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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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OIL  
Oil was throttled in the last 48 hours and is now testing a break-down 
of our intermediate-term TREND level this morning (that key signal line 
= $48.90 WTI) as Oil Volatility (OVX) threatens to breakout above 
TREND resistance of 32.2. When we got out of XOP last week, we 
didn’t think it would get this bad this fast – but the process kept us out 
of this mess. 



COMMODITIES   
The Commodities Index (19 Commodities) has now broken both our 
immediate-term TRADE line (191) and intermediate-term TREND lines 
(188) of support. Is this a head-fake or precisely what happens on the 
5th straight up week for #StrongDollar joined by rates ripping? 
“Reflation’s Peak” (our Q1 Theme) looking likely here in Q1. 



UST 10YR  
UST 10YR Yield ramps to 2.57% after a white hot ADP Employment 
#Accelerating report (and U.S. Productivity accelerating to +1.0% y/y 
after being nasty/negative for 3 straight quarters in 2016). The Yield 
Spread widens to +122bps (10yr minus 2yr) as rates continue to trade 
on growth’s rate of change more than inflation’s. 



MACRO  

BEN RYAN 
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TARGETING UNDERPERFORMANCE IN ENERGY 
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A LOOK AT 2017 RELATIVE PERFORMANCE BY SECTOR 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

CFTC POSITIONING: LONG CRUDE OIL 

DATA SOURCE: BBG, CME 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

A LOOK AT THE TANGIBLES: CFTC POSITIONING 

DATA SOURCE: BBG, CME  
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THE EFFECT ON HIGH YIELD: A QUICK EXPECTATIONS SHIFT 
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GRADUAL TAMING OF EXPECTATIONS: USO 
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Q1 2017: THE REFLATION TRADE SWEET SPOT 

Quarterly 2017 growth rates are 
estimated by comparing an arithmetic 
average of forward contract pricing in 
a given quarter to the average 
quarterly price from the previous year 
period. For the USD and CRB index, 
we assume no change in index level 
for the balance of the year, so the 
growth rates are pure base effects 
from current levels. 

The time series is the Y/Y 
% change in average 
quarterly pricing of the 
CRB Index and some of 

its constituents.  

DATA SOURCE: BLOOMBERG, HRM 
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REFLATION SECTORS PEAK: Q1 OF 2017 

DATA SOURCE: BLOOMBERG 
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BROKEN CORRELATIONS TO CONTINUE? 
*Reflation’s Peak: Q1 
 
After the easiest 
reflation trade comp 
effect in Q1 of 2017, 
current trending 
conditions face second 
derivative pressure in 
Q2…. 
 
And Beyond Q1 our 
long-term cycle work 
keeps us cautious of a 
sustainable positive 
longer term trend in 
both the U.S. dollar and 
reflation trade 
outperformance.   
 
 

DATA SOURCE: BLOOMBERG, HRM 
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y = -131.4x + 128.52 
R² = 0.8547 
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S&P 500 Energy to SPX Relative Performance Ratio (Daily Observations, 3Yr Window) 

U.S. Dollar Correlation with S&P Energy Relative Performance 

USD DRIVES RELATIVE REFLATION PERFORMANCE 

“R” Correlation = -0.92  

DATA SOURCE: BLOOMBERG, HRM 

“Relative Performance 
ratio” is the ratio of the 
S&P 500 Energy Sectors 
to the S&P 500 Index 
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A LONG-TERM LOOK AT STRONG DOLLAR CYCLES 

BIRDS-EYE VIEW 

1

10

100

60

80

100

120

140

160

180
U.S. Dollar Index Historical Oil Price* ($)

*Log Scaling 

DATA SOURCE: BLOOMBERG (*BLOOMBERG HISTORICAL CRUDE OIL PRICE INDEX) 

Mar. 11- 
Present: 
 
Grt.-Rec. to 
present 
inflation of 
asset prices 
 

Jun. 01 – Mar. 11: 
 
Greenspan de-regulation, 
low-interest rate era 
 
 

 

Jun. 95 – Jun. 
01: 
 
Clinton era tight 
fiscal policy, 
strong-dollar 
de-leveraging 
 

Dec. 84 – Jun. 95: 
 
Decade-Long Expansion 
 

Jun. 80 – 
Dec. 84: 
 
Recession & 
contraction-a
ry Policy 

Sep. 69- June 80: 
 
1970s inflation/Bretton Woods 
 



21  © Hedgeye Risk Management LLC. All Rights Reserved. 

EYEING GLOBAL INVENTORIES: OECD OIL & LIQUIDS 
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INCREASING RIG COUNTS: OIL & GAS 
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INCREASING RIG COUNTS: OIL SPECIFIC RIG COUNTS 
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DOE CRUDE INVENTORIES: SURGING TO ALL-TIME HIGHS 
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CRUNCHING THE TIME PERIOD: CRUDE INVENTORIES 
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DOMESTIC CRUDE OIL: A CLEAR TREND 
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A LOOK AT REGIONAL PRODUCTION: PERMIAN DOMINATES 
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LOWER 48 STATES CRUDE PRODUCTION NOW FLAT Y/Y 
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LOOKING AROUND THE WORLD: GLOBAL PRODUCTION MONITOR  
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 VOLATILITY 
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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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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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