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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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This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
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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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#CRUDEPRODUCTION 

#PEAKS 

#EHS 



#CRUDEPRODUCTION 
Changes on the margin matter. The long-term fundamental crowd is squarely behind a 
long-energy position with U.S. crude production down nearly -3% Y/Y. Despite the fact 
that crude inventories are pinned near an all-time high adjusting for a seasonal summer 
draw, and gasoline consumption is at a high not seen since 2007 yet gasoline 
inventories are still up 10% Y/Y, the market is still slapping a cycle peak forward multiple 
with earnings expected to increase by triple digits over the next year. Hope consensus is 
right. 



#PEAKS 
The current forward multiple is at a new cycle peak on earnings expectations that 
assume positive S&P earnings growth by Q3 2016, 9% in Q4 2016, and +16% and 
+14% by Q1 and Q2 2017 respectively. Starting in Q4 of this year, positive earnings 
growth expectations are baked in for every sector for three quarters through Q2 of 2017. 
So we’re looking at a market that has been taken to an all-time high on cycle-high 
buyback activity with a new cycle high forward multiple with optimistic earnings 
expectations in the denominator.  



#EHS 
Growth in Existing Home Sales slowed to +3.0% YoY in June but the main callout was that the share 
of sales to 1st-time buyers rose to 33%, marking the highest percentage since July 2012 as unit sales 
increased to the highest level of the cycle at 1.84M.  The trend here is important because any next 
leg higher in transaction volumes will require resurgent 1st-time and entry level buyer demand. The 
past 3 years have been littered with single-month breakout headfakes and false optimism so we’re 
interested to see if the strength can confirm next month.  The more important housing release will be 
next week’s Pending Home Sales data for June – which will give us the lead read on sales in the 
existing market for July.   



MACRO & MARERIALS  

BEN RYAN 
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QUICK AND DIRTY TOP DOWN VIEW 

DATA SOURCE: BBG 
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GLOBAL CRUDE PRODUCTION MONITOR 

DATA SOURCE: BLOOMBERG, EIG 
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DOMESTIC PRODUCTION BY REGION 

DATA SOURCE: BLOOMBERG, EIA 
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ENERGY SECTOR EXPECTED REBOUND 

DATA SOURCE: BBG 
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RIG COUNTS 

DATA SOURCE: EIA 
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RIG COUNTS 
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THIS IS NOT A TYPO – ENERGY SECTOR FORWARD MULTIPLE 

This forward multiple 
is slapped on a very 
optimistic earnings 
outlook over the 
next 12 months 
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DATA SOURCE: BBG 
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DOE CRUDE INVENTORIES 
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U.S. IMPORTS FROM OPEC 

DATA SOURCE: EIA 
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MOTOR GASOLINE UP DOUBLE DIGITS 

DATA SOURCE: EIA 
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DESPITE S SURGE IN CONSUMPTION 
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AND HEALTHY REFINERY UTILIZATION 



MACRO GRIND 
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 TOKYO NIKKEI 225 AVERAGE INDEX   
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 Q2 S&P REVENUE & EARNINGS COMPS 
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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 
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 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  


	Slide Number 1
	legal
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Quick and dirty top down view
	Global Crude Production Monitor
	Domestic Production By region
	Energy sector expected rebound
	Rig COunts
	Rig Counts
	This is not a typo – energy sector Forward multiple
	Doe Crude Inventories
	Slide Number 18
	U.S. Imports from opec
	Motor Gasoline up double digits
	Despite s surge in consumption
	And healthy Refinery utilization
	Slide Number 23
	Slide Number 24
	Slide Number 25
	Slide Number 26
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32

