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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, 
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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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ALL-TIME HIGHS 

VOLATILITY  

UST 10YR 



ALL-TIME HIGHS  
All-time remains a long time and whether people want to call it “over-
done” and/or “overvalued” (code for they aren’t long enough), we’ll 
simply call it the score. At 2,303 the S&P 500 will finally signal 
immediate-term TRADE overbought – that is what it is ahead of a “sell-
some on the news” of accelerating U.S. GDP and Durable Goods 
reports tomorrow, but stay bullishly positioned. 



VOLATILITY  
30-day realized volatility has been smashed to 6-7%, this is called the 
Pain Trade (for U.S. stock market bears). Those who stayed short too 
early in 2006-2007 know this pattern all too well, 30D vol got to as low 
as 5.3% in AUG-SEP 2016 – from SEP 2006 to FEB 2007 realized vol 
never went above and 8-handle and that’s 6 straight months! 



UST 10YR 
Nice ramp to 2.54% on the 10YR Yield and staying with the Gold and 
TLT shorts appears to be the right call, for now. Inasmuch as U.S. 
stocks (SP500) are signaling immediate-term overbought this morning, 
at $1177 Gold and 2.58% UST 10YR, long-term bonds should signal 
immediate-term TRADE oversold within their bearish intermediate-term 
TREND. 



RESTAURANTS & CONSUMER STAPLES 

HOWARD PENNEY 
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BLACK BOX 

Data Source: Black Box Intelligence.  
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FAH VS FAFH INFLATION DIFFERENTIAL 

Data Source: BLS, Hedgeye.  
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PROMOTIONS DILUTING THE INDUSTRY 

LACKLUSTER PROMOTIONS UNLIKELY TO IGNITE A RECOVERY 
• The latest BOGO suggests that franchisees are making 50% less and represents Applebee’s latest destruction of long-term value. 

• Promotions are running rampant across the industry 

Data Source: Company Filings.   
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ONCE PROMOTIONS SUBSIDE…SONC WILL SHINE THROUGH 

AGGRESSIVE BUNDLING WILL COME BACK TO BITE COMPETITORS! 
• SONC’s tendency to selectively offer bundling promotions, will prove to be advantageous, as competitors will be forced to 

reposition themselves and create a new game plan when commodities reverse direction. 

Data Source: Company Filings. 
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DIGITAL DELIVERY BLURRING THE LINES OF FAH & FAFH 

• The way food is reaching 
consumers is changing 
faster than ever before 

• Grocers are expanding 
prepared food options 
creating another option for 
consumers versus a quick-
service of fast-casual 
restaurant 

• Restaurants are providing 
more takeout options 
which compete with at 
home meal prep 

• And you have the 
emergence of companies 
such as Blue Apron and 
Munchery bringing the 
ingredients to you or even 
a prepared meal  

Out = Restaurants In = Recipe 
Digital delivery allows 
consumer access to 

anything, anytime, anywhere 

Restaurants Grocery 

Food Away From 
Home 

Food At Home 

Data Source: Boston Consulting Group.  
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QUESTION: HOW OFTEN DO YOU USE ONLINE FOOD DELIVERY SERVICES, SUCH 
AS SEAMLESS, GRUBHUB OR POSTMATES, TO GET FOOD FROM RESTAURANTS 
THAT TYPICALLY DON’T DELIVER? 

DELIVERY SERVICES STILL UNDERPENETRATED 

• As you can see from the 
chart on the far left, 
roughly only 5% of the 
population uses online 
food delivery services on 
a regular basis (more than 
once per month) 

• The data breaks down 
pretty much how you 
would predict, as 
wealthier, tech savvy 
people are more likely to 
use these delivery 
services 

• As third party delivery 
services and restaurants 
themselves expand 
delivery availability 
economies or scale will 
kick in, broadening the 
awareness and making 
delivery more accessible 

Data Source: CivicScience, Results Filtered by U.S. Adults 18+ and Weighted by U.S. Adults. Responses: 84,032.  

2% 

3% 

4% 

91% 

Once or more per week

Once or more per month

A few times a year

Rarely / never

Delivery Services Underutilized 

10.4%  

0.7%  

Regular Upscale Restaurant
Diners

Other

Regular upscale diners are much more 
likely to answer ‘Once or more per week’ 

5.8%  
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VC FUNDING IN FOOD & GROCERY 

IS FUNDING DRYING UP? HOW WILL CONSOLIDATION IMPACT THE INDUSTRY? 
The food and grocery delivery industry has largely been dependent on venture capital funding to spur growth. But the amount of disclosed funding has now 
been down YoY in four straight quarters and the numbers of deals declined for the first time since 1Q13 in 4Q16. This could be that investors have finally seen 
who is rising to the top and shifting funds or a lost interest in this increasingly competitive landscape. It is conceivable that the food delivery industry will have 
multiple public players given the TAM available, so with that being said we don’t expect VC to dry up completely. 

Data Source: CB Insights, Company Filings, Crunch Base, Hedgeye.   

$0

$200

$400

$600

$800

$1,000

$1,200

$1,400

$1,600

$1,800

$2,000

0

10

20

30

40

50

60

70

80

90

1Q12 2Q12 3Q12 4Q12 1Q13 2Q13 3Q13 4Q13 1Q14 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 4Q15 1Q16 2Q16 3Q16 4Q16

$
's

 i
n

 M
ill

io
n

s 

N
u

m
b

e
r 

o
f 

D
e

a
ls

 

Disclosed Funding ($mm) Number of Deals



HEDGEYE  17 

MCD UNITED STATES SRS 

DATA SOURCE: COMPANY FILINGS, CONSENSUS METRIX, HEDGEYE. 
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EAT (CHILI’S) SAME STORE SALES 

DATA SOURCE: COMPANY FILINGS, CONSENSUS METRIX, HEDGEYE. 
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SBUX AMERICAS SSS 

DATA SOURCE: COMPANY FILINGS, CONSENSUS METRIX, HEDGEYE. 
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DIN (APPLEBEE’S) SYSTEM-WIDE SSS 

DATA SOURCE: COMPANY FILINGS, CONSENSUS METRIX, HEDGEYE. 
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PNRA COMPANY-OWNED SSS 

SOLID AND TRENDING UPWARDS 
Company-owned same-store sales have remained in the green and have maintained somewhat constant, despite the difficulties 
facing the fast-casual environment.  

Data Source: Company Filings, Consensus Metrix.  
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QUESTION: HOW MUCH DO YOU LIKE TO EAT AT PANERA? 

PEOPLE SAYING “I LOVE IT” ACCELERATING 

• You can see the positive 
affects of Panera 2.0 in the 
survey results. 

• People saying “I love it” 
have increased from 8% in 
4Q15 to 17% in 4Q16. 

• In addition, people saying 
“I love it” overtook people 
saying “I don’t like it” for 
the first time since 3Q14. 

• Noticeably, although up 
since 2012, people saying 
“I don’t like it” is flat from 
4Q15 to 4Q16 at 14%. 

 

 

Data Source: CivicScience, Results Filtered by U.S. Adults 18+ and Weighted by U.S. Adults. Responses: 81,734.  
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 U.S. EARNINGS NEWS 
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 EARNINGS SEASON 
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 10-YEAR GOVERNMENT BOND YIELDS 



3MO 

4/11/2014   THE MACRO SHOW  

January 26, 2017 

 WHERE IS CONSENSUS? 
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 VOLATILITY 
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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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