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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.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  
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 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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POUND 

FTSE 

UST 10YR 



POUND 
The pound tapped $1.49 this morning and that’s one mother of a move 
in the context of where GBP/USD has been for the last 6 months – on 
our immediate-term signal, that’s pricing in a triple-no-exit! We’re going 
into this with no FX position (sorry, we can’t build our research firm on 
coin tosses) other than long Gold (risk range 1253-1306/oz). 



FTSE 
The FTSE is up +1.4% to 6349 with a refreshed immediate-term risk 
range of 5,819-6,403 so the asymmetry from here is to the downside; 
same thing with the DAX on a risk range of 9370-1033. If they leave, 
many Global Equity markets will resume their draw-downs (and 
crashes) from their 2015 cycle peaks – if they remain, they probably 
sell on the news anyway. 



UST 10YR 
Why is it that many investors like to buy things on sale 
other than long-term Treasuries? At 1.74% on the UST 
10YR, we wouldn’t call it a layup, but this is just one of the 
more obvious buying opportunities we’ve had in long-term 
#GrowthSlowing bonds in the last year. 



MACRO & HOUSING 

CHRISTIAN DRAKE 



BATTLE OF THE BROKE BASTARDS 
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THE WALL  ….OF COST 
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“STARK”  CONTRAST 

“severely cost-burdened households spent 41 percent less 
on food and 74 percent less on healthcare than the non-
burdened. They also spent more on transportation costs b/c 
they had to live further away to find affordable housing.”   
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WINTER HATH COME, AGAIN? 
 
HH formation 
showed a marked 
acceleration in 
4Q14/1Q15 and a 
marked 
deceleration in 
1H15.  On net, HH 
formation is 
running ~1-1.2MM 
over the last 6 
quarters 



HEDGEYE  14 

GOT RENTAL DEMAND! 
 
The formation of 
renter households 
has driven positive 
net HH formation 
as creation of 
owner occupied 
households 
remains net 
negative in the 
post-recession 
period 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

DRIVING EXCESS RENTAL SUPPLY NEGATIVE 

RENTAL VACANCY 

After peaking at 11.1% in 3Q09, the Rental Vacancy 
Rate stood at 7.0% in 1Q16 according to Census 
Data. 

SHORTAGE IN FOR-RENT INVENTORY 
For-Rent inventory remains in deficit to the tune of 
~0.5mm units relative to historical (non-bubble) 
averages. 

DATA SOURCE: BLOOMBERG, CENSUS BUREAU, FREDDIE MAC 
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THE  RED (INFLATION) WEDDING 



HEDGEYE  17 

INCOME ARROWS IN A COST GUNFIGHT 
Household income 
growth has been 
negative on a real basis 
across all the primary 
survey’s for most of the 
post-crisis period and 
rental cost inflation 
continues to grow at a 
premium to nominal 
wages.   
 
*Rent of Shelter carries 
a ~33% weight in the 
CPI Index with Owners 
Equivalent Rent (OER)  
carrying a ~25% weight 
in the basket .  
 

Data source: Bloomberg, BLS, Census Bureau, Sentier 
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RENTAL AFFORDABILITY ↓, OWNERSHIP ↑ 

Historically,  
declines in rental 
affordability have 
driven households 
towards home 
ownership 
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SF EHS : ASYMMETRY LOST 
 
Single and Total Existing 
Home sales have already 
mean-reverted back to 
average levels of activity. 
The long-term average is 
4.6mn and the series was 
recently at 5.0mn.  
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EHS: GOOD BUT … 
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1ST TIME BUYERS … CALL THE MAESTER? 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

NHS: GAME OF DISTORTION? 



MACRO GRIND 
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 EUROPEAN DATA 
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 BRITISH POUND TO U.S. DOLLAR INDEX 
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 WHAT UK THINKS: EU POLL OF POLLS 
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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 
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 HEDGEYE RATES & SPREADS 



3MO 

4/11/2014   THE MACRO SHOW  

June 23, 2016 

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