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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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EUROPE 

COMMODITIES  

U.S. FINANCIALS 



EUROPE 
1 down day for European stocks and then straight back up this 
morning with Italy +1.1% still leading the squeeze. Especially with the 
EUR/USD at the top-end of its $1.03-1.06 risk range, this is healthy as 
the inverse correlation should get European Equity Bulls paid on any 
USD strength. 



COMMODITIES  
Commodities were straight back up +1.4% to 196 yesterday puts the 
CRB Index right back at 3-month highs. That all but ensures that both 
DEC and JAN PPIs (Producer Prices) continue to ramp in rate of 
change terms, you’ll get the DEC PPI print this morning, but this is 
central to #InflationAccelerating to a y/y crescendo throughout Q1. 



U.S. FINANCIALS 
Led losers -0.85% (XLF) yesterday, but I wouldn’t be betting on the 
bear side of that continuing with both rates and USD testing the low-
end of their respective risk ranges. We are buyers of the XLF on any 
correction below $23 as U.S. growth and inflation accelerating pay to 
be long that macro exposure. 



MACRO & MARERIALS  

BEN RYAN 



VOLATILITY AND SENTIMENT INDICATORS 

PUTTING VOLATILITY INDICATORS TO USE 
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A BIRDS-EYE VIEW OF TRENDING CONDITIONS 
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AN ALL-ENCOMPASSING LOOK AT VOLATILITY TRENDS 
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A HISTORICAL LOOK AT VOLATILITY EXTREMES 
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HISTORICAL VOLATILITY: MULTI-DURATION 
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WHERE WE ARE, AND WHERE WE’RE GOING… 
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VOLATILITY SKEW RANKINGS: 90% - 110% STRIKE (30D/60D/3M/6M) 
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Summed Z-Score Ranking 

Volatility Skew Rankings (90-110% Skew) 

DATA SOURCE: BBG, CME ©2016  HEDGEYE RISK MANAGEMENT 

Summed Z-Score: The summed 
z-score aggregates the relative  90% 
Strike to 110% strike of 30D, 60D, 
3Mth, and 6Mth windows for each 
ticker. A high z-score indicates skew 
that is relatively more positive in 
each respective ticker over the 
given windows.  
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WAS THE MARKET BULLED UP POST-ELECTION? 

DATA SOURCE: BLOOMBERG 
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Nasdaq Implied Volatility Premium Over Realized Volatility (3Mth)* 

DATA SOURCE: BBG, CME ©2016  HEDGEYE RISK MANAGEMENT 

*Premium represents the difference in At-The-Money implied volatility priced into 
contracts expiring in 3 months relative to realized volatility over the previous 3 
months 

Judging by volatility 
expectations, not as 
bulled up as you may 
have thought…. 
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• NASDAQ OVERSOLD & VOLATILTY OVERBOUGHT (within 
bullish TREND set-up on 12/01/16 at 3:10 p.m.) 

AN EXAMPLE USING THE RISK RANGE PROCESS 
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SOME CALL-OUTS THIS WEEK 
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THE KOSPI IS AN INTERESTING FLAG THIS WEEK 
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WTI (USO) SKEW 
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USO Volatility Skew on 60-Day Contracts (110% Strike vs. 90% & 120% Strike vs. 80%) 

90% - 110%

80% - 120%

*Volatility skew represents the difference in 
implied volatility between the high strike (i.e. 
110%) and the low strike ( i.e. 90%). An 
increasingly negative skew means that the 
lower strike is getting more expensive than a 
higher strike. 

DATA SOURCE: BBG, CME ©2016  HEDGEYE RISK MANAGEMENT 



MACRO GRIND 
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 REUTERS/JEFFERIES CRB INDEX  
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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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