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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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TECH & NASDAQ DIVERGENCE   

EURO 

FXE & FXB 



TECH & NASDAQ DIVERGENCE 
The spread in front month At-the-Money implied volatility between XLK 
and SPY is now widest of the year at +3.9 points of volatility. This is 
one sector that has seen a sustained pick-up in volatility and volatility 
expectations (30D realized vol in XLK, QQQs, Nasdaq 100 is +50% 
m/m). This volatility spread has also widened out big time in the 
Nasdaq volatility index relative to the VIX. For context the VXN is in the 
21st percentile of historical observations vs. 1st percentile for the VIX. 



EURO     
The speculative net long futures and options position in the Consensus Currency into 
the ECB announcement is currently +2.8 Standard Deviations on a 1Y basis and +3.01 
Standard Deviations on a 3Y basis.  If you’re not a z-score enthusiast … that’s a red flag 
range. Draghi is concerned about the currency strength, realized gains in the Euro have 
already priced in rhetorical tightening and some measure of tightening in yield 
differentials and we think Eurozone growth and inflation slow in 2H17.  We shorted the 
Euro in RTA yesterday.  



FXE & FXB 
European FX Into Events (FXE, FXB) – The pick-up in implied volatility has come in the 
Pound over the Euro. And in equities, it’s come in the FTSE 100 over anything else. Both the 
Pound and Euro are down small against the USD this morning. As we wrote 
yesterday,  investors continue to expect declining volatility in the Euro which mirrors 
net speculative positioning at its highest point since 2007. Implied volatility has picked up 
a bit from yesterday but you’re still looking at forward implied volatility discounts on 
60D/3Mth/6Mth durations in the Euro. The difference in trending vol relative to expectations in 
the Pound vs. Euro can be eyeballed in the table on the next slide.    
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 VOLATILITY COMPARISON 



BEN RYAN  
Macro  
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TECH’S NEW GROOVE 
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CFTC COT REPORT UPDATE: NET NON-COMMERCIAL 
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XLK Implied Volatility Spread to SPY (ATM Put Implied Vol) 

Spot Implied Volatility Spread %

3Yr Avg.

*NOTE* The Spread compares The 
implied volatility on one security 

DATA SOURCE: BBG, CME 
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THE TECH AND NASDAQ EXPECTATIONS DIVERGENCE 
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GLOBAL VOLATILITY INDICES 
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REFLATION’S ROLLOVER 
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REFLATION IS PAST-PEAK IN BASE EFFECT TERMS 
THE Y/Y GROWTH RATE IN OUR COMMODITY PRICE SAMPLE, WHICH HAS BEEN A GOOD PREDICTOR OF CPI, CLEARLY PEAKS ON A SECOND 
DERIVATIVE BASIS IN Q1 OF 2017 BEFORE EASING INTO Q2. 

DATA SOURCE: BLOOMBERG, REUTERS 
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The Hedgeye Macro commodity price sample includes the CRB Index, CRB Raw Industrials Index, Brent Crude Oil and the UN Food and Agriculture Price Index.  
YoY deltas are calculated from monthly averages. Forward estimates assume no change to current monthly averages. 
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U.S. 1Yr Breakeven Inflation Rate U.S. 2Yr Breakeven Inflation Rate U.S. 5Yr Breakeven Inflation Rate

BREAK-EVENS SNIFFING PEAK REFLATION 
IN ADVANCE OF MARCH CPI, BREAKEVEN INFLATION RATES ALREADY ROLLING OF Q1 PEAK 

DATA SOURCE: BLOOMBERG 
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U.S. 1Yr Inflation Swap Rate U.S. 2Yr Inflation Swap Rate U.S. 5Yr Inflation Swap Rate

U.S. INFLATION SWAP RATES STARTING TO PRICE IN REFLATION’S ROLLOVER 

SO ARE INFLATION SWAP RATES 

The inflation swap rate 
is the zero coupon 
fixed rate necessary to 
build a swap against 
U.S. headline CPI. It is 
composed from 
several different 
sources. 
 
A 5Yr5Yr inflation 
swap rate is found by 
taking the difference 
between the 10Yr and 
5Yr zero coupon 
inflation swap rates 
and multiplying by 2. 
It’s an indication of 
long-term inflation 
expectations. 

DATA SOURCE: BLOOMBERG 
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2017 REVISION TRENDS 

DATA SOURCE: BLOOMBERG, FEDERAL RESERVE, ISM 
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TLT/TIP Ratio Index

REFLATION’S ROLLOVER SHARE IN NOMINAL YIELD COMPRESSION 

DATA SOURCE: BLOOMBERG 

2017 Returns: 
TLT: +4.9% 
TIP: +1.1% 
TLT/TIP Index: +3.8% 
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 SOME SERIOUS ALPHA IN “REAL GROWTH” IN 2017     
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 S&P REV. & EARNINGS COMPS & SCORECARD 
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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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