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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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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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MANUFACTURING 

HIGH-YIELD & JUNK 

BRITISH POUND 



MANUFACTURING  
The Philly Fed survey for February jumped to its highest level in 33 years, 
following the balance of early regional Fed Survey releases higher. Notably, 
capex plans have shown a meaningful positive inflection over the last three 
months suggesting the improvement in core capital investment orders (which 
had been negative for 13-consecutive months and for 22 of the previous 23 
months until December) is likely to persist and inventory investment may 
continue as a positive contributor to GDP.  



HIGH-YIELD & JUNK  
If you want a look at the growth accelerating trade just take a look at high yield 
and junk corporate spreads and volatility. 30D realized volatility in HYG and 
JNK just hit fresh is at all-time lows as of the close yesterday. Looking at high 
yield spreads, the Barclays high yield OAS index is making new lows and now 
just +44bps off cycle lows in June 2014. Spreads tightening in a strong 
currency, rising rate environment, adds some kick to the growth cocktail.  



BRITISH POUND 
We like the Pound Sterling (this week we recommended buying the GBP/USD via the etf FXB) 
as we see a case for UK growth and inflation accelerating continuing to play out. That said we 
won’t be playing the cross too cute as continued Brexit Risks and Trump’s strong dollar will 
pressure GBP/USD to the downside (GBP/USD is -13.1% Y/Y and +70bps YTD). Former PM 
Tony Blair was on the soapbox this morning calling to ignite another vote on Brexit, while mere 
sound bites (Blair is wildly unpopular in Britain), today’s UK retail sales number for January of 
1.5% Y/Y (vs expectations of 3.4% and December’s 4.1%) is helping to pull the island 
currency lower.  



MACRO & HOUSING 

CHRISTIAN DRAKE 
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TREASURIES: FOREIGN DEMAND ↓ 

DATA SOURCE: BLOOMBERG,  
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GLOBAL DOLLAR FUNDING: EASING 

DATA SOURCE: BLOOMBERG,  HEDGEYE  
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CROSS CURRENCY BASIS SWAPS … ITS NOT THAT COMPLICATED 

DATA SOURCE: BLOOMBERG, HEDGEYE, BNP 

1. I have Euro’s …. But I want USD’s 
2. I (CCBS Mkt) have USD’s to swap 

 
3. Let’s agree to swap (an equivalent amount of money for a predefined period of time) 
4. Quotation: The Basis (i.e. the vertical axis in prior chart) is quoted on the 

non-USD leg 
 

5. Macro Implication: Indicator of Dollar Funding Stress 
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4Q EARNINGS GROWTH 

DATA SOURCE: BLOOMBERG  
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OPERATING MOMENTUM ↑ 

DATA SOURCE: BLOOMBERG, HEDGEYE  
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FORECASTING FAILURE = $$$ 

DATA SOURCE: BLOOMBERG, HEDGEYE  
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MFG ACTIVITY ↑ 

DATA SOURCE: BLOOMBERG,  
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CAPEX PLANS ↑ 

DATA SOURCE: BLOOMBERG,  



HEDGEYE  18 

SALES GROWTH > INVENTORY GROWTH 

DATA SOURCE: BLOOMBERG,  
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INVENTORIES: 3-PEAT? 

DATA SOURCE: BLOOMBERG,  BEA 
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HOUSING STARTS: GODOT’S PLAYGROUND 

DATA SOURCE: BLOOMBERG, CENSUS BUREAU, HEDGEYE  
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

PURCHASE APPS: TRADE ↑, TREND ↓ 
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EHS: MORE “UNDERWHELMING” 

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

IMMIGRATION: 40% OF FORTUNE 500 COMPANIES IN THE U.S. WERE FOUNDED BY IMMIGRANTS OR THEIR CHILDREN 

Cyclical Strengthening 
Initial 2016 immigration estimates show a 2nd year 

 at the 1MM mark. 

Secular Support 
Immigration has accounted for ~30% of total 

population growth over the last three decades. 

DATA SOURCE: CENSUS BUREAU, HEDGEYE 



MACRO GRIND 



3MO 

4/11/2014   THE MACRO SHOW  

February 17, 2017 

 MARKETS AREN’T PREPARED FOR THE RED LINE 
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 EARNINGS SEASON 
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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 NET FUTURES & OPTIONS POSITIONING (TTM Z-SCORE)  
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 KEY $USD CORRELATIONS 



•  other key metrics 



•  other key metrics 
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