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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 

GBP   

RATES 

VIX 



GBP 
Amazing markets can be – the British Pound just ticked to UP on the 
session vs. USD and the FTSE is only down -0.2% in London after the 
UK Services PMI report slowed from a 4-month high to 53.8 in MAY 
from 55.8 in APR. We’re still bullish on the Pound and Keith and Darius 
are headed to London this morning. 



RATES     
UST 10YR Yield was straight back down to the low-end of our 2.14-
2.32% risk range last week as A) Reflation’s Rollover (Oil and CRB 
index -4.3% and -2.2 last week) becomes obvious in the inflation 
component of bond yield expectations and B) the NFP print wasn’t the 
headline blowout that ADP was (bond yields do much better in Quad2 
when both growth and inflation are accelerating). 



VIX 
The VIX is still in crash mode, closing with a 9-handle last week at 
9.75 which puts it -31% YTD as profit growth accelerating trumped 
political fear mongering, big time – with Earnings Season’s daily 
catalyst over (S&P and Nasdaq EPS +15% and +17%, respectively, 
year-over-year). We would book some gains on the long side again 
(IBB), and lay out some Best Short Ideas. 



CHRISTIAN DRAKE 
Macro & Housing 
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PAYROLL GROWTH: 138K = ACCELERATION 
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AGGREGATE HOURS GROWTH: TREND ↑ 
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INCOME GROWTH: MODEST MAY ACCELERATION 
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INDUSTRIAL PRODUCTION: M/M ↓, Y/Y ↑ 
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INDUSTRIAL PRODUCTION = ACCELERATING 
IP GROWTH ACCELERATED TO A 28-MONTH HIGH IN APRIL, MARKING THE 5TH CONSECUTIVE MONTH OF POSITIVE GROWTH AND 
CONTINUING THE IMPROVEMENT OFF THE LONGEST NON-RECESSION STREAK OF NEGATIVE GROWTH EVER.  
 

Data Source: Bloomberg, Federal Reserve 
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NAIRU ↓, SLACK ↓, WAGE GROWTH ? 

Data Source: Bloomberg 
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EHS EASTER DISTORTION: APRIL ↓, MAY ↑ 
When Easter falls in 
April, housing 
demand has 
historically been 
pulled forward into 
March. This results 
in a consistent 
pattern of 
subsequent 
weakness in April 
followed by rebound 
strength in May. 

Data Source: Census Bureau 
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PHS = SAME DISTORTION 
We expect that this 
will cause the April 
prints to be 
generally soft on a 
sequential and Y/Y 
basis. 
 

Data Source: Census Bureau 
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NHS: AGAIN, SAME PHENOMENON 
We expect that this 
will cause the April 
prints to be 
generally soft on a 
sequential and Y/Y 
basis. 
 

Data Source: Census Bureau 
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ECONOMIC SURPRISE INDEX 

SOURCE: BLOOMBERG 
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PRODUCTIVITY = ↑ 

SOURCE: BLOOMBERG 



HEDGEYE  21 

LABOR INCOME ↑ 
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LABOR INCOME ↑, MARGINS ↓ 



MACRO GRIND 
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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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 OTHER KEY METRICS 
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