by a strong pricing environment amidst tight
vehicle inventories and stabilizing demand. Positive pricing data points will catalyze the stock in coming months,
and with volatility rich we recommend initiating long positions against selling strangles.

In our recent note “Momentum Ahead of the Fed” we discussed the historic equity market outperformance into
Fed tightening cycles and highlighted semiconductors and consumer services as two industry groups poised to
rally through mid-2010. Avis Budget Group (CAR, Buy Rated, $18 target) typifies a consumer service company that
should benefit as the economy recovers from recession, and we expect the stock to participate in the broader
group’s outperformance. Positive data points on the rental car pricing environment over the next several months
will lead into a F4QQ09 earnings report that we believe will demonstrate the company’s increased operating leverage.
We recommend initiating long stock positions in CAR and taking advantage of rich volatility to sell strangles.

CAR is positioned for significant earnings growth over the next two years with EPS rising from a loss of ($0.01)
this year, to a gain of $0.72 in
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continues into  2010; (2)

Last . corporate  travel volumes
stabilize and then recover due
to GDP growth and easier year-
over-year comps; and (3) we
see increased operating
leverage as a result of actions
management has taken: right-
sizing the fleet, cutting $380-
$440 million of costs (run-rate),
strengthening the balance
sheet, and eliminating
unprofitable locations and
transactions.  Our 12-month
price target of $18 is based on 13x our 2011 EPS. We believe 13x is an appropriate given the strong earnings growth
and it is also the adjusted historic average multiple. The EV/EBITDA on our 2011 estimate is 5.9x.
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Implied volatility (IV) in CAR is persistently rich, with 3-month IV having averaged 78% over the past three years.
Currently at 91%, IV actually peaked in March of this year at 344% when the stock price was just $0.36/share,
weighted down by the threat of an impending General Motors bankruptcy filing.

Given our expectation that evidence of sustained pricing power over the next few months will catalyze share
gains into 2010 towards our $18/share target price, we like initiating long stock positions (stock reference
$10.47/share). Additionally, we want to take advantage of the rich level of implied volatility by selling a May 2010
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7.5/12.5 strangle at $2.75, or 26.3% of the
underlying price. Premium taken in from
selling strangles hedges the stock position
down to $7.72/share and does not
commit to getting long additional shares
until the equivalent of $4.75/share or
54.6% lower. At that level we would be
aggressive buyers based on fundamental
valuation. In the case that CAR rallies
above the 15 call strike, the long stock
would be called away at the equivalent of
$15.25/share, or 45.7% higher. In the
event that stock remains between $7.5
and $12.5/share at expiration, the $2.75 is
kept for an equivalent 26.3% dividend.

According to Katie Stockton our technical
analyst, CAR pulled back sharply in
October, relieving intermediate-term
overbought conditions. The posture of
the chart is bullish, given the reversal of a
long-term downtrend earlier this year.
Long-term momentum is positive based
on the TMAP model, which consists of the
20-, 35-, and 50-week moving averages.
We expect support near $8.50 to serve as
the staging ground for the next significant
upleg, well above the $4.75 floor. The
next major resistance on the chart is near
$20 based on a Fibonacci retracement
level, which is above our fundamental
target. Additionally, CAR has a healthy
relative strength outlook compared to the
S&P 500 Index (SPX).

With stock reference $10.47/share, initiate a long stock position in CAR and simultaneously sell a May 2010
7.5/12.5 strangle at $2.75. The position commits to get longer stock for $4.75/share or 54.6% lower, and long
stock is sold at the equivalent of $15.25/share, or 45.7% higher.
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Important Disclosures

Regarding the use of instant messages (IMs) and e-mail with MKM Partners LLC, you consent to the following: IMs or e-mail sent from or received
by MKM Partners employees are presumed to contain confidential or proprietary information and are intended only for the designated
recipients(s). If you are not the designated recipient, please inform the sender that you received this e-mail or IM in error and do not use, copy or
disseminate its contents. MKM Partners and its analysts may from time to time make informal technical, fundamental, and economic comments on
IM and e-mail.

The Primary Analyst certifies that the views expressed in this research report accurately reflect the personal views of the Analyst(s) and the subject
company(s) and their securities. The Primary Analyst also certifies that there has not been, is not, and will not be direct or indirect compensation
from MKM Partners or the subject companies for expressing the specific recommendation(s) or view(s) in this report.

This report has been prepared by MKM Partners LLC. The analyst primarily responsible for preparing this research report (including his/her
household) does not have a financial interest in the securities of the subject company nor does the Firm habitually deal as principal in transactions
in the securities referred to herein (or other instruments related thereto) including positions and transactions contrary to any recommendations
contained herein held by the research analyst/household. The Firm has not engaged in transactions with issuers identified in the report. MKM
Partners LLC does not make a market in the subject company(s). The subject company(s) is/are not currently, nor for the past twelve months have
they been, clients of the Firm. The research analyst(s) does/do not serve as an officer, director, or advisory board member of this company, and
receives no compensation from it.

This publication does not constitute an offer or solicitation of any transaction in any securities referred to herein. Any recommendation contained
in this report may not be suitable for all investors. Although the information contained herein has been obtained from recognized services, issuer
reports or communications, or other services and sources believed to be reliable, its accuracy or completeness cannot be guaranteed. Any
opinions, estimates or projections expressed herein may assume some economic, industry and political considerations and constitute current
opinions, at the time of issuance, which are subject to change. Any quoted price is as of the last trading session unless otherwise noted.

This information is being furnished to you for informational purposes only, and on the condition that it will not form a primary basis for any
investment decision. Investors must make their own determination of the appropriateness of an investment in any securities referred to herein
based on the legal, tax, and accounting considerations applicable to such investors and their own investment strategy. By virtue of this publication,
neither the Firm nor any of its employees shall be responsible for any investment decision.

This communication may involve technical analysis. Technical analysis is a discipline that solely examines the past trading history of a security to
arrive at anticipated market fluctuations. Technical analysis does not consider the fundamentals of an underlying security, and therefore offers an
incomplete picture of the value or potential value of a security. A customer should not rely on technical analysis alone in making an investment
decision, but should review all publicly available information regarding the security in question, including, but not limited to, the fundamentals of
the underlying security and other information provided in any filings with the Securities and Exchange Commission (SEC). MKM Partners LLC has
multiple analysts and from time to time their views may differ. We encourage readers to call with any questions.

Additional information on all of our research calls is available upon request.

Ratings for Stocks: As of May 7, 2009, the Firm revised its ratings, which comprise the following:

“Buy” Security is expected to appreciate 15% or more on an absolute basis in the next 12 months.

“Neutral” Security is not expected to significantly appreciate or depreciate in value in the next 12 months.

“Sell” Security is expected to depreciate 15% or more on an absolute basis in the next 12 months.

Distribution of Ratings for Reports Issued by MKM Partners LLC as of October 30, 2009:

Buy 46.0%; Neutral 46.0%; Sell 8.0%.

Risks: Investment risks associated with the achievement of revenue, earnings projections and price targets include, but are not limited to
unforeseen macroeconomic and/or industry events that adversely impact demand for the subject company’s products or services, product
obsolescence, changes in investor sentiment regarding the specific company or industry, the company’s ability to retain or recruit competent
personnel, and market conditions. For a complete discussion of risk factors that could affect the market price of the company’s shares, refer to the

most recent 10-Q or 10-K filed with the SEC.

To obtain a copy of the options disclosure document, contact MKM Partners LLC at 203-987-4005 or write to: MKM Partners LLC, 1 Sound
Shore Drive, Suite 300, Greenwich, CT 06830.
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Risk Statements and Disclosures:

The material in this presentation has been prepared by MKM Partners LLC, ("MKM") a U.S. registered broker-dealer. This material is provided for
informational purposes only and is not an offer or solicitation of any investments or investment services. Not all investments or investment services
described are available in all US states. This material is only available to institutional investors.

Expiration Process and Risks — Please note that the following items apply to the monthly index and equity option expiration process, and the
resulting assignment or exercise of options that are in-the-money:

1. Automatic exercise is limited: All expiring equity options closing in-the-money .01 or more will be eligible for automatic exercise per the contract
terms of standardized options issued by the Options Clearing Corporation’s (OCC). Index options will be exercised automatically if they are in-the-
money by any amount.

2. You may be required to request exercise of valuable options: You should note that long equity options that are in-the-money less than .01, or
out-of-the money, are not automatically exercised. These options may be exercised, however you must specifically request exercise of these
options by 4:00 pm ET on the last day of trading before expiration.

3. Consider the risk of exercise or assignment: You should review your positions and consider whether your account can afford to take assignment
(or exercise) based on your current equity. You may need to close expiring positions prior to end of the market day in order to avoid risk, or in
order to retain the profit from an in-the-money position prior to expiration. In addition, please consider the possibility that short options positions
may be exercised against you by the long holder even if the option is out-of-the money.

4. Spreads face unique risks during expiration: Expiring spreads may require action if the long leg is out-of-the money less than .01 or out-of-the-
money, while the short leg is in-the-money. Although we use our best positions and for the risks associated with any unhedged spread leg expiring
in-the-money. In the event that you do not wish to exercise an expiring long leg, you must notify us by 4:00 pm ET in order to prevent the
possibility that we will exercise this long position on your behalf.

5. The assignment process: According to the policy and practice of our clearing agents, assignments are distributed on a random basis amongst all
holders of eligible options amount the accounts carried on their books. Please contact us if you need more information about this process. For any
questions relating to the exercise process or regarding expiring options, please contact our Trading Desk at 203-861-9060.

Spread Trade Risk Disclosure — Option traders must understand the additional risks associated with this type of trading. While it is generally
accepted that spread trading may reduce the risk of loss of the trading of the outright purchase of a standardized option contract, an
investor/trader must understand that the risk reduction can lead to other risks.

1. Early exercise and assignment can create risk and loss. Spreads are subject to early exercise or assignment that can remove the very protection
that the investor/trader sought. This can lead to margin calls and greater losses than anticipated when the trade was entered.

2. Execution of spread orders is “not held” and discretionary. Spreads are not standardized contracts as are exchanged traded puts and calls.
Spreads are the combination of standardized put and call contracts. There is no spread market in securities that are subject to such benchmarks
such as “time and sales” or “NBBO (National Best Bid/Offer) and therefore the “market” cannot be “held” to a price.

3. Spreads are executed differently than “legged” orders. Spreads are used by strategists as examples of risk protection, profit enhancement and as
a basis for results and return on investments. However, these strategies assume that the trade can actually be executed as a spread when market
forces may and can make the actual execution impossible. Spreads are bona-fide trades and not “legged” or “paired” of individual separate trades.
For example: option prices on cross-markets are misleading for the spread trader. An option may be offered on one exchange and bid on another
exchange that can lead the trader to believe that their spread trade should be filed, when, in fact, the bids and offers must be on the same
exchange. As all bona-fide spreads are routed on “one” exchange.

4. Spreads are entered on a single exchange and are acted upon by a market maker. Spreads are executed at the discretion of a market maker and
when cancelled or filled require that the market maker take manual action and require manual reporting at times. Delays for reporting of fills and
cancels may create additional risks in fast or changing markets.

5. Options involve risk and are not suitable for all investors. Please read the Characteristics and Risks of Standardized Options available at
http://www.optionsclearing.com/publications/risks/riskchapl.jsp prior to opening an account.

6. Past performance is no guarantee of future returns.

Member: FINRA & SIPC

MKM s 4




