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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 
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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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FLOWS  

SPAIN 

RUSSIA 



FLOWS  
The war on active management continues with U.S. equity beta trouncing most strategies 
YTD. This morning, Lipper is reporting another -$4B in outflows from U.S. equity mutual funds 
while passive equity funds took in another +$4.3B WoW. We’ve written extensively about the 
upside capitulation we’re seeing in the SPX futures and options data and via the reversal in 
style factor performance – which itself reeks of a massive career-risk driven chase. With high 
beta stocks up +19% and Utes down -30bps since the June 27th Brexit v-bottom, we’re again 
starting to see opportunity on the long side of lower-for-longer strategies for those investors 
who’ve missed the big move. 



SPAIN 
The tangled mess that is Spanish politics continues to evolve. The 
latest… Acting PM Rajoy has called a confidence vote for August 31st. 
While he may get the support of centrist party Ciudadanos, it appears 
he’d need the Socialist Party (PSOE) to abstain from the vote to win – 
and the Socialists say they will not abstain!  Our call for 
#EuropeImploding remains intact.  



RUSSIA 
German Chancellor Angela Merkel said there is no reason 
to lift EU sanctions against Russia as Moscow has not 
fulfilled all of its commitments under the Minsk peace plan. 
Expect political risk to remain heightened as the East vs 
West faceoff remains! 



RETAIL 

ALEC RICHARDS 
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U.S. HEADLINE RETAIL SALES 

RETAIL SALES: TREND = ↓ 

U.S. 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 

July YY Growth Contribution By Category July Retail Sales YY Growth By Category 
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WE’RE TALKING ABOUT SALES  

Basket of 63 retailers who have reported earnings through yesterday, with 40% posting flat to negative sales 
growth. Compare that to 10% in 4Q14. 

RETAIL SALES GROWTH BUCKETS (# OF RETAILERS) 

DATA SOURCE: COMPANY REPORTS, FACTSET 
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RETAIL INDUSTRY AVG. REVENUE GROWTH 

YEA, COMPS ARE TOUGH 

But, 
something 
here doesn’t 
add up. 
 
Plus sq. ft. 
growth kicker 
is all but 
gone. 

DATA SOURCE: COMPANY REPORTS, FACTSET 
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MARGINS UNDER PRESSURE 

After a 7yr margin expansion cycle starting to see some pressure, 2/3rds of retail reporting EBIT margin 
deleverage. 

RETAIL INDUSTRY EBIT GROWTH BUCKETS (# OF RETAILERS) 

DATA SOURCE: COMPANY REPORTS, FACTSET 
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E-COMM SHARE ↑, MARGINS DOWN ↓ 
E-COMM GROWTH BECOMES A BIGGER CHUNK OF THE PIE, MARGINS SUFFER 

DATA SOURCE: HEDGEYE RISK MANAGEMENT, COMPANY REPORTS, FACTSET, INTERNET500 
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IF THERE’S A SILVER LINING 

Best, 
inventory set-
up in 2+ 
years. 

DATA SOURCE: FACTSET, COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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NOT ALL CATEGORIES CREATED = 

Puts and 
takes by 
category with 
apparel & 
footwear the 
stand out on 
the negative 
side. 

DATA SOURCE: FACTSET, COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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DEPT STORES  - CLEAN BALANCE SHEETS 

But, no 
stability in the 
top line, telling 
us planning 
very 
conservatively 
into year end. 
 
Winners: KSS, 
JCP 
 
Loser: DDS 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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WMT SPENDING/ TGT WATCHING 

WMT doubling down on growth to fuel store/e-comm, TGT proud of its cost saving efforts. 
WE’D CHARACTERIZE THIS AS THE CAUSE 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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AND THIS IS THE EFFECT 

SHOWING UP IN NUMBERS 

Investment 
dollars = 
market share. 
 
Spread 
opening up to 
1.2% in 1Q and 
3.4% in 2Q – 
widest in last 5 
years. 
 
Clear winner 
and loser. 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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CALL JUST GETTING STARTED 
TGT - LOSING SHARE LIKE NEVER BEFORE 

DATA SOURCE: COMPANY REPORTS, CENSUS.GOV, HEDGEYE RISK MANAGEMENT 
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AND THERE IS THIS TO WORRY ABOUT 
AMZN % OF RETAIL SALES GROWTH 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT, CENSUS.GOV 
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KSS – THIS IS NOT SUSTAINABLE 
KSS COMP COMPONENTS 

DATA SOURCE: COMPANY REPORTS, HEDGEYE RISK MANAGEMENT 
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CREDIT TREND ONE TO WATCH 
COF DELINQUENCY RATE YY CHG. ACCELERATING OFF THE LOWS 
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ALL DATA POINTS BEARISH 
YY CHG IN FED TOP 100 BANK CHARGE OFF RATE 

DATA SOURCE: FEDERAL RESERVE, COMPANY REPORTS 

2/23/16: Macy’s signals rise in 
delinquency levels 

11/3/15: Sr Loan Officer Survey: C&I  
Turns Net Tightening 

6/14/16: Synchrony Guides 
Increased Charge-offs 

8/1/15: Sr Loan Officer Survey: 
Consumer Auto Loans  
Turns Net Tightening 
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HBI – WHERE’S THE GROWTH 
HBI ORGANIC GROWTH 

DATA SOURCE: COMPANY REPORTS,  HEDGEYE RISK MANAGEMENT 
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AHH – THERE IT IS 

DATA SOURCE: GIL & HBI COMPANY REPORTS 
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