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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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U.S. EQUITIES 

HOUSING 

EURO 



U.S. EQUITIES  
Renewed Skepticism (U.S. Equities) – The term structure of volatility has 
shifted significantly over the last few weeks from unprecedented lows to new 
skepticism, and that shift applied to all indices. Even back contract months 
have been bid up again, especially in the Nasdaq. Note that this new spike in 
implied vol is behind fresh all-time lows in 30D and 60D realized vol in Nasdaq 
100 as of the close yesterday. Investors are bucking the trend in volatility to 
protect against downside.  



HOUSING  
Pending Home Sales (PHS) declined -2.8% sequentially in January while increasing just +0.38% YoY 
on the easiest comp of 2017.  This is not a new development as demand growth has averaged just 
+0.67% YoY over the last 6 months and has been negative in 2 of the last 3. The divergence between 
Pending and Existing Home Sales is now the largest we’ve seen in years and with tight supply 
constraining the upside in sales, affordability declining, steeper comps and an impending reversal of 
the rate related pull-forward in demand, underwhelming should continue to characterize demand 
growth in the existing market over the nearer-term. Expect sequential softness in EHS (Existing 
Home Sales) alongside a recoupling of PHS and EHS over the coming month(s).  



EURO  
To further underline the ongoing political risk pancake playing out in the 
Eurozone, a new Sentix research group survey showed that 25.2% of 
respondents expected the Eurozone to lose at least one member state in the 
next 12 months, up from 21.3% in January (candidates include Netherlands, 
France, Italy).  We remain intermediate term bearish on the EUR/USD, with 
the strong USD #TrumpTrade continuing to play out.   
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WHAT IS PRICED IN GOING FORWARD 
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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 

A LOOK AT THE TANGIBLES: CFTC POSITIONING 

DATA SOURCE: BBG, HRM 
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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, HRM 
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THE PREMIUM CREEP: U.S. EQUITIES 
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BREXIT ELECTION 
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THE PREMIUM CREEP: U.S. EQUITIES 
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SAME SKEPTICISM OBSERVED ACROSS DURATIONS: SPX  
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SAME SKEPTICISM OBSERVED ACROSS DURATIONS: NDX  
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AND IN SKEW…. 
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S&P 60D Skew Score 
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*SKEW SCORE* is a more normalized look 
at the surface over straight skew that 
compares the out-of-the-money implied 
volatilities to the ATM implied volatility: 
SKEW SCORE = (Implied vol high strike - 
Implied vol low strike) / ATM Implied Vol.  
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IT’S HAPPENING BEFORE ANY CHANGE IN TRENDING VOLATILITY 
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WIDENING PREMIUMS IN THE S&P 500 
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IMPLIED VOLATILITY PREMIUM FACTOR: CONTEXT 

HELPS PUT THE IMPLIED VOL PREMIUM IN CONTEXT 
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*Volatility Premium Factor*: Adds 
implied volatility on a contract 
expiring in 60 Days to Realized 60D 
Vol. and takes the midpoint. The 
premium factor controls for the 
existence of a "premium" for overall 
levels of market volatility.   
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LONG VOL. TRADES THAT LOOKED ATTRACTIVE JUST A FEW WEEKS AGO ARE 
LOOKING LESS ATTRACTIVE ON THE MARGIN 

WINDOW FOR LONG VOL TRADES CLOSING 

On 02/10 you paid a 
$4.43 net premium per 
option for March 31 
$127 QQQ straddles.  
 
An unfavorable 
environment has 
manifest for this 
strategy and you can 
still sell it for a net 
premium of $4.73 
which is a +7% gain on 
capital risked. Much of 
the gain is helped by a 
pop in implied vol. from 
10.5 to almost 13 
currently. 
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LOOKING AROUND THE WORLD….ASIA ALSO IN A LOW VOL ENVIRONMENT 
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*Historical Percentiles* 
The Aggte. percentile 
reading has a 30 years of 
daily data and averages 
realized vol over the four 
durations noted. 
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FXB: THE VOL SET-UP A GOOD INDICATOR OUR POSITION IS NON-CONSENSUS 
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*Aggte Percentiles* The 
percentile reading takes 
an average of implied 
volatility over 4 expiries 
(30D/60D/3Mth/6Mth) 
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OBSERVING EURO SKEPTICISM…VOLATILITY SKEW 
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Volatility Skew Rankings (90-110% Skew) 

DATA SOURCE: BBG, CME ©2017  HEDGEYE RISK MANAGEMENT 

Summed Z-Score: The summed 
z-score aggregates the relative  90% 
Strike to 110% strike of 30D, 60D, 
3Mth, and 6Mth windows for each 
ticker. A high z-score indicates skew 
that is relatively more positive in 
each respective ticker over the 
given windows.  
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OBSERVING EURO SKEPTICISM…. IMPLIED VOLATILITY PREMIUMS 
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aggregates the relative  implied 
volatility premiums of 30D, 60D, 3Mth, 
and 6Mth windows for each ticker. A 
high z-score indicates implied volatility 
that is trading at a relative premium to 
realized trading ranges in each 
respective ticker over the given 
windows.  

DATA SOURCE: BBG, CME ©2017  HEDGEYE RISK MANAGEMENT 
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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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3MO 

4/11/2014   THE MACRO SHOW  

March 1, 2017 

 MARKET SHARE VOLUME & TOTAL VALUE TRADED  



3MO 

4/11/2014   THE MACRO SHOW  

March 1, 2017 

 KEY $USD CORRELATIONS 


	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
	What is priced in going forward
	A look at 2017 relative performance by sector
	A look at the tangibles: CFTC Positioning
	A look at the tangibles: CFTC Positioning
	The premium Creep: U.S. Equities
	The premium Creep: U.S. Equities
	Same skepticism observed across durations: SPX 
	Same skepticism observed across durations: NDX 
	And in skew….
	It’s happening before any change in trending volatility
	Widening Premiums in the S&P 500
	Implied volatility premium factor: context
	Window For Long Vol Trades Closing
	Looking around the world….Asia also in a low vol environment
	FXB: The vol set-up a good indicator our position is non-consensus
	Observing euro skepticism…volatility skew
	Observing euro skepticism…. Implied volatility premiums
	Slide Number 27
	Slide Number 28
	Slide Number 29
	Slide Number 30
	Slide Number 31
	Slide Number 32
	Slide Number 33
	Slide Number 34
	Slide Number 35
	Slide Number 36
	Slide Number 37
	Slide Number 38
	Slide Number 39
	Slide Number 40
	Slide Number 41
	Slide Number 42

