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DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice to individuals. This research does not constitute an 
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment 
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, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk Management’s employees, 
which is based upon sources considered credible and reliable within the industry.  Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  
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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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ELECTION RISK     

CRUDE OIL (USO) 

FRANCE 



ELECTION RISK    
Given events of the last couple years, you can’t not hedge, right? … at any cost.  Le Pen’s odds of winning continue to 
languish in the mid-20%’s but French-German Yield Spreads remain at 5-year highs and the cost of hedging election 
risk continues to rise.  Implied volatility premiums are to the point where realized multi-duration volatility in the CAC 40 
is in the 1st percentile of historical readings, and implied volatility screens among the highest in the world on a 
percentile basis. The 30D/60D/3Mth implied volatility premiums are triple digits in the CAC 40. The CAC, DAX, and 
Eurostoxx 50 have implied volatility premiums that are over 4 standard deviations extended on a 3yr basis and over 3 
standard deviations on a TTM basis. The set-up in Switzerland and Italy is similar. It’s the same story in Skew. Not 
only are the premiums massive, the surface is 3-4 standard deviations more tilted with downside put implied vol. being 
bid-up.  In other words, election hedging is in full crescendo and put activity is becoming much more expensive than 
call activity.  
 



CRUDE OIL (USO)    
After a volatility event to kick off March, energy news has been relatively quiet with WTI 
+10% M/M and OVX being pushed lower once again. WTI is now close to YTD highs. 
The difference this time around is that the all-time high in net futures and options long 
contract positioning that peaked right before the March crash was cut for five straight 
weeks and USO has +20-30% implied volatility premiums on top of it instead of flat vol 
or discounts at peak bullishness like in late February, early March. So WTI has nearly re-
traced its YTD highs and it’s been on more balanced sentiment.  



FRANCE 
The latest Elabe French election poll shows Macron at 23%, Le Pen at 23%, Fillon at 
19% and Melenchon at 17%. Versus just last month in which Macron and Le Pen looked 
set to advance to the second round vote, recent poll numbers suggest any of the four 
main candidates have a chance to advance.  We believe that this new uncertainty on the 
outcome, and any strength in a politically extreme candidates (like Le Pen or 
Melenchon) will pressure the EUR/USD to the downside. 



MACRO GRIND 
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 CBOE CRUDE OIL VOLATILITY INDEX 
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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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