


HEDGEYE  2 

DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
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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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prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  

LEGAL 

http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/


3MO 

4/11/2014   THE MACRO SHOW  

January 23, 2017 

 HEDGEYE ASSET ALLOCATION  



3MO 

4/11/2014   THE MACRO SHOW  

January 23, 2017 

0%

10%

20%

30%

40%

50%

60%

70%

80%

CASH U.S.
EQUITIES

INT'L
EQUITIES

COMMODITIES FOREIGN
EXCHANGE

FIXED INCOME

27% 

64% 

48% 

30% 

79% 

0% 

 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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USD  
The USD weaker this morning, especially vs. the Yen (so 
Nikkei corrected -1.3% on that) but we are still a buyer of 
both U.S. Dollars and Quad2 #GrowthAccelerating 
exposures on pullbacks with accelerations in both U.S. 
GDP and Durable Goods as the next catalyst. 



GOLD  
With a 90-day inverse correlation of -0.95 to USD (it’s -
0.95 on a 15-day too), it doesn’t take a rocket scientist to 
understand why Gold is having an up day on Down Dollar. 
We would continue to fade that with the top-end of our 
Gold risk range at $1219-1222/oz. 



POUND 
We’ve been bullish on the Pound, but from a bombed out 
price ($1.20-1.21 vs USD); on this morning’s +0.7% move 
to $1.24 we would sell some and wait for another ramp in 
USD (selloff in the Pound) to buy some of that back. 



FINANCIALS & HOUSING 

JOSH STEINER 
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RATES MATTER FOR FINANCIALS & HOUSING INVESTORS 

These tables show 
the sensitivity of the 
various Financials & 
Housing subsectors 
to the 10-Year 
Treasury yield over 
the past year. We’ve 
highlighted the 8 
housing sectors. 6 of 
the 8 are in the 
bottom quartile for 
rate sensitivity, 
meaning that that 
they are among the 
most inversely 
correlated 
subsectors in the 
group. 

Data Source:  Factset 
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POST-ELECTION PERFORMANCE SNAPSHOT 

For the most part, 
the Housing 
Complex has 
performed as one 
would expect given 
their respective 
sensitivities to rates. 
5 of the 8 Housing 
subsectors were 
among the bottom 
third of performance.  

Data Source:  Factset 
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TEASING OUT PREDICTED VS ACTUAL PERFORMANCE 

This chart shows the 
correlation to rates 
on the x-axis and the 
post-election price 
performance on the 
y-axis. Groups 
trading to the left of 
the zero line are 
those negatively 
exposed to rates, 
and vice versa. 
Groups trading 
above the 
regression line are 
overbought while 
those below are 
underbought. 

Data Source:  Factset 
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A RATE CASE STUDY: HOMEBUILDERS 

Not surprisingly, 
homebuilders hate rate 
hikes, and the strong 
negative slope (RSQ 0.85) 
to increases in the 10Yr Tsy 
show just how sensitive 
they are. The good news is 
that small increases in rates 
have historically produced 
small decreases in share 
prices. 

Data Source:  Factset, Hedgeye Calculations 
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A RATE CASE STUDY: TITLE INSURANCE 

Title insurers also 
underperform amid rising 
rates, but like building 
products companies they 
do so in a non-linear, low-
RSQ way.  

Data Source:  Factset, Hedgeye Calculations 
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 EARNINGS SEASON 
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 VOLATILITY: IMPLIED VS REALIZED 
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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 



3MO 

4/11/2014   THE MACRO SHOW  

January 23, 2017 

 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 KEY $USD CORRELATIONS 
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 OTHER KEY METRICS 
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