


HEDGEYE  2 

DISCLAIMER 
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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, 
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for the validity or authenticity of the information upon which it has relied.  
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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%. 



1 
2 
3 

#CONSESUS 

EUROZONE 

FUND FLOWS 



#CONSESUS 
As we highlighted on The Macro Show yesterday, the CFTC net futures and options 
positioning in the S&P was already long 58K contracts moving into this week, or +1.68x 
on a TTM z-score basis (and that’s positioning through last Tuesday). With the low 
volume melt-up moves from Fri-Tues (S&P +2.6%) , expect an even longer consensus 
position at the end of this week. Go ahead and buy all time-highs on peak cycle forward 
multiples (and that’s assuming the consensus expectation for a major corporate profit 
turnaround) in a crowded long position, but we’re going to sit it out.   



EUROZONE 
Industrial Production fell -1.2% in MAY Y/Y (vs +1.4% prior) and slowed to +0.5% M/M 
(vs 2.2% prior). While a stale data point in terms of where we are in the calendar, IP 
confirms our ongoing #EuropeSlowing macro theme.  We believe there’s downside risk 
in the euro alongside a host of nations considering “exit” (see our Q3 Macro Theme of 
#EuropeImploding). Tune in to the Bank of England’s interest rate decision tomorrow 
morning as another barometer of where growth and inflation projections across the 
continent stand (hint: to the downside). 



FUND FLOWS 
YTD stock ETF flows are -$31.6 billion redemption, which would be the 
worst year on record for the category through the beginning of our data 
set which starts in 2013. On the active management side, it’s worse - 
active equity mutual funds have lost over twice as much with 
withdrawals now totaling -$72.8 billion in 2016 – everyone is long 
equity beta through automated asset allocations – scary stuff!  



HEALTHCARE 

TOM TOBIN 
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HEALTHCARE THEMES 
JULY 14TH, 2016 AT 11:00 AM ET  



HEDGEYE  11 

HEALTHCARE THEMES 

#LATECYCLE 
• The ACA likely steepened what is typically a late cycle 

recovery in medical consumption. Medical consumption 
trends are slow to develop and can often be confused 
as defensive. Its different this time…a steeper drop. 

DEMOGRAPHIC DEFLATION 
• Commercially insured working population continues to 

slow.  The Commercially Insured US Medical Consumer 
has the highest revenue and margins. 

• Medicare beneficiaries are growing but CMS policy will 
need to reduce real per beneficiary spending. 

REGULATION / #ACATAPER 
• New enrollees from exchanges and Medicaid expansion 

was a one-time stimulus to the medical economy. 
• ACA reforms will continue to put pressure on healthcare 

inflation. 

1 

2 

3 

DEMOGRAPHICS 
Aging Population, 
Medicare Mix Shift, 

More w/Less, 
Incidence 

REGULATORY 

ACA / HDHP / CCJR 
Technology 

Transparency 

#ACATaper  

Pent-Up Demand 
High Acuity 

Normalization 

LATE CYCLE 
Healthcare is late 
to slow, and late 
to reaccelerate. 

 

HEALTHCARE 
DEFLATION 
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HEALTHCARE POSITION MONITOR 

DATA SOURCE: FACTSET 

Sentiment Investment Ideas - Longs Trade Trend Tail Sentiment Investment Ideas - Shorts Trade Trend Tail

Score1
LONG Score1

SHORT

6 ATHN athenahealth, Inc. ---   81 HOLX Hologic, Inc.   
41 ILMN Illumina, Inc. ---   59 AHS AMN Healthcare Services, Inc. ---  

53 ZBH Zimmer Biomet Holdings, Inc. ---  
33 MD MEDNAX, Inc.   

17 MDRX Allscripts Healthcare Solutions, Inc.   

Sentiment Long Bench Sentiment Short Bench

Score1
LONG Score1

SHORT

6 EXAS Exact Sciences Corporation --- --- --- 97 WOOF VCA Inc. --- --- ---
56 EVH Evolent Health Inc Class A --- --- --- 79 LH Laboratory Corporation of America Holdings --- --- ---
72 CSLT Castlight Health, Inc. Class B --- --- --- 71 ICLR ICON Plc --- --- ---
89 CERN Cerner Corporation --- --- --- 62 DVA DaVita HealthCare Partners Inc. --- --- ---

53 CRL Charles River Laboratories International, Inc. --- --- ---
44 MDSO Medidata Solutions, Inc. --- --- ---
41 HCA HCA Holdings, Inc. --- --- ---
36 LPNT LifePoint Health, Inc. --- --- ---
24 PRXL PAREXEL International Corporation --- --- ---
22 QSII Quality Systems, Inc. --- --- ---
18 Q Quintiles Transnational Holdings, Inc. --- --- ---
5 DGX Quest Diagnostics Incorporated --- --- ---
1 CYH Community Health Systems, Inc. --- --- ---
1 CPSI Computer Programs and Systems, Inc. --- --- ---

1Percentile rank within sub-sector ( 1 = High Short Interest, Negative Sell Side  / 100 = Low Short Interest, Positive Sell Side) Bench = Timing is not right, or research in progress.



#ACATAPER 
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT 
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LONG HISTORY OF EXCESS 

400% HIGHER AFTER 50 YEARS  
Healthcare inflation has exceeded broader market 
inflation for over 50 years with the cumulative 
increase now 400% higher. 

HEALTHCARE  DISINFLATION 
4 of the 6 years where Healthcare inflation has been 
lower than the broader market have occurred since 
2008. 

DATA SOURCE: BEA 
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PREMIUM GROWTH EXCESSIVE 

Excess inflation is paid for in large part by accelerating premiums. Aging accounts for a very small part of these 
dramatic increases. 
DATA SOURCE: KAISER/HRET SURVEY OF EMPLOYEE-SPONSORED HEALTH BENEFITS, 2004-2014 

EMPLOYEES PAY FOR EXCESS INFLATION 
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INSURANCE VS MAJOR EXPENSES 

Annual employee 
contribution to 
annual premium 
has grown to 
almost 10% of 
Household 
Income.  Food 
makes up 12%, 
while shelter 18%.   
 
How much higher 
can in it go? 

DATA SOURCE: KAISER FAMILY FOUNDATION, ST. LOUIS FEDERAL RESERVE AND HRM ESTIMATES 
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DIFFICULT PAYING MEDICAL BILLS 

DATA SOURCE: CDC 
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INSURED POPULATION GROWTH 

DATA SOURCE: FACTSET, BLS, U.S. CENSUS, CMS, AND KAISER 
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S&P 500 Healthcare EV/EBITDA NTM Growth in the Insured Population (2-yr Average)

Correlation = 0.87 
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25+ MILLION NEWLY INSURED 

DATA SOURCE: CMS, KAISER AND BLS 
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#ACATAPER WELL ADVERTISED... 
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UNINSURED RATE ALL-TIME LOW 
SHARP DECLINE IN HOSPITAL BAD DEBT EXPENSE 

DATA SOURCE: COMPANY FILINGS , CMS AND U.S. CENSUS 
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UTILIZATION AND EMPLOYMENT 
INCREASE IN HIRING TO MEET DEMAND 

DATA SOURCE: BLS AND COMPANY FILINGS 

Correlation = 0.73 
Correlation = 0.82 
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HEALTHCARE JOB OPENINGS (JOLTS) 

We have observed similar patterns across multiple metrics tied to medical consumption, enrollment, and 
employment suggesting that the Healthcare Economy is extended. 

HEALTHCARE JOB OPENINGS EXTENDED... 

DATA SOURCE: BLS 
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HEALTHCARE JOB OPENINGS (JOLTS) 

After peaking in December 2014, Healthcare Job Openings posted the slowest growth in approximately 2-years.  
We expect growth to slow further as we comp out of stimulus. 

HEALTHCARE JOB OPENINGS SLOWING... 

DATA SOURCE: BLS 
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HEALTHCARE EMPLOYMENT GAINS 

DATA SOURCE: BLS, NBER 
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LEVERAGE AT 15-YEAR HIGH 

DATA SOURCE: FACTSET 
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 HEDGEYE MACRO PROCESS: RATE OF CHANGE 
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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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