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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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 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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UK 

EURO 

SECTORS 



UK 
The UK has been center-stage the last few weeks with the Pound 
crashing and 10YR Gilt Yields backing up to 1.00%; can this keep 
USD ramping higher, daily? How about rates? We think we’re closer to 
the end of this counter-TREND move on the rates side – we’ll see how 
the bond market trades today on GBP/USD +1.2% off oversold lows of 
$1.21. 



EURO 
Our best FX idea remains shorting the Euro vs. USD as the Europeans 
enter a protracted recession in 2017 (particularly in the South of 
Europe); while it’s signaling immediate-term TRADE oversold within its 
bearish @Hedgeye TREND at $1.10 this morning, the real action 
starts on EUR/USD breakdown of $1.05. 



SECTORS  
Yeah, Utes have corrected hard (so buy some if you missed them 
earlier in the year), but Healthcare and Double-Dip Recession 
(Industrials) stocks are correcting hard too! Healthcare (XLV) led losers 
yesterday at -2.5%; part of that is election expectations, but a bigger 
part that’s weighed on the group this year is that Healthcare is 
#LateCycle.  



MACRO & HOUSING 

CHRISTIAN DRAKE 
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LMCI = ↓ 

DATA SOURCE: BLOOMBERG,  



HEDGEYE  11 

CONSUMER & BUSINESS CONFIDENCE 
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SMALL BUSINESS HIRING = SLOWING 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

NFIB: JOBS HARD TO FILL 

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

COMPENSATION PLANS 

COMPENSATION PLANS COMPENSATION PLANS VS EARNINGS GROWTH 
why 
people 
care 

DATA SOURCE: BLOOMBERG, BLS, NFIB, HEDGEYE 
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INCOME GROWTH = TRADE ↑, TREND ↓  
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CONSUMER CREDIT GROWTH = SLOWING 
AFTER PEAKING IN 4Q15, TOTAL CONSUMER CREDIT GROWTH HAS NOW BEEN SLOWING FOR 8 MONTHS 

DATA SOURCE: BLOOMBERG, NBER, FEDERAL RESERVE, HEDGEYE 
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Total Consumer Credit 
Recession Dates Total Consumer Credit Outstanding, YoY %

+7.2% 

+6.3% 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 

REVOLVING CREDIT = ↑ 
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CONSUMPTION: INCOME ↓, CREDIT ↑ 

DATA SOURCE: BLOOMBERG, FEDERAL RESERVE,  BEA, HEDGEYE 
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Revolving Credit Growth Income Growth

An acceleration in credit growth has helped to 
support spending growth in the face of 
decelerating income growth 
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INCOME + CREDIT = ↓ 

DATA SOURCE: BLOOMBERG, BEA, FEDERAL RESERVE, HEDGEYE 
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EMPLOYMENT: 4Q COMPS 

DATA SOURCE: BLOOMBERG, BLS, HEDGEYE 

Faster Employment Growth + Increased Hours = Faster Aggregate Hours Growth 

Faster Wage Growth 
+ 

= ↑ Income Growth = Harder Income/Consumption Comp 
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CONSUMPTION: Q/Q = ↓, YOY = FLAT 

QoQ = ↓ 

2Q = +2.7% YoY 3Q = ~2.7% YoY 

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

#ACATAPER = #NFPTAPER 

DATA SOURCE:  BLOOMBERG, BLS, BEA, HEDGEYE, 

Implementation of ACA resulted in an unprecedented influx of newly insured individuals.  This drove a large increase in both healthcare consumption and 
associated hiring in the sector.  We are now beginning to see the reversal of this dynamic as the sector comps out of the benefit. 

ACA helped juice both Employment and Consumption Growth 
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USD/RATES ↑, EQUITIES ↓ 

Data source:  Bloomberg,  



MACRO GRIND 
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 S&P 500 REVENUES & EARNINGS COMPS   
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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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