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DISCLAIMER 
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.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  
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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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EUROPE 

COPPER 



VOL  
Both vols (volume and volatility) continue to signal raging bull in U.S. 
Equity terms. In contrast to decelerating volume on correction days, 
Total U.S. Equity Volume (including dark pool) #accelerated +17% day-
over-day and +21% vs. its 1-month average yesterday. Meanwhile 
front month VIX backed off at the top-end of its bearish risk range and 
implied volatility premiums remain high. 



EUROPE   
Freshly squeezed new highs for both the EuroStoxx50 and the 
German DAX this morning as European economic data continues to 
accelerate, sequentially, and political fears have been trumped by the 
term structure of bearish market bets. The highest implied volatility 
premiums (vs. 30-60 day realized) in macro are still in European 
stocks.  



COPPER 
Not to be confused with our bullishness on U.S., European, and 
Japanese Equities (when they’re on sale), we do not like Commodities 
as an asset allocation here. Copper looks a lot like the CRB Index 
(breaking bearish) as Reflation’s Peak remains a theme vigorously 
debated in client meetings. Keith was in Boston for the last 2 days and 
will be in Pittsburgh today. 



MACRO & HOUSING 

CHRISTIAN DRAKE 
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THE REFLATION NARRATIVE 
The expedited repricing of the growth outlook drove crowded positioning in reflation 
exposures  
 
=> the market began to price in Reflation’s Peak as we traversed trough energy comps in 1Q 
  
=> Le Pen’s odds rolled over, the Euro got a relative bid, German yields moved up, US-
German spreads tightened  
 
=> Euro strength, improving yield differentials, and a “dovish hike” put some short-term 
pressure on the USD and US Treasuries ….  
  
=> Oil weakness and rising concern around the prospects for health reform (and its impact 
on the tax reform/fiscal stimulus timeline) add further angst around the base reflation 
narrative.  
 



HEDGEYE  11 

LEN PEN ↓ = EURO ↑ 
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GERMAN YIELDS ↑, $USD ↓ 
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HEDGING POLITICAL UNCERTAINTY  
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Implied Volatility Premium Comparison (60D Window) 
FTSE 100 DAX CAC 40

DATA SOURCE: BBG, CME ©2017  HEDGEYE RISK MANAGEMENT 
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EUROPE: DIVERGENCE IN TREND VS. EXPECTATION 
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Average Z-Score Ranking 

Volatility Premium Rankings TTM (Average Z-Score) 
Average Z-Score: The avg. z-score 
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 

DATA SOURCE: BBG, CME ©2017  HEDGEYE RISK MANAGEMENT 
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TRADE BALANCE = ↓ 

SOURCE: BLOOMBERG, BEA, HEDGEYE 
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INVENTORIES ↑ 

SOURCE: BLOOMBERG 
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SALES > INVENTORY 

SOURCE; BLOOMBERG, CENSUS 
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FEB ISM CONFIRMS 

SOURCE: BLOOMBERG, ISM, HEDGEYE 
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HPI: 3 YEAR HIGHS 
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HPI: 2ND DERIVATIVE POSITIVE  
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VOLUME: UNDERWHELMING …. 
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…. BUT IMPROVING? 
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CONFIDENCE: 196 MONTH HIGHS 
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CORPORATE PROFITS ↑ 
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LONG THE RICH? 



MACRO GRIND 
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 EURO STOXX 50 INDEX 
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 HEDGEYE SECTOR PERFORMANCE 
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 HEDGEYE SECTOR RELATIVE PERFORMANCE 



3MO 

4/11/2014   THE MACRO SHOW  

March 29, 2017 

 HEDGEYE STYLE FACTOR PERFORMANCE 
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 HEDGEYE RATES & SPREADS 



3MO 

4/11/2014   THE MACRO SHOW  

March 29, 2017 

 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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