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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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EARNINGS 

S&P 500 

GOLD 



EARNINGS  
30% of the way done on EPS Season (148 of 500 S&P companies 
had reported as of last night). Aggregate SALES and EARNINGS 
are currently +2.4% and +5.0%, year-over-year, respectively. Tech, 
Basic Materials, and Financials year-over-year EPS growth beating 
SPX at +13.2%, +20.9%, and +8.7%, respectively. 



S&P 500  
The S&P 500 signaled immediate-term TRADE overbought 
at 2303 putting the refreshed risk range at 2265-2303 
which implies higher-lows and higher-highs as realized 
volatility continues to get smashed. We’ll see if they sell 
them or buy them on the news this morning. 



GOLD 
Obviously when U.S. growth accelerates, Gold 
underperforms (see 2013 and the last 3 months for 
details). That said, Gold signaled immediate-term TRADE 
oversold within its bearish TREND yesterday (in the last 3 
months Gold is -6.1% vs. SPX +6.8%). 



MACRO GRIND 
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WHY DOES THE 2ND DERIVATIVE MATTER? 
BECAUSE FINANCIAL ASSET RETURNS HAVE HISTORICALLY ANCHORED ON THE MARGINAL RATE OF CHANGE IN BOTH 
GROWTH AND INFLATION – ESPECIALLY WHEN THESE DELTAS ARE COUNTER TO CONSENSUS EXPECTATIONS. 

DATA SOURCE: BLOOMBERG. THE EXPECTED VALUE DATA IS WEIGHTED BY THE DELTA INTO THE RESPECTIVE QUADRANT. 
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S&P 500 EARNINGS ACCELERATING 
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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’S PEAK:  KEY PROPRIETARY COMMODITY PRICE SAMPLE 

THE Y/Y GROWTH RATE IN OUR COMMODITY PRICE SAMPLE, WHICH HAS BEEN A GOOD PREDICTOR OF CPI, CLEARLY PEAKS ON A SECOND 
DERIVATIVE BASIS IN Q1 OF 2017 BEFORE EASING INTO Q2. 

DATA SOURCE: BLOOMBERG, REUTERS, HRM 
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The Hedgeye Macro commodity price sample includes the CRB Index, CRB Raw Industrials Index, Brent Crude Oil and the UN Food and Agriculture Price Index.  
YoY deltas are calculated from monthly averages. Forward estimates assume no change to current monthly averages. 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

6-MTH MOVE TO 3-YR REVERSION: WHERE TO NOW? 
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6-Mth Sigma 

S&P 500 Sectors: 6-Mth Relative Performance (Sigma*) 

*6-Mth Sigma: The 6-mth 
sigma contextualizes the 
relative performance of 
each sector (GICS Level I 
Composites) to the S&P 
500 Index over the 
previous 6-mth period on a 
standard deviation basis.  
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3-Yr. Sigma 

S&P 500 Sectors: 3-Yr. Relative Performance (Sigma*) 

*3-Yr Sigma: The 3-yr sigma 
score contextualizes the 
relative performance of each 
sector (GICS Level I 
Composites) to the S&P 500 
Index over the previous 3-yr 
period on a standard 
deviation basis.  

DATA SOURCE: BLOOMBERG, HRM 
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COMPARING VOLUME ON UP VS. DOWN DAYS 
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VOLATILITY COMPRESSION IN LONGER-DATED EXPIRIES 
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DATA SOURCE: BBG, CME ©2017  HEDGEYE RISK MANAGEMENT 
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A COMPLETE SHIFT IN EXPECTATIONS IN JANUARY 
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ANOTHER LOOK AT THE SHIFT 
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Volatility Premium Rankings TTM (Summed Z-Score) 
Summed Z-Score: The 
summed z-score aggregates 
the relative  implied volatility 
premiums of 30D, 60D, 3Mth, 
and 6Mth windows for each 
ticker. A high z-score indicates 

DATA SOURCE: BBG, CME ©2016  HEDGEYE RISK 
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NEAR THE LOWS IN REALITY AND EXPECTATIONS 
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DATA SOURCE: BBG, CME ©2016  HEDGEYE RISK MANAGEMENT 
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WHEN PREMIUMS NEED SOME SERIOUS CONTEXT… 
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 CAPITAL GOODS ORDERS 



3MO 

4/11/2014   THE MACRO SHOW  

January 27, 2017 

 U.S. DURABLE CAPITAL GOODS 



3MO 

4/11/2014   THE MACRO SHOW  

January 27, 2017 

 U.S. DURABLE CAPITAL GOODS 



3MO 

4/11/2014   THE MACRO SHOW  

January 27, 2017 
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 U.S. DURABLE CAPITAL GOODS 
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 REAL CONSUMPTION GROWTH, YOY 



3MO 

4/11/2014   THE MACRO SHOW  

January 27, 2017 

 INVENTORY CONTRIBUTION TO GDP 
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 TRADE BALANCE 
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 DOMESTIC EQUITY FUND FLOWS 
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 U.S. EARNINGS NEWS 
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 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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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 KEY $USD CORRELATIONS 
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