


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.



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

HEDGEYE ASSET ALLOCATION

CASH

3/2/2017 pwras;

U.S.

EQUITIES EQUITIES

21

INT'L

14

COMMODITIES

13

FOREIGN
EXCHANGE

23

FIXED
INCOME

3/3/2017 gawas

23

15

13

24

CASH

3/2/2017 gPAEkE

U.S.

EQUITIES EQUITIES

INT'L

COMMODITIES

FOREIGN
EXCHANGE

FIXED
INCOME

CTCTPiOVE 25%

70%

45%

39%

73%

The maximum preferred exposure for cash is 100%. The maximum preferred exposure for each of the other asset classes is 33%.

March 3, 2017

HEDGEYE

THE MACRO SHOW

TV



HEDGEYE ASSET ALLOCATION
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The U.S. Dollar experienced a nice ramp this week to immediate-term
TRADE overbought within its bullish intermediate-term TREND. That's
4 straight up weeks for #StrongDollar and we think consensus is
finally starting to realize what Dollar Up, Rates Up, Stocks Up means
for the U.S. economy (Quad?2). It is a good day to buy Pounds and
Canadian Dollars on oversold signals.




REFLATION

The old inverse correlation impact starting to wear on both
Commodities in the aggregate (CRB Index down another -1.3%
yesterday) and Oil/Energy exposures like Russia (RTSI) which just
broke intermediate-term TREND support of 1015 this morning. Stay
tuned on this one as our “Reflation’s Peak” Macro Theme has inflation
peaking in Q1.



RUSSELL 2000

If reflation peaks in Q1 (in rate of change terms), what happens is we
go from Quad2 to Quadl (real growth accelerating as reflation
decelerates) — that's been our call all along (going to Quad1 in the
back half of 2017) and when/how the market prices that in is up the Mr.
Market, but Quad1 is very bullish for the Financials, Tech, and the

Russell.



MACRO GRIND



DEAD DOVE WALKING



REUTERS/JEFFERIES CRB INDEX

. B ; ® StockCharts.com
2-Mar2017 Open 120.20 High 190.29 Low 12868 Close 12281 Chg -2.46 (-1.28%) v

— $CRE (Daily) 188.81
il olurne undef

12 10 26 Oct 10 17 24 How7 14 21 Dec 12 10 2620179 17 23 Febs 13 21 Mar

March 3, 2017 HEDGEYE

THE MACRO SHOW TV




RUSSIAN TRADING SYSTEM INDEX
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EURO STOXX 50 INDEX
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SHANGHAI STOCK EXCHANGE COMP

$SSEC Shanghai Stock Exchange Composite Index ® StockCharts.com
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EARNINGS SEASON

Q4 2016 QTD
SECTOR SALES GROWTH (% CHG) _ #REPORTED
S&P 500 (Aggregate) 4.9% ‘ 6.4% 486 / 498
Energy 3.2% ~ -9.0% 34 / 34
Materials 4.0% 2.0% 25 | 25
Industrials 2.4% -5.4% 67 /| 67
. Consumer Discretionary 7.9% 4.3% 73 | 80
Consumer Staples 2.6% 4.5% 36 / 37
Healthcare 5.1% 4.3% 58 / 60
Financials 5.7% 6.6% 64 / 64
. Information Technology 7.1% 11.6% 65 / 66
Telecom -1.7% 0.5% B /] 95
Utilities 9.2% 114.5% 28 / 28
Real Estate 3.6% 11.4% 30 / 30

Source: BBG
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REALIZED VOLATILITY IMPLIED VOLATILTY* IMPLIED** VS. REALIZED VOLATILITY
30 Day 60 Day 3 Month
Duration of Realized (%) At-The-Money % Z-Score Z-Score Z-Score
Index/Security Ticker 30D 60D 20D Current | v 1M Avg K\?QM ;VS'QM Ticker Premium TT™ 3Yr Premium ™ 3Yr Premium | TTM 3Yr
S&P 500 SPX 6.7% 7.5% 7.9% 10.6% 1.1% 53% -7.5% SPX 50.6% 0.90 140 64.0% 1.96 242 58.2% 2.26 233
Russell 2000 RTY 14.1% 4.4% 15.6% 16.6% 55% 1.8% -2.2% RTY 19.4% 0.72 0.66 204% 112 0.75 18.4% 1.27 0.63
MNasdag 100 NDX 6.4% 7.8% 10.7% 1.9% 5.8% 57% -13.4% NDX 73.8% 173 2.4 62.4% 243 2.86 325% 131 139
gSD Index uup 5.9% 7.8% 7.4% 7.6% -9.4% -143% -10.5% uup 293% 0.73 0.55 15% -0.62 -0.64 17.9% 0.32 017
SNsumer
Discret. XLY 74% 9.4% 10.2% 1.8% 3.8% -53% -11.9% XLY 55.5% 125 178 29.9% 0.88 114 294% 1.10 123
Financials XLF 4.6% 4.6% 17.1% 16.7% 45% -2.9% -3.8% XLF 19.6% 037 0.51 17.8% 0.60 0.61 7.6% 0.62 0.16
Healthcare XLV 9.6% 9.5% 13.1% 12.8% 7.4% -34% -103% XLV 33.1% 0.94 124 37.5% 1.90 2.01 3.6% 0.12 0.06
(T:echnol ogy XLK 7.3% 8.8% N.2% 1.9% 4.6% -5.6% -11.8% XLK 54.0% 1.31 1.85 40.5% 1.1 1.82 21.1% 0.95 0.84
onsumer
Staples XLP 7.7% 8.6% 10.6% 10.6% 8.2% -2.0% -8.9% XLP 35.2% 126 123 27.2% 1.63 139 9.7% 043 0.20
Utilities XLU 127% 12.4% 16.6% 14.0% 5.2% -5.8% -11.8% XLu 12.0% 0.78 0.86 13.8% 1.60 143 -12.1% -0.94 -0.88
Energy XLE 15.2% 134% 17.0% 183% 9.7% 4.7% -4.8% XLE 219% 0.89 0.78 37.7% an 1.96 1.9 1.51 0.50
Energy XOP 22.9% 20.7% 30.5% 28.9% 7.5% 2.0% -7.9% XOoP 263% 0.95 114 40.8% 3.40 259 -2.8% 0.62 -0.06
Materials XLB 12.3% 1.2% 1.2% 135% 0.9% -17% -9.8% XLB 14% 0.03 0.09 233% 0.89 0.75 30.6% 1.68 119
Industrials XLl 9.8% 10.0% 1% 12.9% 63% -0.7% -5.7% XL 333% 0.70 1.03 324% 1.29 137 25.8% 1.63 119
Transports YT 14.9% 14.3% 14.2% 17 7% 5.2% 2.3% 0.3% YT 168.2% 0.09 0.32 25.0% 0.68 0.95 29.5% 115 137
WTI Crude Qil uso 16.9% 21.8% 31.0% 245% -6.2% -15.6% -27.6% uso -6.2% 1.62 149 MI% 1.27 0.42 -14.9% -0.658 -0.97
Natural Gas UNG 40.4% 50.6% 50.2% 40.7% -16% -13% -8.9% UNG 11% -0.06 -0.28 -20.0% 1.30 1.04 -203% -1.44 -1.00
Gold GLD 9.5% 1.0% 123% 12.8% -2.9% -9.2% -11.9% GLD 38.2% 1.86 150 217% 136 0.93 17.2% 1.18 0.73
Silver SLV 13.5% 18.5% 21.1% 203% -33% -115% -14.8% SLV 47.1% 3.03 1156 133% 1.04 0.02 45% -0.16 -0.43
Copper JJC 267% 26.0% 26.2% 219% -6.5% -164% -12.6% Jic -66% -0.35 -0.45 -15.5% 07N -0.92 -15.9% -0.85 110
Corn CORN | 156% 15.5% 16.2% 17.8% -1.2% 13% -5.2% CORN 16.7% 0.09 -0.17 253% 0.58 0.32 36.8% 0.83 0.82
Soybeans sSOYB 14.3% 16.4% 15.7% 17.2% 1218 -213% -19.3% SOYB 88.8% 147 0.78 50.6% o1 0.16 106.4% 0.64 1.02
Wheat WEAT | 207% 19.3% 19.0% 21.8% -27.6% -295% -25.0% | WEAT 5.4% -0.86 -0.66 13.6% -0.92 -0.62 17.6% 1.07 -0.43

‘implied volatility on at-the-money front month contracis

“implied velatility of ai-the-money options expiring in the given duration vs. redlized volatility over the given durgtion
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HEDGEYE SECTOR PERFORMANCE

1-Day % MTD %% YTD %%

SECTOR Ticker  Price Chg Chg Chg

Consumer Discretionary XLY 587.13 -0.24% 0.88%  7.04%
Financial Select Sector XLF $24.85 -1.55% 1.26% 6.88%
Health Care Select Sector XLV  575.50 -0.32% 0.68% 9.52%
Technology Select Sector XLK 552.74 -0.66% 0.74% 9.06%
Consumer Staples Select Sector XLP  555.35 -0.02% N % 0 T
Industrial Select Sector XLI 566.25 -1.08% 0.59% 6.48%
Materials Select Sector XLB 552.70 -1.07% 0D.86% 6.04%
The Energy Select Sector XLE 572.12 -0.95% 1.04% -4.25%
Utilities Select Sector XLU 551.68 0.72% -0.17% 6.40%
S&P 500 sPX  2,381.92 -0.59% 0.77% 6.39%
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HEDGEYE SECTOR RELATIVE PERFORMANCE

1-Day % MTD 2% ¥YTD %

Ticker Price Chg Chg Chg
Consumer Discretionary XLY 587.13 0.35% 0.11%
Financial Select Sector XLF 524.85 -0.96% 0.49%
Health Care Select Sector XLV 575.50 0.27% -0.09%
Technology Select Sector XLK 552.74 -0.07% -0.03%
Consumer Staples Select Sector XLP  555.35 0.57% -0.32%
Industrial Select Sector XLI 566.25 -0.49% -0.18%
Materials Select Sector XLB  552.70 -0.48% 0.09%

The Energy Select Sector XLE §$72.12 -0.36% 0.26%
Utilities Select Sector XLU 551.68 1.31% -0.95%
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HEDGEYE STYLE FACTOR PERFORMANCE

1D 1W 1M JM 6M YID
FACTOR % Chg ¥ Chg % Chg Ya Ch : :
High Debt EV 0.8% 0.1% 0%
Low DebtEV
High Short Interest A0.7% 0.3% 1.6% 2.8% 33% 2.6%
Low Short Intersst
High Beta
Low Beta
High Yield
Low Yield
LACAP Bottom 23% A0.7% 0.4% 1.8% 1.7% 1.6% 1.9%
MCAP Top 23%
Top 23% 3ales Growth
Bottom 23%: Salsz Growth
Top 23% EPS Growth
Bottom 23% EPS Growth

De bt

51

YIELD | BETA

MKT
CcAP

EFS | sales

#\ean Performance of Top Ouartile vs. Botiom Quarfile, S&PI00 Companies
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HEDGEYE RATES & SPREADS

1D 5D 1M M vs. 52-Wk, Bps ¥s. ¥s.
Price BpsChg BpsChg BpsChg BpszChg | High Low Y Ave 5Y Ave

i T-Eilt 0.66% 4.1 158 16 20 4 20 51 54
iM LIBOR. 1.00% 0.0 39 5 15 0 47 62 68
2Y T-Note 1.31% 2. 16.6 10 21 13 a1 i 6l 77
5Y T-Note 2.02% 2.8 21.1 9 19 1 10 112 1 50 70
10Y T-Note 2.48% 15 16.6 0 9 -16 116 13 M
SO0V T-Note 3.07% 12.... 122 L 1 4 T 1S S
2Y-107 Spread, Bps 117 0.1 0.1 -10.0 12 13 s 18 43
IG SPREAD (AAABEE)  L49% 0.0 3.0 -3 LI R ¥ 4 20 26
HIGH YIELD 5.74% 1.7 -18.0 -4 98 | -248 10 80 82
7Y BREAKEVEN 2.01% -1.2 0.7 4.6 238 | 60 763 456 29.1

........................................................
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CFTC NON-COMMERCIAL NET LONG POSITIONING

: L-Score

METRIC Latest W/WChg  3IM Ave 6AL Ave 1Y Ave 1V 3¥
SPX (Index + E-mim) 17,524 (3.421) (6,507) 31,461 22,636 005X 047X
Fussell 2000 (mini) 38,045 (12,964) 65,173 38,100 1,161 0. 78X 1.70X
107 Treasury 2154,603) 63,328  (308387) (123,106) (59:36?}5 135X -1L97X
CRUDE OIL 386,229 28,639 300,060 437421 394935 243X 304X
GOLD 82464 14 482 63,176 128936 171307 -1}. 6X 024X
COPPER 0406 QA9 SOITL 26169 5140 116X 220X
T ; j""ﬁ. ........................... |: 13} ............... : |}|5.3|} ............... 41195231% i e
JPY (46,657) 303 (60,989) (1.943) 20976 5-1_33}'{' -0.26X
EUR (30,793) (11,601) (66,168)  (86.,953) [?Iﬁ-:]iﬁ}é 077K 081X
GEF (63995)  (1254)  (64110)  (73050) (62.38%) -0.08X  -LOEX
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CFTC NET FUTURES & OPTIONS POSITIONING (TTM Z-SCORE)

-2.44 30-Day Fed Funds
-1.35 10VR ST

-1.33 Yen

-1.20 Gold

-1.13 UST Bonds

0.76 SYRUST

-0.67 WNRxEimEEN
-0 AP BiGasaling
=0.39 Fane
-0.29 Peso
Russell Index + E-Mini 0.29
VR UST 0.92
L5, Dollar 0.97
Sitver 1.02
Aluminum 115
Copper 1.16
Corn 117
Canadian Do Rar 1.35
Crude Oil 2.45
Wheat 3.38

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0
TTM Z-5core
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CFTC NET FUTURES & OPTIONS POSITIONING (3YR Z2-SCORE)

-1.83 1R UST |
-1.46 30-Day Fed Funds |
-1.13 5¥YR UST |
-1,06 UST Bonds |
-0.83 Pound |
«0.72 Yen |
-0.58 Frane |
kD ¥P Gasdine |
-0.36 'Peso |
sk Index |
Com 1.28

Silver 137

ULSD Heating Of | 141

Matural Gas 148

Russell Index + E-Mini | 1.48

Canadian Dollar | 158
Aluminum | 1.77
Copper | 1.83
Wheat | 2.03
Crude Ol | 2.0

-3.0 -2.0 -1.0 0.0 1.0 2.0 3.0 4.0
3YR Z-Score
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MARKET SHARE VOLUME & TOTAL VALUE TRADED

INDEX/SECURITY . VOLURAE: (3/2) vs.

( rior Day \§ /7 1M Ave 3M ave 1Y Ave
Tntal Marketvnlume* . -11%48 5% 33%
Total Exchange evolume™ i N % 5%

*Total Market Volume =Total US exchange volume plus OTC and OTCBB trading volume for all security
types. Calculated by Bloomberg.

**Tape A+B+C volume =total US exchange volume
*** Total Traded Value for Russell 3000 (total mkt proxy)

Source: Bloomberg, Hedgeye
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KEY SUSD CORRELATIONS

52-Wk Kolling 30D Correlation
METRIC 15D J0D 0D 120D 180D : Hizh Low | % TimePos % Time Nag |
SPX 0.68 0.51 0.68 0,95 -0.87 ©  43% 33%
BRENT il 023 024 0.55 0.61 077 -0.78 48% 52%
CRE Index 0.32 0.61 0.83 -0.86 27% 73%
GOLD 0.03

*Days = Trading Days
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