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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice to individuals. This research does not constitute an 
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment 
preferences or risk parameters; it is general information and does not constitute specific investment advice.  This presentation is 
based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or 
omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are 
intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk Management’s employees, 
which is based upon sources considered credible and reliable within the industry.  Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.  
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prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  

LEGAL 

http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/


3MO 

4/11/2014   THE MACRO SHOW  

June 17, 2016 

 HEDGEYE ASSET ALLOCATION  



3MO 

4/11/2014   THE MACRO SHOW  

June 17, 2016 

0%

10%

20%

30%

40%

50%

60%

70%

CASH U.S.
EQUITIES

INT'L
EQUITIES

COMMODITIES FOREIGN
EXCHANGE

FIXED INCOME

66% 

6% 
0% 

24% 

12% 

61% 

 HEDGEYE ASSET ALLOCATION  

The maximum preferred 
exposure for cash is 100%. 
The maximum preferred 
exposure for each of the 
other asset classes is 33%. 
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BREXIT 

DAX 

OIL 



BREXIT 
Coin toss? We would say so. And since we don’t make calls on coin 
tosses, we’ll just give you both bearish intermediate-term TREND 
signals in FTSE (6,388 resistance) and Pound ($1.47 vs. USD) with an 
intermediate-term risk range of $1.39-1.47. In other words, even if they 
don’t exit, odds are the FTSE remains bearish TREND (because the 
UK economy is slowing regardless vs. last year’s cycle peak). 



DAX 
More definitively bearish TREND than FTSE, but that’s because the 
DAX remains in crash mode (-22% from last year’s cycle high). 
Reminder that we still have the Street low forecasts for both Eurozone 
and German GDP in 2H of 2016 – #GrowthSlowing is the tail wagging 
the political dog, and it’s not just the UK who has political risks 
accelerating in kind.  



OIL 
Oil was down -4.2% yesterday, up +1.4% on the bounce today, down   
-23% year-over-year, but up +20% in the last 3 months – which way 
from here? The risk range signal says lower-highs ($46.06-49.21 WTI) 
and Oil’s Volatility (OVX) signal (ramped back up to 44 this week) says 
this said bull market isn’t done chopping a bullish consensus up for the 
summer time. 



RETAIL 

BRIAN MCGOUGH 



SELL RETAIL 
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U.S. HEADLINE RETAIL SALES 

RETAIL SALES: TREND = ↓ 

US retail 
sales making 
lower highs 
and lower 
lows. 

DATA SOURCE: BLOOMBERG, HEDGEYE 
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ONLY 4 MAIN GROWTH DRIVERS… 

Restaurants, Internet, Personal Care, and Autos account for almost all the growth. 
…AND NONE OF THEM HELP MALL-BASED OPERATORS 

DATA SOURCE: CENSUS.GOV, HEDGEYE RISK MANAGEMENT 
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ECOMM IS PARABOLIC 

We’re now up to 29% of incremental growth coming from the Internet. Theoretically, there’s no reason this can’t 
climb towards 100%. 

E-COMMERCE % OF TOTAL RETAIL SALES GROWTH 

DATA SOURCE: CENSUS.GOV 
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AMZN % OF SALES GROWTH 
AMZN % OF RETAIL SALES GROWTH 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT, CENSUS.GOV 
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DEPT. STORE COMPS VS RETAIL SALES 

DEPT STORE COMPS BIFURCATING 
Spread between 
Department 
Stores and the 
broader Macro 
sales metrics = 
widening.  

DATA SOURCE: COMPANY REPORTS, HEDGEYE ESTIMATES 
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INDUSTRY SPECIFIC - RETAIL SIGMA 

Margins 
eroded in 1Q 
as retailers 
normalized 
inventory 
levels after 
weak 4Q15. 

DATA SOURCE: HEDGEYE & COMPANY REPORTS 
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100 LARGEST BANKS CC CHARGE-OFF RATES 

CREDIT CHARGE-OFF RISK GROWING 

Credit charge-
off rates at 30-
year lows.   
 
 

SOURCE: FEDERAL RESERVE 
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COF MASTER TRUST CHARGE OFFS 

CAP ONE CHRG-OFFS NEAR TROUGH  

There’s no 
reason to 
think that 
COF/KSS 
would be any 
different than 
COF overall.  
 
 
 
 
 
 

SOURCE: COMPANY REPORTS, FACTSET, HEDGEYE RISK MANAGEMENT 
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LATEST CREDIT DATAPOINTS 

This signal from Synchrony is not the indicator that Retail CEOs with credit portfolios want/need to see. 
SYNCHRONY RAISES 2016 CHARGE-OFF EXPECTATIONS  

DATA SOURCE: COMPANY REPORTS,  FEDERAL RESERVE 
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CREDIT CARD % OF EBIT 

RETAILER CREDIT RISK 

These are the 
retailers with 
the greatest 
credit risk. 
 
Note that this 
completely 
excludes any 
potential 
revenue/marg
in hit as 
consumers 
spend less. 

DATA SOURCE: COMPANY REPORTS 
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MACY’S CREDIT % OF SALES VS EBIT MARGIN 

MACY’S CASE STUDY 
Credit as a 
percent of sales 
for Macy’s has 
tripled throughout 
this economic 
expansion. 

DATA SOURCE: COMPANY REPORTS, HEDGEYE ESTIMATES 
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General Growth failed to pay mortgage due June 1st 

• Near $50bn in loans secured by these properties mature by end of ’17. 
• Properties reliant on M , JCP, SHLD at highest risk 

SHOPPING MALL DEBT 
2ND LARGEST US MALL OWNER DEFAULTS 

DATA SOURCE: GOOGLE MAPS, BUILDINGPHOTOS.COM 
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RETAIL BANKRUPTCIES 

THIS IS GONNA LEAVE A MARK 
Most 
Bankruptcies 
Since 2009. And 
we still have half 
a year left.  

DATA SOURCE: COMPANY REPORTS, HEDGEYE ESTIMATES 
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NOW IS WHEN LONG-DATED LIABS MATTER 
2015 AVG. WEIGHTED LEASE DURATION (YEARS) 

DATA SOURCE: COMPANY REPORTS, HEDGEYE ESTIMATES 
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STOCK SPECIFIC DATA POINTS 

1st Ever Analyst Day, New Plan, CFO Change 

Negative comps to start May,  
Talking bad about Nike 

Now that his gag order is up Founder Chip 
Wilson is launching a proxy fight with the 
LULU board. 

$32  >>>>>  $105  >>>>>  $26 



MACRO GRIND 
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 HEDGEYE MACRO PROCESS: RATE OF CHANGE 
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 HEDGEYE SECTOR PERFORMANCE 
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 HEDGEYE SECTOR RELATIVE PERFORMANCE 
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 HEDGEYE STYLE FACTOR PERFORMANCE 



3MO 

4/11/2014   THE MACRO SHOW  

June 17, 2016 

 HEDGEYE RATES & SPREADS 
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 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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