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SECTORS UST 10YR YIELDOVERSOLD



1 OVERSOLD

While we haven’t had many immediate-term 
TRADE #oversold signals within glaringly Bearish 
@Hedgeye TRENDs, we registered plenty of 
them into yesterday’s U.S. stock market close. The 
NASDAQ (down -16.7% since AUG) and SPX 
(down -13.1% since SEP) both registered oversold 
signals inasmuch as WTI Crude Oil is signaling 
oversold at the low-end of the @Hedgeye Risk 
Range this morning as well.



2 SECTORS

Since they finally just dumped everything into the 
bell yesterday (including the winning Sector Styles 
during Quad 4 like Utes, REITS, and Staples), 
that’s where we would be a buyer this morning –
not in our Top 3 Sector Shorts (which are the 
worst performing Sectors in Q418) as the bounces 
will continue to be sold in Tech (XLK), Energy 
(XLE), and Industrials (XLI).



3 UST 10YR YIELD

That’s one big thing that isn’t yet signaling 
immediate-term TRADE #oversold, but it’s down 
another -3bps this morning and -24bps in the last 
month alone to 2.83% with the low-end of the 
@Hedgeye Risk Range at 2.79% ahead of a Fed 
rate hike that should be a Dovish Hike, but how 
dovish can Powell get without looking politicized? 
We’re at full employment with #accelerating Wage 
Inflation, don’t forget.



Alec Richards
Energy
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HEDGEYE ENERGY IDEA LIST

HEDGEYE ENERGY POSITION MONITOR

BEST IDEAS - LONG BEST IDEAS - SHORT

Active Longs Active Shorts

RRC Range Resources Corp. TGE Tallgrass Energy LP

CNQ Canadian Natural Resources AMGP Antero Midstream GP LP

AR Antero Resources Corp. TUSK Mammoth Energy Services

VPK-NL Royal Vopak N.V. GEL Genesis Energy

MIC Macquarie Infrastructure

Long Bench or Bias Short Bench or Bias

ET Energy Transfer LP AM Antero Midstream Partners LP
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RRC: NATURAL GAS INVENTORIES 

BULLISH NEAR TERM FUNDAMENTALS
Natural gas storage inventories are ~20% lower than the 5yr average. The last time inventories were this low was pre-shale. Near
term price support has been overshadowed by the consensus supply story. 
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RRC: NATURAL GAS FUTURES

POSITIVE NEAR TERM PRICING; 2020+ = $2.50
Despite massive inventory deficiency 2020 natural gas strip pricing hovering around $2.50. 
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RRC: YTD PERFORMANCE

NO FOLLOW THROUGH OF COMMODITY STRENGTH TO EXPOSED EQUITIES. 
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RRC: BEST IN CLASS RECYCLE RATIO

TOP QUINTILE OPERATOR
On a trailing 3-year basis, RRC is one of only 10 companies of the 60 we analyzed with an organic Recycle Ratio in excess of 1.5x. 
This metric is a proxy for ROIC and it looks only at changes in Proved Developed reserves as it more properly reflects the returns 
generated on capital employed. 

Sources: Company Filings
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RRC: DRILL BIT F&D COST ($/MCFE)

RRC IS EFFICIENT WITH THE DRILL BIT
Range resources is extremely efficient with the drill bit. Trailing 3-year F&D cost is best in class which is largely a function of rock 
quality. Other premium operators trade a significant premium to RRC. 

Sources: Company Filings
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RRC: FULL-CYCLE COSTS ($/MCFE)

FEW SHALE E&PS MAKE MONEY ON A FULL-CYCLE BASIS
Full-cycle costs = cash opex + interest expense + F&D. 

Sources: Company Filings
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AR/AMGP: ANTERO’S MODEL SIMPLIFIED

AR IS A MEDIUM TO TRANSFER VALUE TO AMGP & INSIDERS.
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OLD FORMAT = $800/SQUARE FT NEW FORMAT = $1,300 SQ FT

AR/AMGP: AM WINS AT AR’S EXPENSE

AR’S GPC&T EXPENSE PER UNIT JUMPED
AM’s IPO in November of 2014 contributed to AR’s Gathering, 
Processing, Compression & Transportation expense 
increasing ~65% from 2012 to 2017. 

AND AM BENEFITTED
AM earns best in class ROIC at the E&P’s expense.
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TGE: ACCRETIVE GROWTH?

TGE’S GROWTH PROJECTS ARE NOT ACCRETIVE
TGE needs to recontract its core assets: Pony Express and Rockies Express. Or it needs to find accretive growth to fund its 
distribution. Growth project economics don’t add up. 

Sources: Company Filings/Materials; Hedgeye Estimates
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WCS & SYNCRUDE DIFFERENTIAL AS A % OF WTI

CNQ: DIFFERENTIAL BLOWOUT

WCS is a lower quality grade
than Syncrude. The WCS-
SCO discount is a proxy for
the “Quality” differential.

SCO’s quality is nearly
equivalent to WTI; SCO-WTI
trade near parity when
transportation is
unconstrained. The SCO-
WTI discount is a proxy for
the “Transportation”
differential.

Current quality differentials
are in line with historical
averages while the
“transportation” differential
was at its highest point in ~7
years.

Source: Bloomberg Professional
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CNQ: W. CANADA PIPELINE SUPPLY / DEMAND PICTURE IS UGLY…

…BUT ISSUES SUBSIDE WITH EITHER TMX/KXL OR CONTAINED GROWTH 
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CNQ: EXPOSURE TO WCS

CNQ HIGH NOMINAL EXPOSURE, LOW NET EXPOSURE
CNQ’s high nominal exposure is to be expected as the company is the largest oil & gas producer in Canada. Low net exposure is a 
reflection of a diversified asset base, committed pipeline capacity, and upgrading operations. 
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CNQ: CNQ VS. SPY

CNQ COMPLETING CAPEX CYCLE – FCF YIELD ~10% AT STRIP PRICING
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TUSK: PREPA REVENUE

CASH BURN AVERAGING $1-$2MM PER WEEK
Contract recognition has slowed tremendously since the early recovery efforts in Puerto Rico

 $-

 $200

 $400

 $600

 $800

 $1,000

 $1,200

 $1,400

-$4

-$2

$0

$2

$4

$6

$8

$10

$MM Billed to PREPA (r-axis) Cash Burn / Day (MM$)

Source: emma.msrb.org



MACRO GRIND



The Macro Show

© Hedgeye Risk Management LLC

About That Transition To A Consumer Driven Economy… 
December 18, 2018

DATA SOURCE: Bloomberg 24
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NAHB Housing Market Index  
December 18, 2018

DATA SOURCE: Bloomberg, NAHB 25
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HMI: 2-Month Change
December 18, 2018

DATA SOURCE: Bloomberg, NAHB 26
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Hedgeye Macro GIP Model Signals
December 18, 2018

DATA SOURCE: BLOOMBERG. BIS, World Bank, IMF, Intellectual Property of Hedgeye 28
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Q: Why Are We Talking About Style Factor Returns in 
Quad 4? December 18, 2018

DATA SOURCE: BLOOMBERG. Trailing 20 Years 29
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U.S. Index Revenue & Earnings Comps 
December 18, 2018

DATA SOURCE: BLOOMBERG 30
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U.S. Index Revenue & Earnings Comps 
December 18, 2018

DATA SOURCE: BLOOMBERG 31
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Sector Performance 
December 18, 2018

DATA SOURCE: BLOOMBERG, HRM 32
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Sector Relative Performance 
December 18, 2018

DATA SOURCE: BLOOMBERG, HRM 33
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Market Share Volume & Total Value Traded
December 18, 2018

DATA SOURCE: BLOOMBERG, HEDGEYE 34
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Style Factor Performance 
December 18, 2018

DATA SOURCE: BLOOMBERG, HEDGEYE 35
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Rates & Spreads
December 18, 2018

DATA SOURCE: BLOOMBERG, HEDGEYE 36
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Key $USD Correlations
December 18, 2018

DATA SOURCE: BLOOMBERG, HEDGEYE 37
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CFTC 
Non-Commercial
Net Long 
Positioning 

December 18, 2018

DATA SOURCE: BLOOMBERG 38
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Euro-Area Economic Data    
December 18, 2018

DATA SOURCE: Bloomberg 39
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Volatility
December 18, 2018

DATA SOURCE: CBOE, CME, BLOOMBERG 40
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U.S. Equities: Returns 
December 18, 2018

DATA SOURCE: BLOOMBERG 41
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U.S. Equities: Returns 
December 18, 2018

DATA SOURCE: BLOOMBERG 42
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U.S. Market Style Factor Performance (Total Return %)
December 18, 2018

DATA SOURCE: BLOOMBERG 43
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