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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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USD  
The USD remains resilient in the 99-101 zone for the U.S. Dollar Index 
where we think it should consolidate until we get clarity on Friday’s big 
USA economic data (GDP and Durable Goods #GrowthAccelerating). 
Euros and Yens are selling off -0.5-0.6% this morning vs. USD and 
both of those currencies remain bearish TRENDs @Hedgeye.  



TECH  
Another day of relative and absolute gains for Tech (XLK) yesterday 
vs. Beta (SPY) with the XLK closing +0.2% to +3.2% YTD with an early 
lead on the Sector Style leaderboard for 2017. We remain bullish on 
the Nasdaq and QQQ but from a price – we just wish we had a real 
correction day like we did in both NOV and DEC.  



VIX 
Realized volatility continues to get smashed (30-day realized volatility 
for the S&P 500 = 6.6%!) but implied volatility premiums remain high 
as consensus continues to position for a correction in SPY that has not 
come for 2 months (30-day implied volatility premium for S&P 500 = 
+29%!). The front month VIX risk range is 10.67-13.16. 
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GAMING/LODGING/LEISURE 
BIG PICTURE UPDATE – 1/24/2017 MACRO SHOW 
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GAMING | SINCE THE ELECTION 

MACAU 
• Union Pay scandal has caused some multiple compression, 

especially Mass heavy operators (LVS and 27.HK) – but likely not 
enough to compensate for the added risk 

• Fundamentals continue to improve in Macau but valuations may 
not account for elevated risk. 

• Risk reward indicates staying on the sidelines in Macau 

• Very early for us to know of Trump’s potential impact on Macau, 
but his views towards China are somewhat disconcerting  

REGIONALS +THE STRIP + LV LOCALS 
• Direct beneficiary corporate tax reform and economic growth 

• Long term demographic call is bearish. Regional casinos have not 
yet evolved in way that gets Gen-X/Millennials excited about slots 

• Near term – macro and sentiment can really move the stocks and 
to a lesser extent, the fundamentals. (this is the current set-up)  

• LV Locals is a different story – pop growth and retirees offset 
other demographic issues. When macro is good, this market 
deserves a premium (Now) 

• Strip (MGM) faces bad demographics but non-gaming more 
important   

STOCKS vs. FUNDAMENTALS 

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

TRUMP = ADDED BOOST TO CONSUMER SENTIMENT  

MATURE GAMING MARKETS FOR TRUMP 2012 ELECTION 

2016 ELECTION 

DATA SOURCE: 270TOWIN.COM  

STATE 2016 
VOTE

FLIPPED

IA TRUMP YES
IL CLINTON NO
IN TRUMP NO
MO TRUMP YES
PA TRUMP YES
MI TRUMP YES
KS TRUMP NO
MD CLINTON NO
OH TRUMP YES
LA TRUMP NO

REGIONAL MARKETS
THAT FLIPPED IN 2016

50%
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LODGING | SINCE THE ELECTION 

C-CORPs 

• Domestic macro environment has improved, but trends have 
not yet caught up with the stocks.   

• RevPAR growth has continued to decelerate since the 
election, with December and 4Q, showing disappointing 
results across the board 

• C-Corps would be direct beneficiary of corporate tax reform 

• Despite renewed cycle optimism, we view a 2017 RevPAR 
deceleration as more than likely 
 

U.S. LODGING REITs 

• Rates up, Lodging REITs up ?  

• No direct benefit from tax reform – they don’t pay taxes 

• Lodging REITs stand to lose the most from deceleration.  
Asset heavy, need >2% RevPAR growth to grow profits  

• Most are exposed to Airbnb and hotel room supply pressures  

• OTAs vs direct bookings = squeezing ADRs for the REITs 

 

STOCKS vs. FUNDAMENTALS 

DATA SOURCE: BLOOMBERG, HEDGEYE  
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CRUISERS | SINCE THE ELECTION 

• CCL has lagged the group since the election, but on 
balance cruise stocks have continued to move 
higher, led by NCLH, which is up ~20% since the 
election 

• Cruisers stand little to gain from a policy standpoint, 
they don’t pay taxes 

• But a renewed consumer confidence could spur 
more demand for cruise itineraries  

• Our pricing data still indicates that the Caribbean is 
performing well during the important Wave season 
– only halfway through Wave 

• But China is likely to disappoint in 2017/2018 

• Zika resurfacing this summer a risk for close in 
bookings 

 

 

 
 

STOCKS vs. FUNDAMENTALS 
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 EARNINGS SEASON 
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 WHERE IS CONSENSUS? 
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 VOLATILITY 
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 HISTORICAL VOLATILITY DASHBOARD 
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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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