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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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USD  
3 straight up weeks for the USD gives it a +0.70 correlation 
in the last 120 days with the S&P 500 – we’re still bullish 
on USD and bearish on both the Euro and the Yen. 
#StrongDollar is what happens when the U.S. is in Quads 
1 and 2. 



UST 10YR  
The UST 10YR was down -10bps with Dollar Up, Stocks Up last week, 
so we’re getting lots of questions on that. We think most of the move 
was driven by a drop in Global Yields (JGB, German, and Swiss 10s 
all down hard in the last week); a catalyst for higher UST yields 
remains U.S. growth and inflation accelerating data (jobs report this 
week). 



OIL  
WTI +0.8% to kick off the week up at $54.44/barrel with 
immediate-term upside in my risk range implying that Oil 
could finally see higher highs here. OVX (Oil Volatility) 
continues to break down = bearish TREND OVX is at 25. 



RETAIL 

BRIAN MCGOUGH 
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TRADE 
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U.S. HEADLINE RETAIL SALES 

RETAIL SALES: TREND = #GROWTHACCELERATING 

US retail 
sales making 
higher highs 
and higher 
lows. 
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Data Source: Hedgeye Risk Management, Factset 
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BUT REPORTED SALES DECELERATING…HUH? 

RETAIL SALES GROWTH BUCKETS (# OF RETAILERS) 
Basket of 63 retailers who have reported earnings through yesterday, with 40% posting flat to negative sales growth. Compare that 
to 10% in 4Q14 

Data Source: Hedgeye Risk Management, Factset, Company Reports 
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RETAIL GAAP EPS GROWTH BUCKETS (% OF RETAILERS) 

Data Source: Hedgeye Risk Management, Factset, Company Reports 
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PEOPLE LESS WILLING TO MAKE A BIG CALL ON RETAIL 

SHORT INTEREST % FLOAT/INDEXED TO JANUARY 2016 

60

70

80

90

100

110

120

130

140

150

160 Internet Retail

Apparel/Footwear Retail

Discount Stores

Apparel/Footwear

Specialty Stores

Department Stores

Electronics/Appliance Stores

Home Furnishings

Home Improvement Chains

Catalog/Specialty Distribution

Finance/Rental/Leasing

Drugstore Chains

Electronics/Appliances

Wholesale Distributors

Data Source: Hedgeye Risk Management, Factset 



 © Hedgeye Risk Management LLC. All Rights Reserved. 

ONLY 4 MAIN GROWTH DRIVERS… 

…AND NONE OF THEM HELP MALL-BASED OPERATORS 
Restaurants, Internet, Personal Care, and Autos account for almost all the growth. 
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Data Source: Hedgeye Risk Management, census.gov 
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ONLINE ACCELERATING OFF HIGHER BASE 

MASSIVE BIFURCATION BY SUB-SECTOR 

LOSERS 
• Softlines 
• Gen Merch 

 
WINNERS 
• Home Improvement 
• Restaurants 
• Online ONLY 

 
PUSH 
• Home Furnish 
• Restaurants 
• Food 
• SG 

 
Note that the 2016 YTD 
change in ‘online only’ is 
equal to the cumulative 
change in the prior 3-
years. 
 
Accelerating of a 
Higher Base. 

Data Source: Hedgeye Risk Management, Factset 
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ONLINE ONLY CARRYING RETAIL SALES GROWTH 

MOST MISUNDERSTOOD TREND IN RETAIL 

‘Online Retailer’ is 
accelerating…  
 
SIGNIFICANTLY  
 
…off a higher base 
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TREND 
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SETUP = MODERATE GROWTH, BETTER MARGINS #BULLISH 

Data Source: Hedgeye Risk Management, Factset, Company Reports 



 © Hedgeye Risk Management LLC. All Rights Reserved. 

COMPARES GETTING EASIER…#BULLISH 

RETAIL INDUSTRY AVG. REVENUE GROWTH 
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BUT ENOUGH INVENTORY TO GROW? 

Data Source: Hedgeye Risk Management, Factset 
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TAIL 
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U.S. AVG. APPAREL UNIT PRICE VS UNITS PER CAPITA 

HERE’S THE TREND PEOPLE MISS 

OTEXA uses a standardized 
unit. (SME, or M2).   
 
The number comes from qty 
of different types of 
garments, that are converted 
with standard conversion 
factors 
http://otexa.trade.gov/corr.ht
m 
  
For example 1 Dozen 
women's/girls knit 
shirts/blouses = 12.5 SME, or 
1 shirt = ~1 SME.  
1 Dress is about 3 SME, 1 pair 
of socks is about 0.2 SME.  
 

*Assuming imported units = 
Consumed units  
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CHINA % OF U.S. TOTAL APPAREL IMPORTS 

REMEMBER IMPORT QUOTAS? 

- January 1 2005 – 
apparel import quotas 
completely gone out 
after a decade of 
phasing. 
 
- They were reinstated 
temporarily to prevent 
flooding – limited to 
7.5% per year for t-shirts, 
cotton pants, and 
underwear ( just before 
HBI went public). But by 
2010 these temp 
safeguards were totally 
gone.  
 
- In 2006, for example, 
imports of Chinese 
cotton pants surged 
1,500% and cotton shirts 
were up 1,300%. 
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REFLATION = #ANNIHILATION 

The supply chain had 
$2-3bn PER YEAR 
injected into a $18bn 
profit pool over 23-
years. 
  
 
Not gonna happen 
again. There’s your 
“Trump Hates Kohl’s, 
Target, Hanes, Carter’s, 
Ralph, etc…” call. 
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 EARNINGS SEASON 



3MO 

4/11/2014   THE MACRO SHOW  

February 27, 2017 

 VOLATILITY 
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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 
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 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 CFTC NET FUTURES & OPTIONS POSITIONING (TTM Z-SCORE)  
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 CFTC NET FUTURES & OPTIONS POSITIONING (3YR Z-SCORE)  
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 KEY $USD CORRELATIONS 
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