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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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COPPER   

EURO 

UK 



COPPER 
Getting smoked again this morning (-1.3%), and the set-up in options 
markets is still the expectation that volatility will move lower. The 
30D/60D/90D implied volatility discounts are -20/-15/-21% respectively 
– these discounts have been hovering near YTD lows for ~ 1 month. 
We showed this set-up in metals (XME, JJC, DBB) in our macro 
themes presentation with our reflation’s rollover theme. 



EURO     
Where to from here? The most extended net long positioning in macro right now is long 
currencies (against the USD). The Pound, Euro, and Peso net long positioning is more than 2x 
extended on a TTM Z-score basis. The net long positioning in the Euro increased +8K w/w 
which is the 5th consecutive week contract positioning has increased. In absolute contracts, a 
+73K net long position is the highest since 2007 in the Euro. Net long positioning in the Peso 
increased +21K w/w to +75K net long which is a 3 year high. Net positioning in the Pound is 
still net short, and this net short position increased slightly w/w, but it’s still hovering near a 
post-Brexit low.  



UK 
Brexit remains an ugly political football and recent polls suggests Thursday’s confidence 
vote on PM May’s leadership may be a tight one (Labour’s favorability has improved in 
recent weeks, trailing the Conservatives by ~1-6pts depending on the poll) . But can 
polling really be trusted? Probably not!  In any case, we continue to expect that the 
market’s uncertainty around the UK’s go-forward trade policy (and therefore economy) 
has more downside risks than upside, and yet another shake-up in government only 
compounds the downside.  We’d stand clear of owning the Pound into Thursday’s vote.  



EMO GARDNER 
Senior Defense Policy Advisor  
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DEFENSE $ THEMES 

DEFENSE $ CAPTIVE TO IDEOLOGICAL FISCAL FIGHT 
Age old Guns vs. Butter fight.  Trump and fiscal conservatives want more Defense $ at expense 

of non-Defense. Dems and many R’s can’t live with the pain.  Sequestration as result of impasse 

unlikely but not impossible. Dramatic autumn coming. 

RECAP/READINESS DEMANDS VS. SUPPLY OF TIME & $ 
DoD is in a deep recap hole in many sectors.  Increased sense of urgency to prepare for near 
peer fights while maintaining counterinsurgency.  Need for long-term capital investment, people 
and time to rebuild.  Annual uncertainty is debilitating.  
 

SKYHIGH EXPECTATIONS FOR $; MODERATE MORE LIKELY 
FY17: Final appropriation was +$26B y/y (+4.5%); procurement up $5B y/y; no base increase 

FY18: Trump budget doesn’t match recap need/aspirations; NATO, Gulf and Japan will spend 

more 

FY19: Pentagon Strategic Reviews will sharpen focus on long term demand 
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DEFENSE $ AS PART OF FISCAL FIGHT 
• BCA requires reduction in 

Federal  spending 
compared to FY17. Trump 
budget adheres to BCA 
ceiling but increases 
Defense share at expense 
of Non-Defense (requires 
change in law).  

 
• Wide range between the 

FY18 BCA defense cap 
($614B), Trump budget 
($668B) and what hawks 
think Def needs ($705B).  

 
• Options include 
     - Follow BCA 
     - Change BCA 
       - Keep ceiling/change 
ratio = Trump plan 
       - Increase total ceiling 
              - FY17 level 
              - Higher?  
           
       
 
 
 

FEDERAL DISCRETIONARY BUDGET AUTHORITY $B 
(INCLUDES OCO) 

Source: OMB FY17 Final Sequestration Report/FY18 Budget  https://www.whitehouse.gov/sites/whitehouse.gov/files/omb/budget/fy2018/2018_blueprint.pdf 



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 RELATIVE PERFORMANCE 
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 HEDGEYE STYLE FACTOR PERFORMANCE 
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 HEDGEYE RATES & SPREADS 



3MO 

4/11/2014   THE MACRO SHOW  

June 6, 2017 

 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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