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DISCLAIMER
This content has been prepared by Hedgeye Risk Management, LLC (“Hedgeye”) and is presented for informational purposes only. 
Hedgeye is not a broker dealer and does not provide investment advice to individuals. None of the information contained herein 
constitutes an offer to sell, or a solicitation of an offer to buy any security or investment vehicle, nor does it constitute an  
investment recommendation or legal, tax, accounting, or investment advice by Hedgeye or any of its employees, officers, agents, or 
guests.  This information is presented without regard for individual investment preferences or risk parameters and is general, non- 
tailored, non-specific information. This content is based on information from sources believed to be reliable. Hedgeye is not 
responsible for errors, inaccuracies, or omissions of information. The opinions and conclusions contained in this report are 
those of the individual expressing those opinions or conclusions and are intended solely for the use of Hedgeye’s subscribers and 
the authorized recipients of the content. The opinions of HedgeyeTV guests are not the opinions of Hedgeye. Hedgeye is not 
responsible for the opinions of their guests or the content or information they may provide.

Hedgeye distributes content on behalf of Tier 1 Alpha, LLC, a third-party content provider with shared ownership.

All investments entail a certain degree of risk and financial instrument prices can fluctuate based on several factors, 
including those not considered in the preparation of the content. Consult your financial professional before investing.

TERMS OF USE

The information contained herein is protected by United States and foreign copyright laws and is intended solely for the use of 
its authorized recipient; there is a fee associated with access to this report. Access must be provided directly by
Hedgeye. Redistribution or republication of the content is strictly prohibited. By joining this call or possessing these 
materials, you agree to these terms and Hedgeye Terms of Service. For more detail, please refer to the Terms of Service
at https://www.hedgeye.com/terms_of_service
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Legal

https://www.hedgeye.com/terms_of_service
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Please submit questions* to

qa@hedgeye.com

*Answered at the end of the call
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The Investment Landscape Has Evolved Tremendously

AUM in listed ETFs surpassed $7.3 trillion globally as of Q2 2023, topping global hedge fund assets by over $2.1 trillion. Moreover, since 2015 ETF AUM has increased 247% with 
net assets from Hedge funds to ETFs increasing 1,276% since 2016. The proliferation of factor-based index investing and the concentration of hedge fund AUM at market-neutral 
platforms has made financial markets more sensitive to Macro risks than ever before. For example, JPM estimates systematic trading accounts for over 90% of US equity trading 
volume. Are your research and risk management processes equipped to compete for alpha in this new regime?

Data Sources: Bloomberg, BarclayHedge, JPMorgan 4

Skate To Where The Puck Is Going Within Asset Management

Stock-picking has given way to factor-picking and it’s our job as investors to embrace this sea change, rather than fight it.
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… So We Evolved Alongside It

Macroeconomic Research and Macro Risk Management are two very different 
fields. We specialize in the latter, incorporating key lessons from behavioral 
finance such as Prospect Theory and Bayesian Inference into our analysis. We 
don’t “feel” anything with regards to the markets or the economy; if we 
can’t contextualize it with math, we don’t have a view on it.

Rate of change accelerations and decelerations are facts, not opinions, and 
our process is focused on contextualizing these facts, rather opining on the 
validity of absolute levels of growth, inflation, and/or policy. This focus helps 
us consistently spot inflections in the performance of key factor 
exposures, across asset classes, 3-6 months ahead of investor consensus.
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WE ARE DIFFERENTIATED FROM THE HERD …BECAUSE WE FOCUS ON THE FACTS
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What Are The Quads?
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Our GIP Model is a quantitatively oriented, regime-based framework that helps investors proactively prepare for volatility phase transitions within and 
across asset classes by triangulating the three factors that matter most to Macro Risk Management – i.e. GROWTH, INFLATION, and POLICY.

United States 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 ←  Actuals │ Estimates  → 4Q23E 1Q24E 2Q24E 3Q24E
Real GDP QoQ SAAR 4.20% 5.20% 6.20% 3.30% 7.00% -2.00% -0.60% 2.70% 2.60% 2.20% 2.10% 5.20% Real GDP QoQ SAAR 0.53% -1.24% -1.60% 6.92%

Real GDP YoY -1.08% 1.57% 11.95% 4.74% 5.42% 3.57% 1.87% 1.71% 0.65% 1.72% 2.38% 3.00% Real GDP YoY 2.48% 1.60% 0.67% 1.09%
2yr Comparative Base Effects 2.65% 1.54% -2.69% 0.60% 1.05% 1.40% 2.21% 1.63% 2.17% 2.57% 6.91% 3.22% 2yr Comparative Base Effects 3.04% 2.64% 2.13% 2.36%

Headline CPI YoY 1.24% 1.90% 4.85% 5.34% 6.69% 7.96% 8.63% 8.33% 7.10% 5.81% 3.98% 3.51% Headline CPI YoY 3.27% 3.22% 3.29% 3.14%
2yr Comparative Base Effects 2.12% 1.88% 1.09% 1.49% 1.64% 2.01% 2.61% 3.28% 3.96% 4.93% 6.74% 6.83% 2yr Comparative Base Effects 6.90% 6.89% 6.31% 5.92%

#Quad4
Growth Decelerating as Inflation Decelerates

Monetary Policy Bias: Dovish
Market Narrative: Deflation

#Quad1
Growth Accelerating as Inflation Decelerates

Monetary Policy Bias: Neutral
Market Narrative: Goldilocks

#Quad2
Growth Accelerating as Inflation Accelerates

Monetary Policy Bias: Hawkish
Market Narrative: Reflation

#Quad3
Growth Decelerating as Inflation Accelerates

Monetary Policy Bias: Neutral
Market Narrative: Stagnation / Staglation
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x-axis: First Difference of YoY Headline CPI;
y-axis: First Difference of YoY Real GDP

© Hedgeye Risk ManagementData Source: BEA, BLS    Light Blue box = Hedgeye Nowcast Model estimate. Dark Blue boxes = Hedgeye Comparative Base Effects Model estimates. 
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Quarterly Expected Values By GIP Model Quad Regime
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Hedgeye Macro US GIP Model Backtest

Exposure 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 11 12 13 14 21 22 23 24 31 32 33 34 41 42 43 44 1 2 3 4

S&P 500 INDEX (SPY) 6.0% 4.4% -0.1% -1.8% 1.6% 4.1% 2.0% 5.2% 9.0% 3.4% -4.8% -11.4% 8.6% 7.7% 0.6% -6.7% 3.4% 1.5% -2.8% -0.6% 5.0% 2.9% 3.8% 1.8% 10.0% 6.1% 0.4% 1.2% 2.9% 6.7% 2.0% -5.9% 3.1% -0.6% -3.2% -3.6% 8.6% 3.9% 5.7% -0.6% 3.2% 4.3% -1.7% 1.6%
Communication Services (XLC) 6.2% 0.7% -1.1% -0.3% 4.3% 1.6% 3.4% 8.2% 6.4% -1.5% -7.0% -10.5% 9.3% 4.9% 1.2% -5.0% 2.4% -2.6% -5.0% 3.2% 5.0% -1.8% 3.2% 2.1% 11.4% 3.1% -1.8% 4.5% 4.0% 4.2% 1.9% -3.5% 3.0% -6.0% -3.2% 0.6% 7.5% -5.6% 3.9% -1.9% 2.5% 2.8% -1.5% 0.9%

Consumer Cyclical (XLY) 7.3% 4.5% -0.5% -0.6% 0.4% 4.5% 1.1% 5.8% 13.5% 3.7% -5.8% -10.6% 10.1% 7.4% -1.0% -3.7% 5.4% 0.7% -1.6% -0.7% 5.0% 4.6% 2.5% 2.1% 13.7% 6.6% 1.0% 1.7% 1.7% 7.9% -1.2% -5.6% 1.7% -2.4% -3.1% -3.8% 12.3% 2.9% 6.0% 2.1% 4.2% 4.6% -1.8% 2.4%
Consumer Non-Cyclical (XLP) 4.7% 2.1% 0.4% 0.9% 0.7% -2.3% 1.5% 6.7% 7.1% 4.9% -0.3% -2.3% 6.9% 4.9% 0.8% -3.3% 3.7% -0.9% 0.2% 8.6% 3.7% 1.3% 0.2% 0.8% 8.9% 3.3% 0.4% 3.5% 3.1% 2.0% -1.5% -3.5% 1.4% 1.9% 0.3% 2.3% 5.9% -2.6% 4.9% 0.0% 1.7% 3.1% 0.9% 1.9%

Energy (XLE) 5.7% 5.2% 2.4% -4.7% 2.5% 3.2% 5.5% 2.4% 6.8% 3.3% -2.1% -18.1% 6.3% 11.9% 8.2% -13.1% 3.1% 2.6% -4.3% 1.2% 8.9% -1.6% 6.7% -0.2% 4.5% 0.7% 3.3% -4.9% 2.4% 10.2% 8.1% -24.9% 3.8% 2.8% -2.3% -1.0% 10.4% 2.3% 6.7% -2.3% 7.7% 4.6% -3.7% 1.1%
Financials (XLF) 5.6% 4.3% -0.7% -2.3% -0.4% 0.9% -0.7% 3.1% 10.2% 2.8% -1.5% -14.4% 8.1% 8.4% -1.9% -9.9% 3.6% 4.1% -1.6% 1.4% 4.0% -1.5% 3.1% 2.5% 12.1% 4.0% 0.5% 1.6% 1.4% 10.3% 6.2% -13.8% 0.6% -4.4% -6.7% -2.7% 8.6% 4.6% 5.5% -0.6% 1.7% 5.0% -3.9% 1.8%

Health Care (XLV) 5.4% 4.0% 0.0% 0.7% 3.1% 1.9% -0.5% 7.3% 6.2% 5.7% -2.1% -4.6% 7.6% 7.7% 1.3% -4.1% 3.5% -0.7% -1.1% 7.3% 4.0% 3.8% 0.1% 1.7% 7.2% 5.9% 0.5% 4.5% 2.7% 2.7% 2.0% 0.9% 4.8% 4.4% -2.1% 1.9% 6.9% 0.9% 2.7% -1.6% 1.8% 3.7% -0.7% 3.5%
Industrials (XLI) 6.2% 4.8% -0.2% -2.0% 1.1% 1.6% 2.1% 6.4% 8.6% 4.5% -4.4% -11.5% 9.0% 8.6% 0.4% -6.5% 2.9% 2.6% -3.2% -0.7% 5.5% 1.8% 5.1% 1.2% 9.1% 6.8% 0.4% 0.0% 4.2% 6.9% 1.9% -8.5% 3.1% -0.2% -3.1% -3.0% 8.3% 4.1% 5.3% -0.4% 2.8% 5.7% -1.9% 0.6%

Information Technology (XLK) 7.6% 7.5% 0.5% -2.7% 2.7% 12.4% 4.4% 4.9% 12.4% 3.8% -6.9% -15.2% 12.0% 9.1% 1.1% -6.4% 2.9% 3.9% -2.8% -8.6% 5.0% 9.0% 6.3% 3.5% 13.8% 10.5% -0.5% 0.1% 5.0% 9.3% 4.6% -1.6% 3.3% 0.7% -2.6% -10.4% 10.0% 12.9% 8.5% 1.7% 4.1% 5.2% -0.7% 3.1%
Materials (XLB) 6.3% 4.0% -0.2% -0.7% 1.0% 2.2% 5.0% 1.7% 10.2% 2.7% -7.9% -7.2% 6.9% 8.5% 3.3% -7.6% 5.5% 1.7% -5.1% 5.4% 7.2% -0.2% 3.9% 2.2% 5.7% 8.3% 2.8% -5.2% 4.7% 5.8% -1.2% -12.9% 2.0% -3.0% -4.0% 1.6% 11.8% 3.7% 5.6% 2.2% 6.8% 4.7% -2.2% -0.2%

REITS (XLRE) 5.1% 3.2% -2.1% -2.1% 2.6% 0.0% 2.3% 7.2% 12.7% 8.6% -5.8% -16.1% 9.6% 8.3% -3.2% -24.9% 1.4% -1.0% -2.3% 5.8% - 0.2% 0.8% 2.8% - 0.2% -9.5% - - 3.5% -1.5% -12.7% 2.6% 14.9% -1.5% 5.8% 12.7% -1.8% 0.8% 4.4% 5.4% 2.6% -4.9% 0.7%
Utilities (XLU) 3.9% 0.5% 3.0% 0.1% 4.6% -1.0% 4.2% 8.0% 1.5% 1.6% 4.0% -5.0% 5.5% 3.8% 3.1% -6.5% 3.1% -3.7% 1.1% 5.9% 2.2% 0.4% 6.6% 3.1% 3.1% 2.8% -0.1% 9.7% 1.0% 0.1% 9.7% -5.6% 8.1% -0.2% 1.3% 1.2% 2.5% -5.9% 7.6% -2.8% 3.2% 3.3% 1.2% 0.7%

Growth (IWF) 6.4% 5.8% -0.4% -2.5% 1.5% 7.5% 1.9% 5.3% 10.4% 4.2% -6.4% -13.1% 9.5% 8.0% 0.7% -7.0% 3.3% 2.2% -3.4% -5.2% 4.8% 6.5% 3.8% 2.7% 11.5% 8.3% 0.2% 1.1% 3.0% 7.8% 1.7% -2.5% 2.6% 0.4% -3.6% -7.0% 9.2% 4.6% 5.9% -0.5% 2.9% 4.8% -1.5% 1.6%
Value (IWD) 5.9% 3.2% 0.2% -1.4% 1.7% 0.8% 2.1% 5.0% 8.3% 2.5% -3.1% -10.4% 7.9% 7.5% 0.8% -6.9% 3.8% 1.0% -2.5% 3.1% 5.6% -0.9% 4.5% 1.3% 8.8% 4.4% 0.5% 1.5% 2.5% 6.1% 3.2% -10.5% 2.8% -2.6% -3.1% -0.8% 8.5% 3.5% 6.0% -0.6% 3.8% 4.2% -2.4% 1.4%

Cyclicals (RSP) 7.0% 5.4% -0.2% -3.4% 1.6% 6.0% 2.4% 4.1% 12.1% 2.9% -6.4% -16.4% 10.0% 9.1% 1.5% -9.1% 3.6% 2.3% -4.3% -4.6% 6.1% 3.4% 5.2% 2.4% 12.2% 7.3% 0.8% 0.5% 2.7% 9.1% 3.7% -8.6% 2.9% -2.6% -4.9% -7.1% 10.7% 7.6% 7.0% -0.7% 4.1% 5.2% -3.2% 1.4%
Defensives (DEF) 5.4% 3.7% 0.0% -0.5% 2.3% 2.7% 1.5% 6.1% 7.1% 3.8% -3.4% -7.6% 7.6% 6.4% 0.1% -4.7% 3.4% 0.8% -1.7% 2.1% 4.5% 2.9% 3.1% 1.9% 8.4% 5.4% 0.0% 1.9% 2.7% 4.9% 1.1% -4.2% 3.7% 0.7% -1.9% -1.1% 7.2% 0.6% 5.0% 0.0% 2.6% 3.8% -0.5% 1.7%
High Beta (SPHB) 8.4% 7.9% -0.9% -4.6% 1.5% 7.8% 2.2% 3.3% 14.1% 4.2% -7.7% -20.3% 13.7% 13.6% 1.6% -10.7% 2.7% 3.6% -6.8% -9.0% 4.5% 4.3% 6.9% 2.9% 13.0% 7.2% -0.8% -2.1% 2.9% 15.2% 7.0% -15.6% 3.8% -3.2% -8.1% -11.5% 13.3% 12.2% 11.3% 2.4% 4.2% 6.8% -4.4% 1.8%
Low Beta (SPLV) 4.6% 2.2% 1.0% 1.5% 3.1% -1.0% 2.1% 7.7% 5.3% 4.4% 0.4% -4.0% 5.6% 5.3% 0.5% -2.7% 4.4% -0.3% 0.1% 7.2% 3.1% 0.6% 3.6% 2.3% 5.9% 4.2% -0.5% 4.8% 2.2% 2.4% 2.2% -7.0% 4.2% 0.8% 0.8% 2.2% 5.6% -2.5% 4.9% 1.8% 3.6% 3.3% 0.4% 1.6%

Momentum (MTUM) 7.0% 5.0% 0.7% -3.7% 2.8% 7.7% 3.2% 6.2% 10.5% 3.6% -5.5% -14.3% 9.0% 6.2% 0.9% -8.1% 5.3% 1.3% -2.0% -5.2% 7.1% 7.6% 5.5% 1.0% 13.3% 6.3% 1.8% 1.2% 3.6% 8.1% 1.7% -2.0% 3.7% -0.7% -2.7% -7.3% 9.0% 3.5% 7.9% -3.2% 3.7% 4.2% -1.3% 2.3%
Quality (QUAL) 6.4% 4.6% 0.2% -0.3% 3.1% 2.8% 2.3% 6.3% 9.1% 4.9% -4.1% -8.2% 9.0% 7.5% 1.2% -4.7% 3.9% 1.7% -2.3% 2.5% 5.7% 3.7% 3.6% 2.2% 9.6% 6.0% 0.8% 1.4% 3.8% 5.9% 1.8% -3.9% 4.7% 1.8% -2.5% -1.6% 8.2% 1.8% 5.8% 0.9% 3.3% 4.8% -0.3% 1.9%

Dividend Yield (SDY) 6.2% 3.1% 0.1% 1.2% 1.8% 0.1% 1.5% 6.8% 9.2% 3.7% -1.8% -5.1% 8.2% 7.4% 0.0% -2.9% 4.6% 0.6% -1.0% 6.6% 5.4% -0.5% 2.4% 2.1% 9.0% 5.2% -0.2% 2.8% 2.4% 4.8% 0.2% -7.7% 3.8% -1.2% -0.8% 2.2% 9.2% 0.5% 4.3% 2.2% 3.8% 4.0% -0.3% 2.1%
Size (OEF) 6.0% 4.6% -0.2% -2.0% 1.2% 5.2% 1.9% 5.1% 8.6% 3.4% -5.0% -10.6% 8.8% 7.4% 0.2% -6.5% 3.0% 1.8% -2.5% -0.4% 5.1% 3.8% 3.8% 1.1% 10.0% 6.2% 0.4% 0.5% 3.2% 6.8% 1.9% -4.2% 2.7% 0.0% -3.0% -3.6% 8.4% 3.9% 4.8% -1.2% 2.8% 4.2% -1.4% 1.8%

Secular Growth (QQQ) 6.3% 7.8% 0.3% -2.9% 3.1% 14.7% 3.1% 4.9% 9.2% 3.2% -6.4% -13.8% 10.9% 9.2% 1.0% -6.7% 0.7% 3.0% -4.5% -8.8% 5.1% 11.3% 7.5% 3.4% 9.5% 10.0% -2.2% 0.3% 5.5% 11.5% 6.0% -0.8% 2.8% -0.4% -2.8% -9.7% 8.4% 10.7% 8.8% 0.6% 3.9% 5.3% -0.4% 1.5%
Mid-Caps (MDY) 7.0% 5.2% 0.5% -1.8% 2.1% 3.8% 2.5% 4.8% 12.7% 3.6% -3.7% -12.6% 8.9% 9.2% 2.0% -6.4% 5.1% 2.4% -3.6% -1.5% 6.5% 2.3% 6.4% 2.1% 12.2% 5.8% 0.2% 1.9% 1.4% 9.4% 4.7% -12.9% 3.3% -1.7% -2.8% -4.2% 10.9% 4.1% 6.7% 1.4% 5.5% 6.0% -2.3% 0.9%

Small-Caps (IWM) 6.2% 5.7% -0.7% -2.0% 1.7% 5.9% 1.6% 5.6% 10.8% 2.3% -5.8% -13.9% 7.6% 9.5% 0.5% -5.6% 5.1% 2.7% -4.8% -1.5% 5.4% 3.5% 5.6% 0.8% 9.9% 7.3% -0.5% 3.5% 0.6% 10.6% 0.8% -13.5% 2.1% -3.8% -3.5% -5.1% 11.4% 9.0% 7.0% 1.0% 6.0% 4.6% -2.9% 0.8%

BARCLAYS AGG (AGG) 1.2% 0.4% 0.6% 2.3% 1.4% 0.0% 0.8% 1.8% 1.6% 0.9% 0.1% 2.8% 1.5% 0.4% 0.3% 2.5% 1.6% 0.4% 0.9% 3.1% 0.4% 0.2% 0.3% 1.7% 0.7% 0.4% 0.6% 2.3% 1.3% -0.4% 0.3% 1.6% 1.3% 1.4% 0.6% 3.1% 1.5% 0.5% 1.1% 1.8% 0.9% 1.0% 1.2% 1.0%

Leveraged Loans (BKLN) 2.1% 1.8% 0.4% 0.5% 1.4% 1.1% 1.5% 1.8% 3.7% 2.0% -1.0% -7.5% 2.6% 2.3% 0.9% -4.6% 1.3% 1.4% -0.5% 1.5% 2.3% 1.6% 1.5% 4.4% 1.9% 2.3% 1.2% 0.3% 0.2% 2.1% 0.9% -5.6% 1.5% 0.7% -0.9% -2.6% 4.1% 3.1% 1.7% 4.4% 2.3% 1.7% -0.6% 1.0%
BDCs (BIZD) 5.7% 6.5% -1.5% -0.8% 4.3% 1.3% -2.3% 5.1% 12.8% 10.5% -3.1% -32.4% 7.5% 10.6% -1.8% -29.4% 1.3% 1.7% -2.5% 5.4% 6.6% 2.4% 2.3% 8.8% 8.7% 3.8% -0.5% 4.1% -3.6% 9.7% 4.3% -20.2% 2.7% 2.0% -5.2% -5.9% 13.9% 8.5% 4.2% 10.3% 7.9% 5.4% -6.9% 2.9%

Preferreds (PFF) 1.8% 3.0% -0.5% -0.9% 1.5% 1.6% -0.3% 1.5% 3.5% 4.2% -2.1% -14.8% 2.8% 3.3% 0.6% -11.1% 0.9% 2.0% -1.8% 2.2% 1.3% 4.0% -0.3% 1.7% 1.7% 3.4% -0.4% 1.3% 0.6% 3.6% 2.4% -10.6% 1.5% 0.0% -2.0% -0.5% 3.4% 4.7% 0.7% 1.7% 5.7% 0.9% -1.9% 0.1%
IG Credit (LQD) 1.9% 0.6% 0.2% 2.5% 1.7% 0.0% 0.8% 2.7% 3.0% 1.2% -0.9% 1.1% 2.4% 1.1% 0.3% 1.8% 1.8% 0.6% 0.3% 3.5% 1.1% 0.0% 0.1% 2.6% 1.4% 0.9% 0.4% 2.6% 1.3% -0.1% 0.2% -1.1% 1.7% 1.4% -0.2% 3.3% 2.9% 1.2% 1.5% 2.7% 1.5% 1.3% 0.9% 1.1%
HY Credit (HYG) 3.1% 2.0% 0.1% 1.2% 1.2% 0.8% 1.3% 3.2% 5.2% 2.3% -2.4% -8.5% 3.6% 3.2% 1.3% -3.7% 2.8% 1.4% -1.3% 1.5% 2.7% 1.0% 0.8% 5.3% 3.0% 3.4% 0.6% 1.2% 1.6% 2.1% 0.6% -5.1% 1.7% 0.0% -1.4% -1.3% 5.4% 5.6% 2.7% 4.7% 2.4% 2.7% -1.1% 1.4%

Convertibles (CWB) 5.1% 5.6% -0.9% -0.2% 3.8% 4.4% 1.8% 3.0% 9.6% 4.9% -5.3% -14.1% 7.1% 6.6% 0.7% -10.7% 3.1% 3.6% -4.6% 1.0% 3.9% 6.6% 2.6% 3.2% 6.5% 7.1% 1.9% -0.6% 1.6% 5.3% -0.4% -5.6% 2.8% 2.7% -5.0% -2.7% 10.1% 7.1% 4.6% 5.8% 8.1% 3.6% -1.6% 0.8%
EM USD Debt (EMB) 2.6% 1.5% 1.0% 1.9% -1.6% 2.0% 2.6% 2.3% 6.6% 1.4% -1.7% -2.7% 2.1% 2.1% 1.4% -2.7% 3.5% 0.5% -0.2% 3.4% 3.4% 1.7% 2.6% 5.1% 4.7% 2.1% -0.2% 1.9% 1.7% 1.5% 3.0% -3.9% -1.5% 0.5% 0.2% 2.3% 5.8% 3.1% 4.3% 3.0% 1.1% 3.1% 0.5% 1.2%

EM Local Currency Debt (EMLC) 1.2% 1.5% 0.0% -0.6% 1.2% 0.4% 6.3% -0.2% 2.7% 2.1% -3.5% -3.5% 0.4% 2.9% 1.4% -5.8% -1.4% 0.1% -1.8% 0.5% 5.6% -1.2% 3.4% 2.0% 3.7% 2.8% 1.3% -2.6% -2.7% 0.0% 1.2% -3.9% 0.5% 2.9% -1.6% -1.7% 3.8% 3.1% 3.4% 2.6% 2.0% 2.6% -1.6% -0.4%
1-3yr Treasurys (SHY) 0.6% 0.4% 0.6% 1.3% 0.7% 0.4% 0.6% 0.4% 0.4% 0.5% 0.3% 2.1% 0.8% 0.1% 0.3% 2.0% 0.7% 0.4% 0.8% 1.4% 0.1% 0.6% 0.4% 0.7% 0.4% 0.3% 0.7% 0.5% 0.8% 0.1% 0.4% 1.5% 0.5% 1.0% 0.5% 1.6% 0.6% -0.1% 0.5% 1.3% 0.5% 0.7% 0.9% 0.6%
5-10yr Treasurys (IEF) 1.2% 0.0% 0.8% 2.8% 1.5% -0.4% 0.5% 2.1% 1.1% 0.9% 1.0% 5.5% 1.4% -0.2% 0.3% 4.2% 1.8% 0.3% 1.6% 4.0% 0.0% 0.0% -0.1% 1.1% 0.5% -0.4% 0.4% 3.5% 1.8% -1.1% 0.2% 4.1% 1.7% 2.0% 1.5% 4.6% 0.8% -0.4% 0.7% 0.9% 0.6% 0.8% 2.3% 1.0%

10-20yr Treasurys (TLT) 1.5% -0.6% 0.9% 4.0% 1.6% -1.1% 0.7% 3.7% 1.4% 0.7% 1.1% 8.0% 1.8% -1.1% -0.1% 5.7% 2.4% 0.0% 1.8% 6.1% -0.6% -0.5% 0.3% 1.5% 0.3% -1.5% 0.1% 6.4% 2.4% -2.1% 0.3% 6.9% 2.4% 2.6% 1.7% 6.4% 0.8% -0.7% 1.3% 0.6% 0.2% 0.6% 3.2% 1.4%
25+ Year Treasurys (EDV) 1.7% -1.1% 1.1% 5.4% 1.7% -1.7% 0.5% 6.0% 1.6% 0.5% 2.5% 12.9% 2.2% -1.8% -0.3% 9.7% 3.4% -0.2% 2.5% 8.6% -2.0% -1.0% 0.3% 0.1% -0.6% -3.0% -0.7% 10.3% 3.8% -2.9% 0.4% 9.8% 3.2% 3.4% 2.9% 10.5% 0.4% -0.1% 1.5% -1.3% 0.2% 0.1% 4.6% 2.1%

0-5yr TIPS (STIP) 0.6% 0.9% 0.9% 0.4% 0.5% 0.6% 1.2% 0.2% 1.2% 1.4% 0.0% -2.0% 0.7% 1.2% 1.4% -2.5% 0.6% 0.4% 0.4% 0.7% 0.3% 0.8% 0.8% 1.4% 0.8% 1.1% 1.0% -0.1% 0.4% 0.7% 0.6% -0.3% 0.2% 1.1% 0.9% -0.2% 1.0% 0.3% 1.2% 1.9% 1.0% 1.1% 0.8% 0.1%
5-10yr TIPS (TIP) 0.9% 1.3% 1.2% 1.4% 0.5% 0.4% 1.8% 1.4% 2.6% 2.4% -0.3% -1.0% 0.6% 1.6% 1.8% -1.2% 1.7% 1.0% 0.8% 2.7% 0.5% 1.0% 0.7% 1.9% 0.3% 1.5% 1.3% 1.9% 0.8% 0.3% 0.1% 0.3% 0.7% 3.2% 1.2% 0.8% 1.7% 0.8% 1.8% 2.5% 1.7% 1.5% 1.4% 0.3%

MBS (MBB) 0.9% 0.5% 0.7% 2.1% 1.0% 0.3% 0.9% 1.2% 1.3% 0.9% 0.3% 2.8% 0.8% 0.6% 0.5% 2.4% 1.5% 0.3% 1.1% 2.4% 0.3% 0.5% 0.4% 1.6% 0.4% 0.6% 1.0% 1.7% 1.2% -0.2% 0.3% 1.4% 0.8% 1.2% 0.7% 2.7% 1.2% 0.6% 1.0% 1.9% 0.9% 1.0% 0.9% 1.1%
Munis (MUB) 1.5% 0.5% 0.5% 2.0% 1.4% 0.1% 0.7% 1.7% 2.2% 1.2% 0.0% 1.4% 1.7% 0.8% -0.1% 0.9% 1.4% 0.3% 1.0% 3.1% 1.3% 0.2% 0.3% 2.3% 0.9% 0.3% 0.4% 2.1% 1.4% 0.0% 0.1% -0.4% 1.4% 1.4% 0.5% 2.6% 2.1% -0.3% 1.1% 2.0% 1.4% 0.8% 1.0% 1.0%

Taxable Munis (BAB) 1.9% 0.1% 1.0% 2.2% 1.8% 0.0% 1.8% 3.1% 4.4% 1.0% 0.9% -0.7% 1.8% 0.5% 0.6% -0.1% 2.6% -0.5% 1.3% 4.7% 2.6% 0.2% 1.6% 2.1% 0.7% -0.5% 0.3% 3.5% 2.2% 0.1% -2.1% 0.4% 1.6% 1.2% 2.0% 1.9% 3.6% 0.5% 4.5% 2.7% 1.4% 0.8% 1.6% 1.3%

CRB Index (DBC) 1.3% 5.5% 2.6% -5.3% 1.0% 5.2% 4.3% -1.1% 1.9% 6.6% -0.5% -16.1% -0.7% 6.4% 9.1% -15.6% 1.7% 3.6% -3.2% -0.6% 6.1% 6.4% 3.8% 1.3% 0.8% 6.2% 4.1% -9.9% 0.0% 5.7% 8.6% -18.2% 0.5% 6.0% -1.9% -2.8% 3.7% -3.2% 2.6% -2.2% 4.4% 3.5% 0.0% -2.2%
CRB Raw Index 1.1% 4.1% -0.1% -1.4% 1.1% 1.7% 0.7% -2.4% 1.2% 5.4% -2.5% -6.4% -1.1% 5.9% 2.5% -7.4% 1.6% 2.9% -1.6% -1.1% 5.2% 2.7% -1.4% 3.6% 1.8% 5.8% 1.6% -4.2% 1.4% 4.8% 2.0% -6.8% -1.3% 1.6% -2.3% -1.8% 2.8% 2.3% -2.4% 1.2% 1.8% 3.2% -1.3% -1.1%

CRB Foodstuffs Index (DBA) -0.2% 3.8% 2.1% -1.6% 1.4% -1.1% 2.1% -1.6% -2.7% 8.3% 0.8% -4.8% -4.2% 7.1% 6.5% -4.6% 3.0% 0.7% -0.8% 1.9% 4.3% 2.3% 1.2% -0.7% 5.5% 5.0% 3.6% -4.6% -2.3% 4.3% 3.0% -6.5% -1.9% 4.0% 0.9% -3.3% -0.7% -9.0% -0.3% 2.1% 3.1% 1.1% 2.5% -0.8%
Bloomberg Energy Index (BNO) 5.4% 11.7% 6.1% -9.5% 1.6% 8.2% 13.1% -1.7% 13.2% 16.7% -2.6% -36.2% 4.5% 9.3% 12.5% -30.7% 2.8% 7.8% -1.2% -3.7% 11.9% 20.0% 10.4% 6.1% -0.2% 9.2% 11.4% -18.9% -2.5% 11.5% 4.7% -32.4% 2.5% 16.8% 1.9% -6.9% 16.7% -0.8% 6.5% -2.3% 15.4% 6.2% -2.1% -1.0%

Bloomberg Precious Metals Index (DBP) 2.7% 4.7% 0.4% 0.6% 4.6% 4.7% 2.9% -0.5% 4.7% 6.3% -6.1% 2.1% -0.5% 6.0% 4.0% -5.6% 4.5% 1.6% -3.5% 1.4% 7.5% 6.2% 2.3% 5.5% 3.7% 8.5% 1.6% -3.9% 0.7% 1.5% 3.4% -0.3% 0.0% 6.0% -3.2% 4.3% 6.4% 2.6% 4.0% -0.3% 1.0% 5.1% 1.9% -1.2%

Silver (SLV) 5.8% 2.6% -1.0% 1.1% 9.9% 0.5% 1.8% -2.5% 11.4% 5.0% -8.9% -5.3% -0.5% 5.0% 6.1% -4.8% 9.4% -2.0% -5.2% 1.0% 15.5% 4.3% -3.7% 6.2% 5.8% 9.5% -0.5% -7.7% 0.8% -0.8% 0.2% -15.4% -1.7% 0.9% -2.8% 8.5% 17.1% 2.5% 2.0% 2.9% 6.1% 3.1% 0.4% -0.7%
Bitcoin (GBTC) 29.7% 48.2% 31.3% -7.7% 25.8% -2.9% 95.6% 11.3% 41.1% 21.4% -11.6% -26.7% 6.7% 45.3% 12.2% -9.5% 132.9% 151.7% -23.1% - - -16.0% 178.4% -7.1% - 23.5% - - - 67.4% 12.4% 0.9% 25.8% 6.7% -59.1% - 41.1% - 178.4% -16.3% 55.2% 59.6% 2.7% 24.9%

WTI Crude Oil (USO) 6.0% 11.0% 4.2% -7.3% 2.4% 13.1% 9.9% -0.4% 11.9% 10.1% -2.3% -34.7% 8.3% 12.0% 11.1% -27.4% 1.3% 8.2% -1.8% -4.9% 9.2% 12.7% 5.2% 9.2% -1.2% 7.1% 10.4% -19.0% 0.0% 14.1% 5.3% -33.8% 5.8% 12.1% -1.1% -5.3% 14.7% -0.2% 0.7% 2.3% 14.3% 4.9% -0.2% -0.7%
Natural Gas (UNG) 1.9% 5.1% 8.4% -3.9% -0.8% -1.3% 8.7% 9.1% 6.3% 10.6% 8.0% -0.3% 1.9% -1.4% 20.1% -25.6% 10.1% 4.2% -4.4% 40.7% -10.9% 15.9% 15.8% -7.2% -16.1% 6.9% 4.1% -1.9% 12.0% 2.6% 26.0% -11.1% 2.4% 7.9% -0.6% 16.1% 7.2% -0.6% 25.5% -17.9% 6.4% 5.3% 2.7% 0.6%

Iron Ore -11.8% 6.6% 1.1% 3.9% -27.3% -2.6% 26.2% 4.6% 9.5% 6.7% -5.8% 2.5% -4.4% 2.0% -8.1% -7.9% -17.5% 15.6% -2.7% 1.0% - 3.7% 51.7% 12.8% - 7.4% -11.0% -13.9% -12.7% 11.1% -1.7% 7.1% -27.3% -7.3% -3.3% 1.0% 9.5% -0.1% 51.7% 11.1% 1.3% 19.5% -0.1% -7.1%
Copper (CPER) 5.0% 6.8% -0.2% -1.4% 2.5% 3.4% 3.9% -1.5% 9.0% 7.0% -7.5% -18.8% 2.7% 10.4% 2.0% -14.4% 5.0% 5.9% -5.7% -4.2% 11.2% 2.6% 7.3% 11.4% 9.3% 11.1% 1.1% -3.8% 2.5% 6.9% 3.2% -12.6% 0.3% 3.5% -3.8% -4.2% 9.1% 0.7% 2.5% 4.4% 5.8% 6.8% -3.6% -0.4%

US Dollar Index (UUP) -0.5% -0.1% -0.1% 1.5% -1.2% -0.6% -1.9% 2.4% 0.1% 0.6% 3.2% 0.9% -0.4% -0.1% -1.1% 2.4% 0.7% 0.0% 1.0% 0.7% -2.2% -0.1% -0.8% 1.0% -2.2% -2.2% -1.2% 4.8% 0.4% 1.6% 1.3% 1.7% -0.6% -0.4% 0.8% 0.3% 0.0% -0.7% -2.7% 1.0% -0.6% -0.7% -0.4% 1.9%

Gold (GLD) 2.0% 1.9% 2.1% 1.7% 3.0% 2.1% 4.6% -0.6% 6.6% 3.5% -0.4% 3.4% -1.5% 2.5% 4.7% 0.9% 5.1% 0.5% 0.4% -0.1% 5.2% 2.7% 1.5% 3.3% -2.2% 6.6% 2.1% -1.5% 3.1% -2.5% 2.2% -0.5% -1.2% 4.3% 0.8% 3.5% 8.1% -0.5% 7.2% 2.1% 1.1% 2.7% 3.5% 0.6%
EM FX (CEW) 0.1% -0.4% -0.6% -2.4% 0.4% -1.0% 1.3% -3.0% 0.4% -1.0% -3.4% -5.4% -0.9% 0.6% 0.8% -6.4% 0.2% -0.5% -2.4% -1.4% 2.0% -2.5% 0.4% 0.6% 2.3% 0.9% -0.9% -3.7% -1.2% -0.6% 0.7% -8.3% -0.9% -1.8% -2.0% -1.7% 1.0% -0.1% 2.9% -0.9% -0.3% 0.2% -1.7% -1.5%

EV by Quadrant Shallow GDP Δ Deep GDP Δ Fed Easing Fed On Hold China QuadFed Tightening Quad 1 Prior Quad 2 Prior Quad 3 Prior Quad 4 Prior
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Highest/Lowest Expected Values By Quad Regime
Quad 1: Goldilocks

Best Asset Classes: 

Equities, Credit, Commodities, FX

Worst Asset Classes: 

Fixed Income, USD

Best Equity Sectors: 

Tech, Consumer Discretionary, 
Materials, Industrials, Telecom

Worst Equity Sectors: 

Utilities, REITS, Consumer Staples, 
Financials, Energy

Best Equity Style Factors: 

High Beta, Momentum, Leverage, 
Secular Growth, Mid Caps

Worst Equity Style Factors:                      

Low Beta, Defensives, Value, Dividend 
Yield, Small Caps

Best Fixed Income Sectors: 

BDCs, Convertibles, HY Credit, EM $ 
Debt, Leveraged Loans

Worst Fixed Income Sectors: 

TIPS, Short Duration Treasurys, MBS, 
Treasury Belly, Long Bond

Quad 2: Reflation
Best Asset Classes: 

Commodities, Equities, Credit, FX

Worst Asset Classes: 

Fixed Income, USD

Best Equity Sectors: 

Tech, Consumer Discretionary, 
Industrials, Energy, Financials

Worst Equity Sectors: 

Telecom, Utilities, REITS, Consumer 
Staples, Health Care

Best Equity Style Factors: 

Secular Growth, High Beta, Small 
Caps, Cyclical Growth, Momentum

Worst Equity Style Factors:                      

Low Beta, Dividend Yield, Value, 
Defensives, Size

Best Fixed Income Sectors: 

Convertibles, BDCs, Preferreds, 
Leveraged Loans, HY Credit

Worst Fixed Income Sectors: 

Long Bond, Treasury Belly, Munis, 
MBS, IG Credit 

Quad 3: Stagflation
Best Asset Classes: 

Gold, Commodities, Fixed Income

Worst Asset Classes: 

Credit

Best Equity Sectors: 

Utilities, Tech, Energy, Industrials, 
Consumer Discretionary

Worst Equity Sectors: 

Financials, REITS, Materials, Telecom, 
Consumer Staples

Best Equity Style Factors: 

Secular Growth, Momentum, Mid 
Caps, Low Beta, Quality

Worst Equity Style Factors:                      

Small Caps, Dividend Yield, Value, 
Defensives, Size

Best Fixed Income Sectors: 

Munis, EM $ Debt, Long Bond, TIPS, 
Treasury Belly

Worst Fixed Income Sectors: 

BDCs, Preferreds, Convertibles, 
Leveraged Loans, HY Credit

Quad 4: Deflation
Best Asset Classes: 

Fixed Income, Gold, USD

Worst Asset Classes: 

Commodities, Equities, Credit, FX

Best Equity Sectors: 

Consumer Staples, Utilities, REITS, 
Health Care, Telecom

Worst Equity Sectors: 

Energy, Tech, Industrials, Financials, 
Materials

Best Equity Style Factors: 

Low Beta, Dividend Yield, Quality, 
Defensives, Value

Worst Equity Style Factors:                      

High Beta, Momentum, Leverage, 
Secular Growth, Cyclical Growth

Best Fixed Income Sectors: 

Long Bond, Treasury Belly, IG Credit, 
Munis, MBS

Worst Fixed Income Sectors: 

Preferreds, EM Local Currency, BDCs, 
Leveraged Loans, TIPS

8Source: Hedgeye GIP Model Market History Backtests. Quarterly expected values since 1Q98.  Total Return indices. ETF exposures in ().
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The Quads Provide A Reliable Starting Point For Asset Allocation And Keith’s Quantitative 
Signaling Overlay Confirms Market Direction And Helps Risk Manage Core Exposures
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Core to the process of 
selecting our core 

exposures is determining 
whether the ticker screens 
well from the perspective 
of Keith’s proprietary risk 

management process, 
which employs PRICE, 

VOLUME and VOLATILITY as 
discrete factors in the 
calculus of levels that 

backtest well as critical 
momentum thresholds. 

Assets where last price is 
greater than all three (in 

ascending order) are said 
to be in a “Bullish 

Formation” and all dips 
should be bought, 

insomuch that assets in 
the converse “Bearish 
Formation” should be 
repeatedly shorted on 

strength.
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A│B Testing Process: Quantify Investor Consensus 

Data Sources: Factset, CFTC. Data through 11/29 close

Monitoring Sector and Style factor Performance allows us to quantitatively track the evolution of our Macro Themes. Additionally, MEASURING and MAPPING key data sets 
within the CFTC COT report removes the qualitative guesswork from the process of tracking and ultimately FADING crowded positioning.

10
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Deliberately studying the VOLATILITY OF VOLATILITY leads to high-probability decision-making opportunities. TIMING matters.

A│B Testing Process: Measure & Map The Volatility of Volatility

11Data Sources: Factset, CFTC. Data through 11/29 close
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THE THROTTLE: Dealer gamma positioning can amplify (neg gamma) or dampen (pos gamma) price and volatility. Understanding the prevailing gamma regime and the 
Balance of Flows Risk associated with Dealer & Systematic Strat Positioning represents a baseline level of market structure awareness.   

Tier1 Integration | Tactical Market Structure Awareness & Risk Management 
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THE TOGGLE:  Volatility remains the primary exposure toggle – directly for Vol Sensitive Strategies and indirectly for everyone else (even if they don’t conceptualize it that way).  
Flow dynamics (can) sit independent of fundamentals Trends and increasingly influence/dominate short-term price action.  Understanding the trigger levels and estimated 
magnitude of flows associated with Vol Control/CTAs/Risk Parity/Passive funds is key in tactically risk managing the immediate-term. 

Tier1 Integration | RISK MANAGING THE FLOW 
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The proliferation of (ultra) short-dated options now allows hyper-specific targeting of data/event catalysts.  Understanding the underlying vol structure associated with 
catalysts helps you navigate the flows dynamics surrounding the event.  

Tier1 Integration | Risk Managing The Short-Dated Vol Curve



© Hedgeye Risk Management LLC. 15Data Source: Tier1 Alpha

Longer-term context for Negative Gamma Environments helps illustrate the utility more clearly.

Tier1 Integration | Historical Negative Gamma Environments
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Measuring And Mapping The Quads With Precision Ex Ante Matters To 
Driving Ex Post Returns

Data Source: FactSet. Backtests performed on a trailing 10yr rolling out-of-sample basis. 

US Comparative Base Effects Model Backtest US Nowcast Model Backtest

16
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US Real GDP YoY Projections

Data Source: BLS, BEA, Atlanta Fed

We use two distinct models to forecast the 
YoY growth rate of Real GDP and the 
combination of the two allows us to 

develop both a highly accurate real-time 
assessment of near-term economic 

momentum, as well as a high-probability 
scenario for where growth is likely to trend 

over the NTM.

Intra-quarter, we employ a stochastic 
nowcasting framework that anchors on 
nonlinear interpolation to relay rate of 

change signals from the individual 
features of the dynamic factor model to 

the base rate. In out-quarters where high-
frequency data has yet to be reported, we 
employ a Bayesian Inference process that 
adjusts each of the preceding forecasted 
base rates inversely and proportionally to 

changes in the base effects. 

All told, our US GDP nowcast model has 
an average absolute forecast error of 

55bps and an 85% success rate in terms 
of accurately projecting the rate of 

change of GROWTH.
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Monthly & Quarterly Figures | Green Shading = Sequential Acceleration ; Red Shading = Sequential Deceleration

Real PCE YoY
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© Hedgeye Risk Management LLC.

US Real GDP QoQ SAAR Projections

Data Source: BLS, BEA, Atlanta Fed, FactSet 

One differentiating factor of our 
forecasting process is that we aim to solve 

for where the economy is trending on a 
Full Investing Cycle basis, rather than 

trying to identify super short-term 
economic momentum. 

Our rigorous study of financial market 
history suggests the latter to be little more 

than noise in the context of making 
accurate intermediate-to-long-term 

investment decisions. 

As such, we are comfortable departing 
from the [perceived] “best” practices of 

economist consensus by interpolating our 
QoQ SAAR forecasts from our forecasted 

YoY growth rates. Macroeconomic Theory ≠ 

Macro Risk Management.
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US Headline CPI YoY Projections

Data Source: BLS, FactSet

We use two distinct models to forecast the 
YoY growth rate of Headline CPI and the 

combination of the two allows us to 
develop both a highly accurate real-time 

assessment of near-term inflation 
momentum, as well as a high-probability 

scenario for where inflation is likely to 
trend over the NTM.

Intra-quarter, we employ a stochastic 
nowcasting framework that anchors on 
nonlinear interpolation to relay rate of 

change signals from the individual 
features of the dynamic factor model to 

the base rate. In out-quarters where high-
frequency data has yet to be reported, we 
employ a Bayesian Inference process that 
adjusts each of the preceding forecasted 
base rates inversely and proportionally to 

changes in the base effects. 

All told, our US CPI nowcast model has 
an average absolute forecast error of 

36bps and an 85% success rate in terms 
of accurately projecting the rate of 

change of INFLATION.
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Monthly & Quarterly Figures | Green Shading = Sequential Acceleration ; Red Shading = Sequential Deceleration

Headline CPI YoY
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Headline CPI

2-Year Base Effects
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We Utilize Real PCE as a Monthly Proxy for Real GDP. We have developed a proprietary, dynamic monthly system with a 
long-term directional accuracy of 76% that has accurately predicted 10 of the last 12 months on an out-of-sample basis.
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© Hedgeye Risk Management LLC. 24Data Source: Hedgeye Estimates, Factset | Observation Period: January 2000 – July 2023

S&P500: Conditional Performance (Annualized Monthly Returns Calculated Using Average Prices)

Monthly Quad Backtest
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© Hedgeye Risk Management LLC.Data Sources: BEA, Census Bureau, MBA, BLS, Department of Labor, Federal Reserve, Institute for Supply Management, NFIB, and AAR.

Each of the following 30 features backtests as statistically significant with respect to predicting the rate of change of Real GDP growth and each feature's contribution to 
the overall signal is dynamically re-trained each quarter according to the relative strength of its first difference regression with the dependent variable. 

US Real GDP Nowcast Model
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HEDGEYE US NOWCAST MODEL SUMMARY Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 3Q23 4Q23 ∆

Real PCE YoY (1) 2.38 2.52 1.68 1.93 1.84 1.86 1.37 0.87 1.28 2.31 2.30 1.74 1.56 1.84 2.06 2.60 2.15 2.23 2.23 - - 2.33 2.23 -0.10

Real Disposable Personal Income YoY (20) -7.36 -4.73 -4.62 -4.32 -3.75 -2.29 -1.96 -1.64 -0.93 3.24 3.50 4.38 4.50 4.96 5.30 4.27 3.95 3.83 3.85 - - 4.02 3.85 -0.16

Personal Savings Rate % of DPI (17) 3.1 3.1 2.7 3.5 3.2 3.0 3.0 3.3 3.4 4.4 4.7 5.2 5.2 5.3 4.8 4.2 4.2 3.7 3.8 - - 4.0 3.8 -0.2

Headline Retail Sales YoY (4) 8.92 9.67 9.48 10.36 10.13 9.02 8.83 6.14 5.98 7.41 5.26 2.19 1.29 2.11 1.47 2.75 2.84 4.05 2.48 - - 3.21 2.48 -0.73

Retail Sales Control Group YoY (8) 7.48 8.93 7.63 9.36 8.27 8.46 7.37 5.82 6.50 6.44 6.30 4.07 3.73 4.03 3.52 4.53 3.73 4.01 3.54 - - 4.09 3.54 -0.55

Auto Sales YoY (11) -22.80 -25.37 -15.36 -9.49 0.92 10.76 14.70 9.95 6.99 4.65 5.83 11.18 11.34 18.69 20.62 17.90 14.11 16.16 4.03 - - 16.06 4.03 -12.03

MBA Mortgage Purchase Index YoY (24) -11.42 -13.34 -12.60 -15.71 -20.36 -29.54 -39.98 -41.09 -39.77 -36.69 -38.03 -38.03 -32.55 -29.91 -29.22 -25.70 -27.72 -26.35 -20.93 -20.68 - -26.59 -20.80 5.78

Total Employees On Nonfarm Payrolls YoY (5) 4.88 4.79 4.54 4.38 4.15 4.00 3.67 3.43 3.20 3.27 2.81 2.67 2.64 2.58 2.40 2.18 2.05 2.01 1.89 - - 2.08 1.89 -0.19

Aggregate Hours Worked YoY (3) 3.98 3.89 3.94 3.78 3.55 3.40 3.37 2.54 2.01 3.27 2.22 1.79 2.05 1.69 1.81 1.29 1.75 1.42 1.01 - - 1.49 1.01 -0.48

Aggregate Labor Income YoY (6) 9.97 9.63 9.56 9.43 9.10 8.64 8.41 7.66 6.88 7.80 7.00 6.17 6.52 6.10 6.30 5.68 6.12 5.79 5.15 - - 5.86 5.15 -0.71

Monthly Initial Jobless Claims YoY (16) -66.09 -57.65 -47.39 -40.72 -39.73 -43.77 -27.50 -11.62 -2.99 -15.62 -1.42 9.48 12.04 8.00 19.55 6.64 13.28 9.70 3.74 1.97 - 9.87 2.86 -7.02

Conference Board Consumer Confidence Index (14) 108.6 103.2 98.4 95.3 103.6 107.8 102.2 101.4 109.0 106.0 103.4 104.0 103.7 102.5 110.1 114.0 108.7 104.3 99.1 102.0 - 109.0 100.6 -8.5

Industrial Production YoY (2) 4.59 3.66 3.19 3.01 3.11 4.51 3.10 1.85 0.59 1.51 0.88 0.18 0.35 0.14 -0.37 0.13 0.06 -0.16 -0.68 - - 0.01 -0.68 -0.69

Capacity Utilization (19) 80.7 80.6 80.5 80.7 80.7 80.8 80.6 80.3 78.9 79.6 79.5 79.5 79.8 79.5 78.9 79.6 79.5 79.5 78.9 - - 79.5 78.9 -0.6

Durable Goods New Orders YoY (12) 10.63 9.33 9.51 8.89 6.31 8.28 8.03 3.11 5.31 1.91 0.61 4.09 4.33 5.67 8.49 3.20 3.22 7.09 0.33 - - 4.50 0.33 -4.17

Core Capital Goods New Orders YoY (15) 5.82 8.68 7.57 7.20 7.29 5.63 4.74 3.23 2.18 4.28 3.61 1.78 1.94 1.97 1.14 0.37 0.38 1.51 0.58 - - 0.75 0.58 -0.17

Factory Orders YoY (9) 16.71 15.84 15.53 12.79 10.78 11.06 10.13 5.82 5.42 3.94 2.07 0.47 0.02 -0.87 -0.17 -0.67 0.43 3.05 - - - 0.93 - -

Manufacturing & Trade Inventories YoY (29) 18.98 20.09 20.64 19.78 19.54 18.33 16.81 15.13 12.57 10.69 8.78 6.18 5.16 3.34 1.84 1.42 1.00 1.25 - - - 1.22 - -

Nonresidential Construction Spending YoY (30) 8.13 7.45 8.34 10.42 10.22 11.64 11.42 11.99 13.25 16.30 17.03 17.28 18.25 20.05 19.58 18.67 19.46 19.05 - - - 19.06 - -

Residential Construction Spending YoY (28) 25.61 24.09 20.40 15.09 11.46 8.68 5.79 1.40 -3.14 -6.15 -8.97 -10.65 -14.41 -11.75 -9.81 -7.86 -4.36 -2.07 - - - -4.76 - -

ISM Manufacturing PMI (26) 55.9 56.1 53.1 52.7 52.9 51.0 50.0 49.0 48.4 47.4 47.7 46.3 47.1 46.9 46.0 46.4 47.6 49.0 46.7 - - 47.7 46.7 -1.0

ISM Non-Manufacturing PMI (18) 57.5 56.4 56.0 56.4 56.1 55.9 54.5 55.5 49.2 55.2 55.1 51.2 51.9 50.3 53.9 52.7 54.5 53.6 51.8 - - 53.6 51.8 -1.8

NFIB Small Business Optimism Index (21) 93.2 93.1 89.5 89.9 91.8 92.1 91.3 91.9 89.8 90.3 90.9 90.1 89.0 89.4 91.0 91.9 91.3 90.8 90.7 - - 91.3 90.7 -0.6

Exports YoY (7) 22.05 21.63 21.85 21.16 20.78 21.99 12.49 10.01 6.69 12.04 7.69 4.90 -1.36 -2.86 -4.19 -3.38 -2.35 0.49 - - - -1.75 - -

Imports YoY (10) 24.10 22.84 19.93 16.82 14.05 14.42 13.36 2.40 2.04 3.80 0.54 -8.64 -4.86 -7.25 -8.24 -4.74 -4.50 -2.69 - - - -3.98 - -

Rail Traffic YoY (13) -4.35 -3.90 -3.22 -1.43 -0.37 -0.05 0.46 -1.31 -6.91 -5.99 -7.72 -9.84 -8.60 -7.55 -5.94 -5.89 -5.78 -2.68 -2.17 -1.14 - -4.78 -1.65 3.13

Headline CPI YoY (25) 8.26 8.58 9.06 8.52 8.26 8.20 7.75 7.11 6.45 6.41 6.04 4.98 4.93 4.05 2.97 3.18 3.67 3.70 3.24 - - 3.51 3.24 -0.27

PCE Deflator YoY (27) 6.62 6.69 7.12 6.62 6.52 6.56 6.35 5.93 5.44 5.48 5.19 4.44 4.45 3.96 3.20 3.37 3.41 3.42 3.01 - - 3.40 3.01 -0.39

Core PCE Deflator YoY (22) 5.25 5.07 5.19 4.96 5.21 5.47 5.33 5.09 4.87 4.90 4.84 4.78 4.76 4.69 4.28 4.25 3.80 3.65 3.46 - - 3.90 3.46 -0.44

M2 Money Supply YoY (23) 7.76 6.04 5.66 5.04 3.90 2.68 1.50 0.39 -0.89 -1.58 -2.18 -3.79 -4.48 -3.90 -3.75 -3.87 -3.85 -3.58 -3.30 - - -3.77 -3.30 0.47



© Hedgeye Risk Management LLC.Data Source: BLS, United Nations. Asterisk denotes first difference regressions with the YoY % change of Headline CPI since the start of 2008.

US Headline CPI Nowcast Model
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Hedgeye INFLATION Leading Indicator (r squared* = 0.4) US Headline CPI YoY

US Core Goods CPI (r squared* = 0.15) US Core Services CPI (r squared* = 0.19)

Asterisk denotes first difference regressions. © Hedgeye Risk Management
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Base Effects Matter Because GDP and CPI Are More Or Less Stationary 
Processes When Analyzed On A YoY Rate Of Change Basis

Data Source: BLS, BEA

Using the US economy as an example, the sign of the first difference of 2yr base effects explains INFLECTIONS in GROWTH and INFLATION 80% 
and 70% of the time, respectively. Moreover, easing or steepening base effects perpetuate MOMENTUM in GROWTH and INFLATION 80% and 76% 
of the time, respectively. These figures are near the modal outcomes of the GROWTH and INFLATION backtests across the near-50 economies we 
maintain detailed GIP Models for – which means base effects matter a lot to projecting the probable path forward for any economy.
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Ipso Facto, Our Bayesian Inference #Process Is Built Upon Stochastic 
Principles 

Data Source: BLS, BEA 28

United States

GROWTH 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E INFLATION 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E
Base Effects 2.73% 2.90% 2.65% 1.54% -2.69% 0.60% 1.05% 1.40% 2.21% 1.63% 2.17% 2.57% 6.91% 3.22% 3.04% 2.64% 2.13% 2.36% Base Effects 2.26% 2.20% 2.12% 1.88% 1.09% 1.49% 1.64% 2.01% 2.61% 3.28% 3.96% 4.93% 6.74% 6.83% 6.90% 6.89% 6.31% 5.92%
Real GDP YoY -7.53% -1.47% -1.08% 1.57% 11.95% 4.74% 5.42% 3.57% 1.87% 1.71% 0.65% 1.72% 2.38% 3.00% 2.48% 1.60% 0.67% 1.09% Headline CPI YoY 0.36% 1.22% 1.24% 1.90% 4.85% 5.34% 6.69% 7.96% 8.63% 8.33% 7.10% 5.81% 3.98% 3.51% 3.27% 3.22% 3.29% 3.14%

GIP Model Quad 4 2 2 2 2 3 2 3 3 4 4 1 1 1 4 4 3 1 GIP Model Quad 4 2 2 2 2 3 2 3 3 4 4 1 1 1 4 4 3 1
Unconditional Probability Of Forecasted Delta 75% 80% 80% 80% Unconditional Probability Of Forecasted Delta 68% 68% 68% 68%

Conditional Probability Of Forecasted Delta 71% 85% 87% 67% Conditional Probability Of Forecasted Delta 65% 53% 54% 59%
Conditional Probability Of Quad 1 19.1% 7.8% 6.0% 39.3% Conditional Probability Of Quad 1 19.1% 7.8% 6.0% 39.3%
Conditional Probability Of Quad 2 10.3% 6.9% 7.1% 27.6% Conditional Probability Of Quad 2 10.3% 6.9% 7.1% 27.6%
Conditional Probability Of Quad 3 24.6% 40.0% 47.2% 13.6% Conditional Probability Of Quad 3 24.6% 40.0% 47.2% 13.6%
Conditional Probability Of Quad 4 46.0% 45.3% 39.7% 19.5% Conditional Probability Of Quad 4 46.0% 45.3% 39.7% 19.5%
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G20 GIP Model Summary

The Quads Are Global
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NTM Δ NTM Δ

3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E
3Q24E Less 

4Q23E
4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E

3Q24E Less 
4Q23E

4Q23E 1Q24E 2Q24E 3Q24E

Argentina 3 4 3 2 3 3 3 3 2 3 2 2 4 Argentina -3.11 -3.89 -3.44 -1.04 -1.14 275bps 61 56 84 51 Argentina 125.37 160.02 221.57 259.97 234.42 7440bps 98 98 98 98
Australia 4 2 3 2 2 3 3 4 4 4 1 1 4 Australia 1.76 0.70 0.85 1.07 0.76 5bps 94 56 59 63 Australia 5.70 4.92 4.43 4.15 3.83 -108bps 98 98 81 84

Brazil 3 3 2 2 4 4 1 4 3 2 3 3 2 Brazil 2.21 2.48 1.59 1.26 2.11 -37bps 57 73 59 72 Brazil 4.60 5.12 5.35 5.55 6.76 165bps 73 60 59 98
Canada 3 3 3 2 4 4 4 4 3 4 2 4 2 Canada 0.47 0.06 0.14 -0.06 1.93 187bps 62 52 56 98 Canada 3.69 3.20 3.42 3.37 3.47 27bps 84 65 54 57

China 4 3 1 3 2 4 4 1 4 4 3 2 4 China 4.60 4.40 2.73 3.90 3.57 -83bps 54 84 74 57 China -0.07 -0.20 0.42 0.43 0.30 50bps 57 80 51 57
Eurozone 3 2 2 3 3 3 4 4 4 1 2 1 1 Eurozone 0.10 0.20 0.34 0.54 0.84 64bps 53 54 55 58 Eurozone 4.93 2.70 2.83 2.78 2.78 8bps 98 58 53 50

France 3 2 3 3 3 3 2 1 4 1 4 1 1 France 0.56 0.66 0.51 0.71 0.90 24bps 53 54 56 55 France 5.50 4.10 3.45 3.07 3.03 -107bps 98 98 81 53
Germany 3 3 2 3 3 3 4 4 4 1 3 1 1 Germany -0.82 -0.25 -0.39 0.26 0.71 96bps 66 54 68 63 Germany 5.73 2.87 3.53 3.38 3.38 52bps 98 90 59 50

India 4 4 3 2 4 4 2 1 3 4 4 3 1 India 7.60 6.71 6.13 5.84 6.64 -7bps 64 59 55 63 India 6.43 4.93 4.22 4.54 3.76 -117bps 98 89 68 93
Indonesia 3 2 3 2 2 3 1 1 4 4 4 4 4 Indonesia 4.94 4.90 4.82 4.69 4.51 -39bps 53 55 59 62 Indonesia 2.88 2.59 2.48 2.38 2.21 -38bps 64 56 55 58

Italy 3 2 3 3 3 3 1 4 4 1 2 2 2 Italy 0.00 0.13 0.18 0.53 0.63 50bps 53 51 59 53 Italy 5.80 1.07 1.17 1.38 1.57 50bps 98 55 62 60
Japan 3 3 3 2 3 3 1 4 4 1 4 4 1 Japan 1.20 1.89 0.99 0.14 0.94 -95bps 71 78 76 75 Japan 3.17 3.03 2.97 2.30 2.18 -85bps 60 55 98 59
Mexico 4 3 2 2 2 4 4 4 4 1 3 3 2 Mexico 3.31 3.58 2.06 1.62 2.00 -158bps 56 81 59 58 Mexico 4.63 4.09 4.22 4.84 5.01 93bps 88 60 93 62
Russia 3 2 3 3 1 1 1 1 2 3 2 2 3 Russia 5.50 4.32 4.77 5.17 4.37 5bps 81 62 61 71 Russia 5.15 6.83 6.93 7.25 7.32 49bps 88 52 57 52

South Africa 3 3 2 3 2 4 4 1 4 2 3 2 3 South Africa 0.28 1.11 0.86 1.31 0.60 -50bps 70 56 61 67 South Africa 4.97 5.77 5.82 5.82 5.90 13bps 98 53 50 55
South Korea 3 2 3 3 2 4 4 1 1 2 2 1 4 South Korea 1.40 2.05 2.25 2.45 1.51 -54bps 83 60 60 98 South Korea 3.13 3.85 3.98 3.93 3.75 -10bps 98 61 54 65

Spain 3 2 3 2 3 4 1 4 4 3 4 2 1 Spain 1.80 1.60 1.20 1.34 1.59 -1bps 54 59 53 55 Spain 2.60 3.32 2.87 3.45 2.97 -35bps 88 74 81 76
Turkey 3 2 3 3 3 4 1 4 2 3 1 1 1 Turkey 5.93 2.60 2.88 3.00 3.17 56bps 98 54 52 53 Turkey 56.10 62.15 59.45 56.80 45.47 -1669bps 98 77 77 98

United Kingdom 3 2 2 3 3 3 4 1 1 4 4 1 2 United Kingdom 0.60 0.47 0.12 0.57 0.68 21bps 52 55 57 52 United Kingdom 6.73 4.42 4.03 3.45 3.87 -55bps 98 73 85 75

United States 3 2 3 3 4 4 1 1 1 4 4 3 1 United States 3.00 2.48 1.60 0.67 1.09 -139bps 71 85 87 67 United States 3.51 3.27 3.22 3.29 3.14 -13bps 65 53 54 59
MODE/MEDIAN 3 2 3 3 3 4 1 4 4 4 4 1 1 MODE/MEDIAN 1.58 1.75 1.10 1.16 1.30 -44bps 61 56 59 62 MODE/MEDIAN 4.95 3.97 3.76 3.45 3.61 -36bps 98 63 60 59

Strength Of Signal
Conditional Probability Of Est. Δ

11/30/2023

EstimatesActuals
Hedgeye Macro GIP Model Signals

Conditional Probability Of Est. Δ
Strength Of SignalGROWTH

Real GDP YoY
INFLATION

Headline CPI YoY

Data Source: Government Statistic Agencies, BIS, World Bank, and IMF. Intellectual Property of Hedgeye Risk Management.
LIGHT BLUE header = Hedgeye Nowcast Model estimates. BLUE header = Hedgeye Comparative Base Effects Model estimates. GREEN/RED shading in GDP and CPI projections denotes sequential acceleration/deceleration.

Conditional probability inversely proportional to the prior base rate's percentile score within a 95% confidence interval band around the projected GROWTH or INFLATION rate in a given quarter.
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… As Are The Models

Data Source: FactSet. Backtests performed on a trailing 10yr rolling out-of-sample basis. 

Germany Nowcast Model Backtest China Nowcast Model Backtest
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… As Are The Market Implications

Source: Hedgeye GIP Model Market History Backtests., FactSet - Quarterly observations beginning in 1Q98. 

Germany GIP Model Market History Backtest:       
10yr Bund Yield

China GIP Model Market History Backtest:           
Chinese Consumer Stocks
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© Hedgeye Risk Management LLC.Data Source: Government Statistics Agencies, BIS, World Bank, IMF

Emerging Market GIP Model Summary

The Quads Are Global
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NTM Δ NTM Δ

3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E
3Q24E Less 

4Q23E
4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E

3Q24E Less 
4Q23E

4Q23E 1Q24E 2Q24E 3Q24E

Argentina 3 4 3 2 3 3 3 3 2 3 2 2 4 Argentina -3.11 -3.89 -3.44 -1.04 -1.14 275bps 61 56 84 51 Argentina 125.37 160.02 221.57 259.97 234.42 7440bps 98 98 98 98
Brazil 3 3 2 2 4 4 1 4 3 2 3 3 2 Brazil 2.21 2.48 1.59 1.26 2.11 -37bps 57 73 59 72 Brazil 4.60 5.12 5.35 5.55 6.76 165bps 73 60 59 98
Chile 3 3 3 3 3 4 1 4 1 4 1 1 2 Chile 0.59 0.45 0.95 1.47 1.91 146bps 53 60 61 59 Chile 5.64 4.64 4.40 4.32 4.81 16bps 98 62 54 74
China 4 3 1 3 2 4 4 1 4 4 3 2 4 China 4.60 4.40 2.73 3.90 3.57 -83bps 54 84 74 57 China -0.07 -0.20 0.42 0.43 0.30 50bps 57 80 51 57

Colombia 3 3 3 2 3 3 2 4 4 1 1 4 1 Colombia -0.30 0.87 1.02 0.87 1.87 100bps 75 53 53 71 Colombia 11.40 9.99 8.32 8.00 7.77 -223bps 98 98 66 61
Czech Republic 3 2 2 3 3 4 3 4 1 1 4 2 2 Czech Republic 0.04 1.65 1.30 2.21 2.55 89bps 98 61 78 60 Czech Republic 8.07 8.03 5.13 5.47 6.13 -190bps 51 98 63 76

Greece 3 3 2 3 3 1 4 1 4 3 1 4 1 Greece 2.46 2.23 2.68 1.85 1.90 -33bps 54 58 64 51 Greece 3.13 3.40 2.90 2.30 2.07 -133bps 61 71 75 60
Hong Kong 3 4 4 1 3 1 2 3 1 2 3 1 4 Hong Kong 4.10 4.52 2.82 3.62 3.07 -145bps 64 98 76 68 Hong Kong 1.87 2.53 2.73 2.73 2.15 -38bps 80 59 50 76

India 4 4 3 2 4 4 2 1 3 4 4 3 1 India 7.60 6.71 6.13 5.84 6.64 -7bps 64 59 55 63 India 6.43 4.93 4.22 4.54 3.76 -117bps 98 89 68 93
Indonesia 3 2 3 2 2 3 1 1 4 4 4 4 4 Indonesia 4.94 4.90 4.82 4.69 4.51 -39bps 53 55 59 62 Indonesia 2.88 2.59 2.48 2.38 2.21 -38bps 64 56 55 58

Israel 3 2 3 3 3 3 1 4 1 4 4 1 2 Israel 3.40 3.07 2.52 2.96 3.24 17bps 59 64 61 57 Israel 3.73 3.53 3.12 3.00 3.13 -40bps 65 80 58 60
Malaysia 4 2 1 2 2 4 4 4 1 1 2 3 4 Malaysia 3.30 3.80 4.24 4.01 3.89 9bps 59 58 54 52 Malaysia 1.98 1.72 2.33 2.42 2.00 28bps 62 79 54 70
Mexico 4 3 2 2 2 4 4 4 4 1 3 3 2 Mexico 3.31 3.58 2.06 1.62 2.00 -158bps 56 81 59 58 Mexico 4.63 4.09 4.22 4.84 5.01 93bps 88 60 93 62

Peru 3 3 2 3 3 4 3 4 4 1 1 1 2 Peru -1.00 1.53 1.96 2.24 2.34 81bps 78 55 53 51 Peru 5.50 4.21 4.00 3.53 4.37 16bps 98 63 78 98
Philippines 3 1 1 3 2 3 3 4 1 4 1 2 4 Philippines 5.90 4.90 5.45 5.93 5.78 88bps 69 61 59 53 Philippines 5.37 4.98 4.93 5.00 4.80 -18bps 69 52 53 60

Poland 3 2 2 3 3 3 4 4 1 1 1 1 2 Poland 0.50 1.87 2.12 2.57 2.77 90bps 94 58 65 57 Poland 9.70 6.55 5.82 5.65 6.15 -40bps 98 76 56 68
Russia 3 2 3 3 1 1 1 1 2 3 2 2 3 Russia 5.50 4.32 4.77 5.17 4.37 5bps 81 62 61 71 Russia 5.15 6.83 6.93 7.25 7.32 49bps 88 52 57 52

Saudi Arabia 1 2 2 2 3 3 4 4 4 1 1 1 2 Saudi Arabia -4.50 1.94 3.36 3.60 4.35 241bps 98 81 55 66 Saudi Arabia 1.98 1.46 1.22 1.03 1.09 -38bps 72 60 58 53
South Africa 3 3 2 3 2 4 4 1 4 2 3 2 3 South Africa 0.28 1.11 0.86 1.31 0.60 -50bps 70 56 61 67 South Africa 4.97 5.77 5.82 5.82 5.90 13bps 98 53 50 55
South Korea 3 2 3 3 2 4 4 1 1 2 2 1 4 South Korea 1.40 2.05 2.25 2.45 1.51 -54bps 83 60 60 98 South Korea 3.13 3.85 3.98 3.93 3.75 -10bps 98 61 54 65

Taiwan 3 2 3 3 1 4 3 1 2 2 1 4 3 Taiwan 2.32 3.76 4.37 3.42 2.64 -112bps 96 69 80 75 Taiwan 2.45 3.06 2.99 2.95 3.01 -5bps 97 56 53 54
Thailand 4 2 2 2 2 4 1 4 4 1 4 2 4 Thailand 1.50 4.09 3.34 3.91 3.08 -101bps 97 63 60 65 Thailand 0.52 -0.24 -0.44 0.06 -0.04 21bps 85 59 73 55

Turkey 3 2 3 3 3 4 1 4 2 3 1 1 1 Turkey 5.93 2.60 2.88 3.00 3.17 56bps 98 54 52 53 Turkey 56.10 62.15 59.45 56.80 45.47 -1669bps 98 77 77 98
MODE/MEDIAN 3 2 3 3 3 4 4 4 4 1 1 1 4 MODE/MEDIAN 2.32 2.60 2.68 2.96 2.77 16bps 69 60 60 60 MODE/MEDIAN 4.63 4.21 4.22 4.32 4.37 16bps 88 62 58 62

Data Source: Government Statistic Agencies, BIS, World Bank, and IMF. Intellectual Property of Hedgeye Risk Management.
LIGHT BLUE header = Hedgeye Nowcast Model estimates. BLUE header = Hedgeye Comparative Base Effects Model estimates. GREEN/RED shading in GDP and CPI projections denotes sequential acceleration/deceleration.

Conditional probability inversely proportional to the prior base rate's percentile score within a 95% confidence interval band around the projected GROWTH or INFLATION rate in a given quarter.

Actuals Estimates

11/30/2023

Strength Of Signal
Conditional Probability Of Est. Δ

Strength Of Signal
Conditional Probability Of Est. Δ

Hedgeye Macro GIP Model Signals GROWTH
Real GDP YoY

INFLATION
Headline CPI YoY
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The Quads Are Global

Data Source: Government Statistics Agencies, BIS, World Bank, IMF 33

Stock Market Bond Market Currency

Hedgeye Global 
Macro Risk Monitor

4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E
6-12M
Trend

Percentile
of Latest
Reading

(T3Y)

6-12M
Trend

Percentile
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Reading

(T3Y)
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Trend
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Reading

(T3Y)
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Trend

Percentile
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Reading

(T3Y)
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Trend
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Reading
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Trend

Percentile
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Reading
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Trend

Percentile
of Latest
Reading
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Percentile
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Hedgeye Global 
Macro Risk Monitor

Private 
Nonfinancial 

Sector Leverage
(Z-Score; T5Y)

Private 
Nonfinancial 

Sector Debt Service 
Ratio

(Z-Score; T5Y)

Headline 
Unemployment 

Rate

35-54 Year-Old 
Population Cohort
(5Y-Forward CAGR)

Sovereign Budget 
Balance as a % of 

Nominal GDP

Current Account 
Balance as a % of 

Nominal GDP

Twin Surplus 
(+)/Deficit (-) 

Balance as a % of 
Nominal GDP

MSCI Index Price-
to-NTM-Earnings 
Ratio Spread vs. 

MSCI ACWI
(Z-Score; T3Y)

10Y Sovereign Yield 
Spread vs. 10Y 

German Bund Yield
(Z-Score; T3Y)

Broad Real 
Effective Exchange 

Rate
(Z-Score; T3Y)

Argentina 4 3 2 3 3 3 3 2 3 2 2 4 68% 3% 6% - - 100% 17% 100% - - Argentina 0.1x 0.0x 11.0% 1.5% -9.0% 0.5% - 1.9x 0.0x 0.5x
Australia 2 3 2 2 3 3 4 4 4 1 1 4 6% 20% 15% 0% 17% 30% 63% 64% Australia -0.4x -3.2x 6.6% 1.3% -7.8% 2.3% - 0.0x 0.6x -0.4x
Austria 2 2 3 3 2 4 4 4 1 4 1 1 6% 3% - - 20% 46% 3% 40% 66% Austria 3.6x 0.0x 6.2% -1.1% -10.0% 1.9% - -0.8x 0.7x 1.9x
Belgium 2 3 3 3 3 1 4 1 4 2 2 1 9% 0% 6% - - 63% 26% 3% 66% Belgium 1.0x -0.9x 5.8% -0.4% -10.3% 1.4% - -1.1x 0.8x 0.0x

Brazil 3 2 2 4 4 1 4 3 2 3 3 2 76% 62% 31% 26% 89% 11% 26% 26% Brazil 1.4x -1.2x 14.2% 1.2% -15.3% -1.7% -17.1% -0.1x -1.2x 1.5x
Canada 3 3 2 4 4 4 4 3 4 2 4 2 21% 18% 24% 6% 17% 0% 17% 40% Canada 3.1x 0.5x 8.9% 0.4% -15.0% -2.0% -17.0% 0.1x -0.7x -1.0x

Chile 3 3 3 3 4 1 4 1 4 1 1 2 29% 69% 20% - - 34% 46% 29% 31% Chile 2.9x 0.0x 10.9% 0.8% -8.7% -1.9% -10.6% -0.5x 0.0x 0.2x
China 3 1 3 2 4 4 1 4 4 3 2 4 50% 20% 20% 29% 31% 65% 9% 17% China 2.9x 3.0x 5.2% 0.1% -6.7% 1.6% - -1.5x -1.3x -1.9x

Colombia 3 3 2 3 3 2 4 4 1 1 4 1 6% 6% 15% 11% 60% - - 60% 77% Colombia 2.3x 0.0x 16.4% 1.0% -8.9% -3.4% -12.3% -0.9x -0.3x 2.1x
Czech Republic 2 2 3 3 4 3 4 1 1 4 2 2 42% 0% - - 14% 29% 23% 43% 37% Czech Republic 0.9x 1.3x 3.1% 0.2% -7.4% 2.0% - -0.2x -1.1x 1.1x

Denmark 2 3 3 3 3 1 4 4 1 3 2 1 74% 6% 0% 17% 51% 31% 0% 49% Denmark 0.8x -1.0x 6.0% -1.0% -4.1% 8.1% - 1.8x -0.3x -0.6x
Emerging Markets 3 3 3 2 4 1 1 3 4 3 2 4 54% 26% - - 29% - - 60% - Emerging Markets - - 6.0% - - 1.2% 1.2% 0.5x 0.9x -0.7x

Eurozone 2 2 3 3 3 4 4 4 1 2 1 1 6% 0% 0% 14% 49% 51% 23% 49% Eurozone 1.9x 1.7x 8.2% -1.2% -9.5% 1.8% - -1.7x -0.3x 1.2x
Finland 2 3 3 3 3 1 4 4 1 4 2 2 32% 21% 9% - - 26% 3% 3% 46% Finland 1.8x 0.9x 7.4% -0.3% -8.0% 0.5% - -0.3x 0.8x 1.3x
France 2 3 3 3 3 2 1 4 1 4 1 1 69% 38% 3% 0% 51% 11% 40% 46% France 3.0x 3.5x 7.9% -0.3% -11.1% -1.6% -12.7% -1.0x 1.1x -0.2x

Germany 3 2 3 3 3 4 4 4 1 3 1 1 66% 9% 0% 14% 26% 17% 17% 49% Germany 2.9x 2.7x 6.1% -1.5% -6.5% 6.9% - -1.6x -0.3x 0.8x
Greece 3 2 3 3 1 4 1 4 3 1 4 1 18% 32% 12% 34% 31% 40% 37% 49% Greece -0.7x 0.0x 17.3% -1.2% -8.0% -6.6% -14.6% -1.3x -0.8x 0.9x

Hong Kong 4 4 1 3 1 2 3 1 2 3 1 4 43% 40% 57% 17% - - - - 94% - - Hong Kong 2.1x 1.9x 6.4% -0.6% -8.5% 7.0% - -1.5x 0.0x 1.3x
India 4 3 2 4 4 2 1 3 4 4 3 1 - - 59% 27% 46% - - - - 20% - - India 1.7x -0.1x - 2.1% -4.1% 1.3% - 0.1x -1.4x 0.4x

Indonesia 2 3 2 2 3 1 1 4 4 4 4 4 - - 27% 17% 43% - - - - 49% - - Indonesia -0.2x -0.6x 7.1% 0.8% -6.3% -0.4% -6.7% -1.1x -1.3x 1.1x
Ireland 2 3 2 2 1 4 4 4 4 1 1 1 37% 6% 3% 9% 35% - - 23% 57% Ireland -1.4x 0.0x 6.8% 0.2% -6.3% -6.5% -12.8% -2.0x -0.5x 1.0x
Israel 2 3 3 3 3 1 4 1 4 4 1 2 100% 16% 37% - - 0% 6% 51% 43% Israel 0.5x 0.0x 4.7% 1.5% -12.0% 5.3% - -0.8x 1.8x -2.1x
Italy 2 3 3 3 3 1 4 4 1 2 2 2 18% 26% 6% 6% 49% 9% 6% 51% Italy 0.8x -0.4x 9.8% -1.9% -11.5% 3.9% - -1.4x 0.5x 0.7x

Japan 3 3 2 3 3 1 4 4 1 4 4 1 60% 66% 17% 3% 69% 60% 77% 66% Japan 3.3x 3.5x 3.0% -0.9% -12.7% 3.0% - 0.2x -1.0x -1.3x
Malaysia 2 1 2 2 4 4 4 1 1 2 3 4 - - 12% 14% 11% - - - - 14% - - Malaysia 3.4x 2.7x 4.8% 0.0% -6.3% 4.2% - 0.4x -1.4x -2.2x
Mexico 3 2 2 2 4 4 4 4 1 3 3 2 15% 38% 37% 94% 89% 100% 11% 34% Mexico 2.9x 1.8x 4.3% 1.6% -4.9% 1.9% - -0.8x -0.2x 2.0x

Netherlands 2 3 3 3 4 4 4 4 1 2 1 1 51% 3% 70% 3% - - 9% 9% 46% Netherlands -1.1x -1.3x 5.1% -1.3% -6.9% 5.2% - -2.1x 0.9x 1.2x
New Zealand 2 3 3 1 4 4 4 4 1 1 2 3 20% 50% 9% 3% 57% 100% 36% 27% New Zealand 2.4x 0.0x 4.9% -0.3% -8.5% -1.0% -9.5% -1.0x 0.6x 0.1x

Norway 2 4 3 3 4 2 4 4 1 3 1 2 71% 0% 23% 6% 27% - - 34% 77% Norway 1.6x 1.9x 5.0% 0.2% -2.2% 1.1% - -0.6x -0.9x -1.6x
Peru 3 2 3 3 4 3 4 4 1 1 1 2 - - 9% 50% - - - - - - 26% - - Peru 0.0x 0.0x 15.1% 1.9% -8.9% 1.1% - -0.3x -1.2x 1.5x

Philippines 1 1 3 2 3 3 4 1 4 1 2 4 - - 65% 15% 60% - - 82% 51% - - Philippines 0.0x 0.0x 8.7% 1.7% -8.6% 3.5% - -1.8x 0.0x 1.7x
Poland 2 2 3 3 3 4 4 1 1 1 1 2 29% 29% 0% 26% 100% 71% 29% 51% Poland -1.0x -1.5x 6.2% 1.2% -9.5% 4.1% - -0.4x -0.4x 1.4x

Portugal 2 2 3 3 3 4 1 4 4 4 1 1 20% 12% 6% - - 37% 14% 31% 51% Portugal -0.7x -0.8x 7.3% -1.2% -8.0% -1.0% -9.0% -1.8x -0.5x 0.2x
Russia 2 3 3 1 1 1 1 2 3 2 2 3 94% 57% 26% 97% 100% 69% 49% 37% Russia 2.1x -0.8x 6.1% 1.5% -4.4% 2.5% - -0.3x 1.0x -0.9x

Singapore 3 3 2 3 4 4 1 1 2 1 4 4 15% 60% 37% 46% - - 55% 57% - - Singapore 3.2x 0.0x 3.2% -0.5% -14.0% 16.7% - -1.4x -1.6x 1.7x
Saudi Arabia 2 2 2 3 3 4 4 4 1 1 1 2 - - - - - - 80% - - - - 20% - - Saudi Arabia 1.3x 0.0x - 1.6% -12.7% -3.1% -15.8% -0.2x 0.0x 1.0x
South Africa 3 2 3 2 4 4 1 4 2 3 2 3 62% 21% 34% 3% 36% 34% 54% 54% South Africa 2.3x 1.0x 32.5% 2.7% -15.1% 1.8% - 0.5x 0.0x -1.4x
South Korea 2 3 3 2 4 4 1 1 2 2 1 4 9% 40% 40% 37% 37% 11% 60% 49% South Korea 2.6x 2.3x 4.2% -1.1% -4.8% 4.4% - 1.5x -1.2x -0.1x

Spain 2 3 2 3 4 1 4 4 3 4 2 1 66% 21% 3% 3% 54% 23% 37% 57% Spain 0.0x 0.0x 16.1% -1.5% -12.2% 0.6% - -1.1x 0.6x 0.2x
Sweden 2 3 3 3 3 1 4 4 1 2 1 2 49% 56% 31% 11% 37% 11% 43% 66% Sweden 1.9x 2.7x 8.1% -0.1% -4.8% 5.9% - -1.0x -0.7x -1.6x

Switzerland 3 3 3 3 4 2 4 4 2 4 2 2 49% - - 23% 6% 9% - - 49% 51% Switzerland 2.3x 2.6x 3.3% -0.5% -4.2% 0.5% - -0.4x -1.6x 1.7x
Taiwan 2 3 3 1 4 3 1 2 2 1 4 3 49% 37% 31% 37% - - - - 83% - - Taiwan 0.0x 0.0x 3.8% 0.0% -2.2% 14.2% - 1.6x -1.4x -1.3x

Thailand 2 2 2 2 4 1 4 4 1 4 2 4 44% 26% 51% 3% 100% - - 9% 46% Thailand 2.6x 1.2x 1.9% -0.8% -5.2% 4.2% - -1.2x -1.0x -0.5x
Turkey 2 3 3 3 4 1 4 2 3 1 1 1 50% 35% 34% 20% 100% 9% 71% 97% Turkey 1.8x -1.0x 12.9% 1.3% -6.4% -4.5% -10.9% 0.3x -1.3x -0.1x

United Kingdom 2 2 3 3 3 4 1 1 4 4 1 2 43% 79% 9% 23% 60% 91% 34% 46% United Kingdom 2.0x 1.6x 5.2% -0.2% -16.7% -2.9% -19.6% -0.8x 1.2x 1.7x
United States 2 3 3 4 4 1 1 1 4 4 3 1 0% 11% 26% 9% 20% 20% 17% 17% United States 3.7x 1.4x 6.7% 0.4% -15.8% -2.7% -18.5% 0.6x 1.0x 1.2x
MODE/MEAN 2 3 3 3 4 4 4 4 1 4 1 1 41% 28% 21% 9% 50% 35% 37% 49% MODE/MEAN 1.5x 0.6x 8.0% 0.2% -13.6% 0.1% - -0.5x -0.2x 0.3x

Manufacturing PMI Consumer Conf.
11/30/2023

Data Source: Government Statistics Agencies, BIS, World Bank, and IMF. Intellectual Property of Hedgeye Risk Management. LIGHT BLUE header = Hedgeye Nowcast Model estimate. BLUE header = Hedgeye Comparative Base Effects Model estimates. Asterisk denotes Manufacturing PMI if the economy is devoid of a Composite PMI data series.

11/30/2023
Economic Cycle Risk

High-Frequency Economic Data Signals Financial Market Valuation Signals
Consumption Manufacturing Business Conf. Headline CPI Core CPIHedgeye ForecastsActuals Exports

Structural Economic Risk Factors
Global Capital Cycle Risk

GIP Model Signals
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Q3 2023 Macro Themes

We’re now slouching into month 20 of global/local macro deceleration, and the slope of the macro lines that matter remains negative. The 
Manufacturing economy is contractionary, Services is in discrete deceleration, credit availability is in conspicuous contraction, 
commodities & industrial metals are making lower lows, Europe is back to recessionary prints and the failed China re-opening catalyst 
has already pivoted to outright cuts & incremental stimulus. We’ll discuss why quad 4 credit risk will continue to simmer and  detail the 
consumer, labor & profit cycle implications associated with the cycle progressively transitioning from tethering to income/savings 
towards a more conventional tether to policy/credit at the same time that residual excess savings face exhaustion, income/discretionary 
consumption shocks (student loan repayments) lurk in queue and further fed tightening reflexively amplifies the macro deceleration.

This time is different – the Chinese economic engine won’t be bailing out global growth as it did in the Post-GFC period.  The promise of a 
great Chinese reopening has underdelivered, and the developed market consumption shift from goods to services has additionally 
weighed on Chinese manufacturing activity. Nowhere is this story told better than in the steady YTD downtrend across industrial metals, 
with recent easing in Chinese monetary policy further confirming this dynamic.  Meanwhile, the European continent, having been spared 
from an energy crisis this past winter, is increasingly under the weight of elevated inflation, torpid manufacturing activity, tightening 
credit conditions, and renewed central bank hawkishness. More broadly, the confluence of weakening global demand concentrated, for 
now, within the goods economy and the new cost-of-capital reality terrorizing Capex plans worldwide; the #Quad4 industrial recession 
remains a persisting reality.

With growth expected to land in the top-half of the Quad Matrix (accelerating) over the next two quarters for each of these three 
geographies and with the signal incrementally confirming this trajectory, we are favoring foreign equity exposures in Japan, India, and 
South Korea.  Japan is enjoying comparatively moderate and decelerating inflation while monetary policy remains accommodative and 
domestic spending is expected to increase in the post-pandemic yolo fashion of other developed economies that had relaxed Covid era 
restrictions much earlier. India also enjoys a comparatively superior fundamental setup with buoyant domestic demand fueled by 
government spending, moderating commodity prices, and strong credit growth.

Quad4 US Profit Recession & Credit Event, Reiterated

China, Europe, and the #Quad4 Industrial Recession

Long Japan, India, and South Korea

34Data Sources: Hedgeye Estimates
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Q4 2023 Macro Themes

Easy CPI comps are fully rearview, Headline & Supercore Inflation are reaccelerating, Demand growth is back to Trend deceleration following the 

countertrend bounce in July and the inimical margin-negative Quad 3 duo of Demand ↓, Prices ↑ has now defined the prevailing reality domestically 

since late July. Meanwhile, the global/local industrial-mfg recession remains entrenched, the consumer retrench continues to intensify and the list of 

income/discretionary consumption shocks in queue continues to layer as “the Convergence” thesis we promulgated in 2Q remains on time and on 

script. We’ll detail where we are on that Convergence timeline, how long we expect the Stagflationary mojo to persist and how we’ll risk manage & 

allocate inside the current, idiosyncratic version of Quad3.

Federal spending saved Headline GDP in 1H with government sponsored reindustrialization initiatives supporting some of the highest nonresi 

investment contributions to GDP in 40 years. We’ll outline the probable trajectory of the fiscal impulse and the attendant growth/inflation/rates 

implications, discuss whether we’ve transitioned to a new secular regime of fiscal dominance and detail the multi-duration risks and allocation 

considerations associated with the vertical ascent in deficits/debt/interest expense nested within the secular evolution of Fourth Turning dynamics.

With both the signal and Quad outlook having deteriorated since the start of the quarter, we're changing our view on Japan to bearish, while 
maintaining our favorable view on India. Japanese ISM and Services prints have recently turned down and the Quad outlook now suggests Quad 4 
beginning in Q1 and running through Q3 2024. Importantly, the signal confirms the outlook. Meanwhile, India is enjoying a comparatively strong 
fundamental setup with buoyant domestic demand fueled by government spending, moderated commodity prices (excluding Oil), and strong credit 
growth. Lastly, real growth on the European continent is poised to remain slow through at least 4Q23 as economic gravity imposes itself through the 
dual vectors of sticky-high inflation (worsened by recent dollar strengthening and energy reinflation) and credit tightening as the global industrial 
recession continues to focus much of its impact in Europe with manufacturing activity hurting from weakened global goods demand and the new cost-
of-capital reality terrorizing Capex plans worldwide.

USA #Quad3 Stagflation

The Big (G): Deficits & Debt

Long India vs. Short Japan & Europe: 

35Data Sources: Hedgeye Estimates
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Q4 2023 Macro 
Themes

USA #Quad 3 Stagflation

36
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THE CONVERGENCE

Data Source: Factset, Bloomberg

Our 2023 Conceptual Frameworks Remain On Time & On Script!

37

2023: Twin Transitions
Introduced March 2023

CONVERGENCE
 The Progressive Build & Slow Convergence of Macro Constraints

Introduced June 2023
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3Q Redux: Cycle-Time ≠ Calendar-Time

38Data Source: Factset

UPDATE: 23-Months of Deceleration & Counting for the most Sloth-ian cycle in modernity.  #TheCycle Does Not Move At the Speed of Breathless Social Media Myopia

UPDATE
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3Q Redux: Mega-Cap Tech & Mega “G” = The Economy

39Data Source: Factset, BEA

UPDATE → Government spending growth remained near the highest levels in decades in 3Q while the Performance Titanic has gone peak tilt. 
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Fundamentally … The Funhouse Mirror of Reported Data

Data Source: Factset, BEA

Things invariably look “best before the (cycle) crest” as the top of the cycle always appears strong, by definition, … until it’s not (ie 3Q07 GDP of 4.9%).  GDP 
in the GFC period received serial large-scale negative revisions for years.  Something broke between the Household & Establishment estimates of 
Employment in March 2022 which has still not resolved. 
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NFP = revised lower in eight of nine months this year.  For perspective, the last time we had 7 consecutive negative revisions was during the GFC. 

NFP → A YEAR OF NEGATIVE REVISIONS

517

311

236
253

339

209
187 187

336

472

248

217 217

281

105

236

165

297

(45)
(63)

(19)
(36)

(58)

(104)

49 

(22)
(39)

-150

-50

50

150

250

350

450

550

650

Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23

Thousands ('000s) Original Report Revised Report Revision

-9%

-20%

-8%

-14%
-17%

-50%

26%

-12% -12%

-60%

-50%

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23

Revision (% of Originally Reported Value)



© Hedgeye Risk Management LLC. 42Data Source: BLS

2023 is on track for one of the three worst years for downward revisions since 1979.

2023 = -449K In Cumulative Negative Payroll Revisions … So Far
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April ‘22-March’23 Also Revised Lower By -306K

Data Source: BLS 43

The “Great Shape” Spread
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Response Rate: Current Employment Statistics

The Response Rate to the Employment Survey continues to make lower lows while the birth-death adjustment remains at peak squirreliness.  

Signal ↓, Noise ↑ 

!
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All Good … Just A Casual $1.1T In Savings Revised Away!

Data Source: BLS, Bloomberg 44
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AND SURELY HEALTH INSURANCE COSTS ARE DOWN -34% Y/Y AND ACCURATELY CAPTURE THE REAL-LIFE COST ASSOCIATED WITH COVERAGE!  .. We Digress

This is serious though … when the magnitude of revisions are so large that it effectively leads to the opposite analytical conclusion relative to the 
conclusion derived from the initial data, the data integrity/investment conclusion/capital allocation implications are significant
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JULY

REARVIEW REPORT:  JULY = The Peak in the Countertrend Bounce

Data Source: Factset

Is July setting up as a January redux?  Yes, (very) Probably

UPDATE:  Aug/Sept = ↓

45

JULY

• Peak AI Euphoria

• Peak “Barbenheimer”

• Peak Summer Concert (Swift, Beyonce, etc)

• Sub 7% Mortgage Rates

• Trough In Gas Prices

• Peak in Equity Prices

• 12-month/cycle low in the Savings Rate

….. All of those are either nonrecurring or 
have since reversed

JAN
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Oh … that Positive Distortion Palooza from January is now on the immediate Comp horizon!



© Hedgeye Risk Management LLC.

“Soft-Landing” → The Contra-Signal Timing Was Sublime! 

Data Source: CNN, Cleveland Fed, Bloomberg 47

The latest amidst a storied history of soft-landing prognostications gone unrealized?
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48Data Source: Google Trends

Google Trends: Recession ↓, Soft Landing ↑ … Has to Be Good Right?

?

1H08

There’s obviously not a meaningful sample size but the historical pattern whereby “soft landing’ optimism gives way to recessions reality (ie 2008-2009) is 
not particularly inspiring

UPDATE: “Soft-landing” Trending Down, “Recession” Trending Up
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PROCESS: The #Quad3 Pivot …& Piv-out 

July 28th 
Pivot to Long 
XLE/Quad3 

Inflation 

Pivot to Long 
URA & Select 
Commodities

Oct 30th
XLE = Neutral 
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PROCESS (& Patience) > PANIC

Data Source: Factset, Hedgeye Risk Management

In The Arena, Trying Stuff …. 15 Years In The Fishbowl!

51

Late June – Late July Last 10 WeeksProcess > Panic
2008- Present: 7364 #Timestamped Positions
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New Quarter, Same TREND:  Let’s Keep the 4Q ‘Captain Obvious’ Fundamental Review Tight

Data Source: Factset, BLS

UPDATE → No Change in TREND

53
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Luxury Goods Consumption→ Negative, Month 12
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UPDATE → No Change in TREND … and looks like we won’t successfully comp the beginning of negative comps in October.
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Services Consumption → No Change in TREND

Data Source: Factset, BLS

The Jan Countertrend bounce subsequently resolved lower and July is setting up as a similar deviation.  Using 2Y Avg growth (right chart) to 
help normalize for comp dynamics, the RoC TREND remains clear. 

UPDATE: July = January = Counter-trend bounce … then back to decel 

55
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bounce
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CAPEX → No Change In TREND

Data Source: Factset, BLS 56
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Manufacturing → No Change In TREND 

Data Source: Factset, BLS 57
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UPDATE → More TREND Decel. *Note: Defense & Auto production ahead of impending strikes supported Activity in September
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Industrial Production → Dr. Zero

Data Source: Factset, Federal Reserve 58
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**The Auto Strike will likely tag the reported IP/MFG production data for Oct**
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Global/External Activity → No Change In TREND 

Data Source: Factset, BLS 59
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STAG-TEMBER → SHOCK-TOBER!

Data Source: Factset, Bloomberg

The Income Shock & Discretionary Consumption Beatings Will Continue Until Morale (& Wage/Consumption Growth) Capitulate!

60

The Morale Capitulation Calendar 

1Q: SNAP Benefits End

2Q/3Q: Excess Savings Exhausted

2Q/3Q: SNAP Reduction pt. 2 ($391/child → $120/child)

Sept 1st:  Student Loan Interest Begins (re)Accruing

Sept 14th: IRS Halts ERC Payments ($250B)

Sept 15th: UAW Strike Begins (Economic cost = $200-600M/Day)

Oct 1st: Student Loan Repayment Begins ($10-15B/Mo)

Oct 1st: Government Shutdown, Again! (-0.2% GDP/Wk)

Oct 1st: Childcare-Cliff ($24B Funding Expiring, ~3M Impacted) 

Oct 4th: Kaiser Permanente Worker Strike (75K HC Workers)

Oct 15th: California Tax Extension Deadline – The Bill is (Finally) Due 

4Q23: Health Insurance Premium Spike 

4Q23-1H24: Continued Unwind of Pandemic Medicaid Coverage. 
(Coverage Loss for 8-24M people)

4Q23-3Q24: EIDL Pandemic Loan Repayment ($380B in Loans)
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Government Shutdown

Data Source: Factset, BLS, Bloomberg

UPDATE = Averted, Maybe! … the impacts below still hold if shutdown risk intensifies this week.  *Note that the Employment 
data for November was already collected so a shutdown on 11/20 would not impact the Dec NFP
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2013 
Government 

Shutdown

Shutdown Impact Summary

GDP: Fed Baseline Estimate = -0.2% hit to GDP/week

Employees: Federal Employees Paid Retroactively, Federal Contract 
Workers Unpaid (in prior shutdowns)

Unemployment: Household Survey Period = Oct 8-14. Federal Workers 
on furlough counted as unemployed (or on Temporary Layoff)

NFP: Furloughed Federal Workers = No impact on BLS estimate of 
NFP from Establishment Survey

Jobless Claims: Federal Workers are line-itemed separately & 
shouldn’t directly impact headline number

Data Reporting: September data (for October release) mostly already 
collected. October could be heavily impacted wrt data collection & 
quality of Survey responses.  October CPI data collection – which 
spans the whole month and is labor intensive - could be 
meaningfully impacted.

Services: Potentially significant disruption of administrative 
support services associated with federal agencies (ie tax returns 
request processing for real estate transactions, etc)
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UAW Strike

Data Source: Factset, Bloomberg

UPDATE: The UAW strike impacted NFP by at -30K while also idling associated production activity.  Preliminary agreements were reached and 
workers are mostly back on the job.  75K striking Kaiser Permanente Healthcare Workers also successfully came to terms. 
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UAW Strike

Data Source: UAW, Kaiser Permanente, Bloomberg

UPDATE = Higher (wage growth) For Longer …. UAW workers have secured large pay/benefit increases with similar terms from GM/Ford.  
Strikes/Union negotiations have also secured big pay increases for hundreds of thousands of workers.  Wages will step higher by at least 5% 
per year over the next 3-5 years. 
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UAW
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Kaiser Permanente
+21% (>5% per yr)

UPS

>5% per yr
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✋Cease & Desist! ERC → $250B in Consumption Support Now Stiff-Armed
The ERCT was a Pandemic credit available to small businesses and non-profits as an incentive to keep works employed and allowed small businesses to receive up to 
$26,000 per employee.  It’s been fraught with fraud & abuse … which is why the IRS shut it down in September.  The spending associated with this $250B in payments to 
individuals/small business owners will have a tail but it will definitely build as a progressive drag on discretionary consumption
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IRS Offers Claimants Opportunity to Withdraw Their Claim via 

A Get Out Of Jail Free Card
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While Inflation Has Lowered the Impact of Fixed Rate Student Loan Repayments, We Are Looking at ~1.5 Percentage Point Growth Headwind 
to Real PCE Come September 2023 

STUDENT LOANS → Discretionary Consumption Drag In Motion 
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SHOCK-TOBER

Data Source: Factset, Bloomberg

UPDATE: Shock-tober is nearly undefeated thus far in RoC & fundamental deterioration terms
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OCT → New Orders = 6-Month Low & 14th Straight Month of Contraction 

Data Source: Factset, BLS 67
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OCT → Service Sector Revenue ↓↓, Current Conditions = New Low  

Data Source: Factset, BLS 68
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OCT → Small Business Revenue ↓↓, Cost of Capital ↑↑

Data Source: Factset, BLS 69
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OCT → Loan Growth = Now (-) Y/Y, Consumer Confidence ↓

Data Source: Factset, BLS 70
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OCT → Credit Conditions = New Lows, Negative Guidance = New Highs

Data Source: Factset, BLS 71
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OCT → TEMP STAFFING & OVERTIME HOURSE = NEW LOWS

Data Source: Factset, BLS 72
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The most leading components of the labor data continue to deteriorate. 
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The Decline in Hours Worked turns positive real hourly earnings growth into negative real weekly earnings 
growth … ie less actual money/purchasing power on a weekly basis. 

Data Source: Factset, BLS 73
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OCT → Permanent Job Loss ↑, Duration of Unemployment ↑

Data Source: Factset, BLS 74
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CRITICAL THESHOLDS & CAPITULATIONS
The Consumer …
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Household Interest Payments Up ∞ Dollars!

Data Source: Factset, BEA, FRED 

Interest Income is obviously up as well but interest payments are growing more than interest income (RH chart). And Its 
really only the top Income quintile that disproportionately benefits from interest income anyway.    
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Consumer Foreclosures & Bankruptcies … #UpOnly

Data Source: NYFED 77

UPDATE: 3Q DATA = (A LOT) WORSE.  The Consumer Foreclosure/Bankruptcy/Delinquency cycle continues to accelerate.  There remains effectively no data 
suggesting that the prevailing trend somehow arrests & reverses.
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Millennials/Gen-Z Leading the Capitulation

Data Source: Factset, Bloomberg

UPDATE: A step function higher for Gen-Z in recent months and Higher Highs in Credit Card delinquency rates for 
Millennials 
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Sigh … Gen-Z/Millennials Building the BNPL (Buy Now Pay Later) “Bridge” To Nowhere

79Data Source: LendingTree Survey (n=1000+)
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Sooo … the individuals – primarily Gen-Z & Millennials - with the least capacity to take on incremental debt are using 
BNPY services as bridge loans to buy everyday items and then missing a meaningful percentage of payments.  
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80Data Source: Federal Reserve

Small Bank CC Delinquency Rate = ATH
This is fine … 
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Is The Consumer Capitulation In Motion?

Data Source: Factset, Bloomberg

UPDATE: Does the below look better? …. Take a mosaic or preponderance of evidence approach to interpreting this section 
of slides. That balance of consumption growth risk should be self-evident. *Also note the looming January comps  
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Squeeze = Intensifying:  We’re Just Going To Keep Updating This Chart

Data Source: NY FED, Federal Reserve

UPDATE: Balance ↑, Interest Rate ↑ (AGAIN).   Either consumers continued to borrow more as interest rates rose further in an attempt to smooth consumption or the 
increase is due to accrued interest, in which case those balances will continue to compound and further strain the capacity for discretionary/pseudo-discretionary 
consumption.
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Initial Speculation = They Can’t Pay.  Growing Confirmation = They Can’t Pay

The latest NY Fed data showed consumers failed to pay down (post-holiday) credit card debt in 1Q for the first time in at least a decade.  When we first got 
the data we speculated around why.  A growing body of evidence has since supported that initial speculation
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Psst … They Can’t (Pay)!

Data Source: NY FED, J.D. Power 84
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2023: 1st time ever the % Rolling CC 
debt is Greater than % Paying in Full
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Credit Card Delinquency Rate By Age: 18-39YOA Current

UPDATE: 3Q DATA =WORSE.  Delinquencies are at GFC levels and rising and more CC customers are rolling debt than paying it off on a monthly basis for the 
first time ever
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Consumer Loan Rejection Rates ↑↑, Availability of Credit ↓↓

Data Source: NY Fed

UPDATE: Credit Availability ↓, Again.  Consumer May Very Likely Not Be Able To Borrow Even If They Wanted To.  Lending 
Conditions are deteriorating, and the consumer credit box is tightening, quickly.  
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Not A Coincidence → Inflation/Cost of Living Re-accelerating, Difficulty Paying for Typical Expenses ↑

Data Source: Census Bureau Pulse Survey, Fidelity 86
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!

UPDATE: NEW HIGH in percentage of households being squeezed.  It’s certainly doesn’t appear to be isolated as the mosaic 
of confirming data continues to layer.   
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Food Scarcity & Utility Shutoff Rates = Higher Highs 

Data Source: Census Bureau Pulse Survey, Propel 87
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UPDATE: Different Metric, Same Consumer Squeeze Intensifying Signal = NEW HIGH
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“Excess Savings”: From BAD → WORSE  
The latest 2Q Data is not encouraging.  The purchasing power associated with Savings for the bottom income quintile is down -8% vs. 4Q19 and has been 
negative for a full year. 
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Quick Intermission: A Model and A Mantra

• The Rich disproportionately Benefit from Higher 
Rates as they get paid on their excess liquidity. 

• The Rich disproportionately Benefit from 
reflation in asset prices as they own a 
disproportionate share of financial assets. 

• Big Banks consolidate share amidst Banking 
Stress & Liquidity flight

• Large Cap as a factor exposure outperforms 
amidst Quad 4 precarity

• Bottom Slant of the K gets plugged with higher 
(cost of living) inflation while broadly missing 
out on the income upside associated with 
higher rates

• Bottom Slant of the K loses discretionary 
consumption capacity as share of wallet goes to 
service higher debt costs

• Bottom Slant of the K becomes increasingly 
vulnerable to income shocks (ie end of student 
loan moratoria) as any residual cash cushion is 
exhausted and the above play out in reflexive & 
compounding fashion.

• Markets: high beta, smaller cap, non-profitable 
spec growth 

• Credit: smaller cap, weaker balance sheet,  
lower earnings

• Macro: lower income, low savings, less 
assets/collateral, more rate sensitive, more 
vulnerable to income

FRAGILITY MANIFESTS FIRST AT THE FRINGES Fourth Turning Tinderbox

Macro Tightening Impacts 
the Fragile First

Impact progressively metastasizes 
up the quality and vulnerability 

hierarchy so long as Quad3/Quad 4 
Remain the Trajectory
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The Impact Is Metastasizing
Collectively, The Bottom 80% of the Income Distribution Has Now More Than Exhausted Their Savings/Consumption Cushion. The Purchasing Power 
associated with that savings is now -3.4% below 4Q19 levels. 
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ALL THAT’S LEFT IS THE DEBT …..
*UPDATE: We should get the 3Q update in the next couple weeks
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4Q KISS: Let’s Keep It Simple Here In 4Q
If the Cost of Capital Is Rising …. 
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Labor Remains Tight

Data Source: Factset, Bloomberg 93
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the prime age employment-to-population ratio is back at 4-decade highs (i.e. Tight) and wage input costs continue growing faster than output 
prices.
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Pricing Power is Past Peak & Falling 
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SVB 
Collapse

EVERY

SINGLE

WEEK

Cost & Availability of Corporate Credit Is Tightening

Data Source: Factset, Bloomberg 95

DOWN

UPDATE = Credit continues to tighten and loan growth slow … which will continue to feed threw to economic activity in 
feed forward fashion. 
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The Cost & Availability of Consumer Credit = ↓
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UPDATE = Still tightening … & the gray line (retail sales) still has some recoupling to do with the black line (consumer 
credit availability)
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The Credit/Bankruptcy Cycle Remains In Motion

Data Source: Factset, Bloomberg

Corporate Credit Rating Downgrades are now at the highest level in over a decade (ex-Pandemic peak) and the corporate 
bankruptcy cycle has clearly lnflected … and will continue north as macro pressure persists and ZIRP era debt gets rolled.  
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Demand Is Slowing And The Fed Remains Tight Into the Macro Capitulation

Data Source: Factset, Bloomberg

We are “recession” agnostic and RoC-centric.  Consider the preponderance of confluent data we’ve presented and think 
about whether the balance of risk is towards an imminent immaculate (positive) inflection or further deceleration.
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Now Breathe! NOV → A Quantum of (comp) Solace!

Data Source: Factset, BLS 99
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Shock-tober → November where easy comps and a reversal in UAW impacts (add 30-45K to NFP, IP/Auto Manufacturing rebound, Regional Survey data in 
impacted areas) should support sequential/YoY strength → January = Cycle back in driver’s seat + extremely difficult comps
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Data Source: Factset, ISM

So long as Quad3/Quad4 remains the trajectory, it’s less about divining the destination (recession) and more about 
simply risk managing The Convergence Chop and the Cycle Gravity associated with getting from Picture 1 to Picture 2. 

There’s (perceived) Scarcity Value in Sophistication.  But “Complex” and “Correct” Aren’t (necessarily) Synonymy's. 

X

1. 2.
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Q4 2023 
Macro Themes

The Big (G): Deficits & Debt
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Federal Debt has grown from $372B in 1970 to $32.3T in 2023 (+85x, aka +8,500%) 

US Federal Debt: $32 Trillion ($26T Held By Public)
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US Federal Debt: $33.7 Trillion ($26T Held By Public)

Data Source: USDebtClock.org, Eli Williams - Medium 

In the 6 weeks since our Q4 Themes Deck, US National Debt has grown from $33.1 Trillion to $33.7 Trillion.

9/27/23 11/13/23
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Data Source: BEA, FactSet

The Acceleration in Government Spending Has Been The Hero of 2023

Real Government Expenditure YoY 
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Base Effects Broadly Steepen Through 3Q24

Tailwinds Turning to Headwinds
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Data Source: Factset, BEA, Hedgeye Estimates

The Totality of Base Effects Through 3Q24 Indicate a Slowing Rate of Growth in Government Spending

Looking Forward
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Government Hiring Has Been A Rocket In 2023

Public sector jobs tend to 
average ~5% of total payroll 
growth over time. 

2023 has seen almost 20% 
of payroll growth come from 
the public sector.

107Data Source: BLS, ZipRecruiter, WSJ

It’s Not Only GDP Growth that has benefitted from Govt Spending. Payroll gains have seen the 2023 lift as well.
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CBO Outlook Next Ten Years

Table 1. 

CBO's Baseline Budget Projections, by Category

Total

Actual, 2024– 2024–

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2028 2033

In Billions of Dollars

Revenues

Individual income taxes 2,632 2,525 2,475 2,517 2,768 3,019 3,123 3,248 3,380 3,517 3,652 3,806 13,902 31,505

Payroll taxes 1,484 1,562 1,633 1,703 1,778 1,849 1,920 1,993 2,068 2,147 2,226 2,307 8,884 19,625

Corporate income taxes 425 475 479 489 495 494 506 514 520 527 527 539 2,462 5,089

Other 357 252 261 266 276 295 370 387 400 416 436 450 1,469 3,558

Total 4,897 4,815 4,848 4,974 5,317 5,658 5,919 6,142 6,368 6,607 6,841 7,102 26,716 59,777

On-budget 3,831 3,681 3,652 3,719 4,006 4,295 4,504 4,674 4,846 5,027 5,204 5,407 20,176 45,334

Off-budget 1,066 1,133 1,196 1,255 1,311 1,363 1,415 1,468 1,522 1,580 1,637 1,695 6,540 14,443

Outlays

Mandatory 4,133 3,980 3,828 4,023 4,205 4,400 4,738 4,760 5,120 5,386 5,675 6,141 21,195 48,277

Discretionary 1,664 1,712 1,845 1,939 1,995 2,055 2,112 2,153 2,209 2,260 2,313 2,373 9,947 21,255

Net Interest 476 663 745 773 835 912 1,003 1,084 1,165 1,252 1,350 1,440 4,268 10,559

Total 6,273 6,354 6,418 6,735 7,035 7,367 7,854 7,997 8,494 8,898 9,338 9,955 35,409 80,091

On-budget 5,192 5,142 5,094 5,314 5,529 5,776 6,170 6,223 6,614 6,908 7,230 7,734 27,884 62,593

Off-budget 1,081 1,212 1,324 1,421 1,506 1,591 1,683 1,774 1,880 1,990 2,107 2,221 7,526 17,498

Deficit -1,376 -1,539 -1,571 -1,761 -1,718 -1,709 -1,934 -1,855 -2,126 -2,291 -2,496 -2,852 -8,693 -20,314

On-budget -1,361 -1,461 -1,442 -1,595 -1,524 -1,481 -1,666 -1,549 -1,768 -1,881 -2,026 -2,327 -7,708 -17,259

Off-budget -15 -79 -129 -165 -195 -228 -268 -306 -358 -410 -470 -526 -986 -3,055

Primary Deficit -900 -877 -826 -988 -883 -797 -931 -771 -961 -1,039 -1,147 -1,412 -4,425 -9,755

Debt Held by the Public 24,252 25,767 27,388 29,246 31,054 32,866 34,895 36,830 39,015 41,347 43,861 46,709 n.a. n.a.

Memorandum:

Gross Domestic Product 25,016 26,238 27,266 28,610 29,932 31,251 32,525 33,811 35,133 36,488 37,874 39,288 149,585 332,179

The most recent CBO 10-
Year Budget Projection 
(Issued May 2023) assumes 
total Federal Outlays of 
$6.418T in Fiscal 2024 
(Fiscal YE Sep) vs. $6.354T 
in Fiscal 2023, a $64B 
increase. 

On a $26T economy, this 
represents just a +24bps 
increase to GDP.

Yes, but what about the IRA, 
the BIL and the CHIPs Act, 
you say?

10
8

Data Source: Congressional Budget Office

The CBO projections represent an important starting point for thinking about Govt spending.
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HOUSE-SENATE BUDGET/APPROPS TARGETS 

10
9

Data Source: CRS, CBO, PGP.org

House numbers are $140B lower than the Senate’s, and both are down from 2023 Levels.
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…. and that is not disinflationary OR good for China 

Deglobalization & Protectionism Increasingly Look Like The Next Hinge in (macro) History …



© Hedgeye Risk Management LLC. 111Data Source: IRA, CHIPS ACT, BIL Documents, Hedgeye Estimates 

Three bills together come out to roughly ~$2T in government infrastructure spending over the next 10 years. 

Here Comes The Big G! 

$1.2T
$280B

$500B
Bipartisan
Infrastructure Law

CHIPS & Science
Act

Inflation
Reduction Act
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The Inflation Reduction Act – Part 1

112Data Source: McKinsey, Bloomberg

Wait, what’s the cost of this program?
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The Inflation Reduction Act – Part 2

The Inflation Reduction Act 
was signed into law in 
August 2022. 

It was “marketed” as a 
climate-friendly, inflation-
fighting bill that contained  
$500B in new spending and 
tax incentives and was 
largely paid for by enabling 
Medicare to negotiate lower 
prescription drug prices 
with some added corporate 
taxes. 

That was the pitch back in 
2022. However, since then, 
the cost estimates have 
ballooned with more recent 
estimates for the clean 
energy/climate portions of 
the law now being projected 
at 2-3x their earlier 
estimates.

113Data Source: Eaton

How big could this thing get?
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The Inflation Reduction Act – Part 3

The Committee for a 
Responsible Federal Budget 
(CRFB) has published 
estimates of $660B in 
spending from 2022-2031, a 
meaningful increase from 
the initial estimates. 

The driver of this increase is 
the uncapped provisions for 
tax incentives for both 
businesses and individuals.

114Data Source: CRFB.org

2-3x estimated cost increase in just the last 12mos is a bit alarming.
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The Inflation Reduction Act – Part 4

Interestingly, even when one 
factors in the much higher 
more recent estimates for 
spending, the climb from 
2023 to 2024 is still 
unremarkable in the context 
of broader GDP. 

Fiscal 2023 saw IRA energy 
spending of ~$13B, while 
the forecast for Fiscal 2024 
is for ~$52B. 

That increase, $39B, on a 
GDP base of $26T, is equal 
to +15bps growth. 

Consider that student loan 
repayments will potentially 
reduce PCE by up to $48B 
per QUARTER, or roughly -
74bps.

Understandably, Industrials 
Analysts are very positively 
inclined toward this, but the 
impact in the aggregate to 
GDP is less material.

115Data Source: CRFB.org

But, amazingly, even at that pace, it still doesn’t move the gross GDP needle by much.
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The BIL contains $550B in new spending while the CHIPS Act directs $280B in new spending over 10 years.

The Bipartisan Infrastructure Law (BIL) + CHIPS Act
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The Bipartisan Infrastructure Law (BIL)

Admittedly, Government 
accounting is byzantine, 
and represents an entire 
skill set unto itself. 

That being said, we believe 
our understanding of the 
BIL outlays is on point.

The net step-ups in outlays 
(spending) from Fiscal 2023 
to Fiscal 2024 is estimated 
to go from ~$10B net in 
2023 to ~$32B net in 2024, 
for an increase of roughly 
~$22B.

Again, $22B is a lot of 
money, but only amounts to 
an increase of ~8bps in GDP.

117Data Source: Congressional Budget Office

Government Accounting is not for the faint of heart.
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The CHIPS & Science Act

The CHIPS Act looks set to 
contribute a fairly small 
amount of incremental 
spend in Fiscal 2024 
relative to Fiscal 2023. 

The Y/Y increase is equal to 
roughly ~$3B, or +1bp to 
GDP.

118Data Source: Congressional Budget Office

The CHIPS Act appears to have the smallest incremental contribution to GDP of the 3 infrastructure bills.
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CBO 10-Year Projections Revisited

Table 1. 

CBO's Baseline Budget Projections, by Category

Total

Actual, 2024– 2024–

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2028 2033

In Billions of Dollars

Revenues

Individual income taxes 2,632 2,525 2,475 2,517 2,768 3,019 3,123 3,248 3,380 3,517 3,652 3,806 13,902 31,505

Payroll taxes 1,484 1,562 1,633 1,703 1,778 1,849 1,920 1,993 2,068 2,147 2,226 2,307 8,884 19,625

Corporate income taxes 425 475 479 489 495 494 506 514 520 527 527 539 2,462 5,089

Other 357 252 261 266 276 295 370 387 400 416 436 450 1,469 3,558

Total 4,897 4,815 4,848 4,974 5,317 5,658 5,919 6,142 6,368 6,607 6,841 7,102 26,716 59,777

On-budget 3,831 3,681 3,652 3,719 4,006 4,295 4,504 4,674 4,846 5,027 5,204 5,407 20,176 45,334

Off-budget 1,066 1,133 1,196 1,255 1,311 1,363 1,415 1,468 1,522 1,580 1,637 1,695 6,540 14,443

Outlays

Mandatory 4,133 3,980 3,828 4,023 4,205 4,400 4,738 4,760 5,120 5,386 5,675 6,141 21,195 48,277

Discretionary 1,664 1,712 1,845 1,939 1,995 2,055 2,112 2,153 2,209 2,260 2,313 2,373 9,947 21,255

Net Interest 476 663 745 773 835 912 1,003 1,084 1,165 1,252 1,350 1,440 4,268 10,559

Total 6,273 6,354 6,418 6,735 7,035 7,367 7,854 7,997 8,494 8,898 9,338 9,955 35,409 80,091

On-budget 5,192 5,142 5,094 5,314 5,529 5,776 6,170 6,223 6,614 6,908 7,230 7,734 27,884 62,593

Off-budget 1,081 1,212 1,324 1,421 1,506 1,591 1,683 1,774 1,880 1,990 2,107 2,221 7,526 17,498

Deficit -1,376 -1,539 -1,571 -1,761 -1,718 -1,709 -1,934 -1,855 -2,126 -2,291 -2,496 -2,852 -8,693 -20,314

On-budget -1,361 -1,461 -1,442 -1,595 -1,524 -1,481 -1,666 -1,549 -1,768 -1,881 -2,026 -2,327 -7,708 -17,259

Off-budget -15 -79 -129 -165 -195 -228 -268 -306 -358 -410 -470 -526 -986 -3,055

Primary Deficit -900 -877 -826 -988 -883 -797 -931 -771 -961 -1,039 -1,147 -1,412 -4,425 -9,755

Debt Held by the Public 24,252 25,767 27,388 29,246 31,054 32,866 34,895 36,830 39,015 41,347 43,861 46,709 n.a. n.a.

Memorandum:

Gross Domestic Product 25,016 26,238 27,266 28,610 29,932 31,251 32,525 33,811 35,133 36,488 37,874 39,288 149,585 332,179

As stated earlier, while it’s 
possible that the CBO is 
underestimating the IRA by 
a decent amount, the 
projected increase from 
2023 to 2024 remains 
unremarkable.

Even if we gross the IRA up 
to some of the upper 
estimates out there, it still 
doesn’t move the needle by 
a meaningful degree.

119Data Source: Congressional Budget Office

At the end of the day, we come back to the CBO’s 10-Year forecast, which incorporates all of these bills.
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Q4 2023 
Macro Themes

Long India vs. 
Short Japan & Europe
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Short Europe
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Europe’s Population Is Already Past-peak.

Long-Term Demographics: Europe
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Data Source: ECB

ECB Rates have risen +450 bps in the last 15 months

ECB Rates - Tightening
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And Yet, ECB’s Tightening Has Yet to Rein In Core Inflation
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Core Headline Pre-Pandemic Average Core Inflation (June 2010 - Feb 2020)

While finally slowing, Core Eurozone Inflation remains ~4x the pre-Pandemic average.
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Liquidity moving steadfastly in reverse. Down -20% Y/Y.
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Outright negative, and ATL RoC

Eurozone M2 – Negative Growth
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127Data Source: Bloomberg

EuroAgg Corporate Average OAS

Corporate Credit Spreads are Elevated & Not Moving Any Lower
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Data Source: Bloomberg

Euro-Area Credit Impulse is trending lower. Credit Impulse is the relationship between the change in net credit 
flows relative to prior period GDP. Credit Impulses are strongly correlated with annual Real GDP growth.

Credit Availability ↓ As Credit Conditions Tightening
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Loans Made by Monetary Financial Institutions to Households (%YoY)

Eurozone Bank Lending To Households In RoC Freefall
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Data Source: European Central Bank

Loans Made by Monetary Financial Institutions to Non-Financial Corporations (%YoY)

Lending to Corporate Sector? Same Story. 
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Chinese Exports to the EU lead RoC in EU Growth by 3-4mos. Extremely weak Q2/Q3 Chinese Export numbers suggest significant weakness ahead for Q4 EU 
Growth. 

Chinese Exports to the EU ↓
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Data Source: Eurostat

Viewed in the context of the longer-term, the negative trend is particularly notable
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Eurozone Manufacturing Is Uniformly Contractionary

Eurozone Manufacturing PMI ↓
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New Orders Are Making Cycle lows and are already past the lows of 2000

German New Orders Continue To Plummet
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Eurozone Industrial Production is outright declining

Industrial Production - Negative
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Data Source: Eurostat, Bundesministerium fur Wirtschaft und Arbeit, INSEE National Statistics Office of France, INE, ISTAT, UK Office for National Statistics

Declining, Deflated, or Rolling Over – Take Your Pick

Industrial Production (YoY) : Uninspired 

Eurozone: Germany: France:
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The Services Economy is Also Uniformly Contractionary

Eurozone Services PMI Rolling Over ↓
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Data Source: European Commission

Consumer confidence is going lower

Consumer Confidence ↓
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Data Source: National Authorities, Moody’s Investor Service, The Telegraph, The Bank of England

80% of Existing Mortgages Are Indexed to Short-Term Fixed Rates

Special Mention: The U.K.’s Short-Term Fixed Mortgage Model Bomb
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Data Source: Nationwide Building Society

Mortgage Debt Servicing has reached this level only twice since 1983. 

The UK Balance Sheet Recession Momentum is Already Building
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Average: 29.5%
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Short Japan
Long India
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NTM Δ NTM Δ

3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E
3Q24E Less 

4Q23E
4Q23E 1Q24E 2Q24E 3Q24E COUNTRY 3Q23 4Q23E 1Q24E 2Q24E 3Q24E

3Q24E Less 
4Q23E

4Q23E 1Q24E 2Q24E 3Q24E

Argentina 3 4 3 2 3 3 3 3 3 2 2 2 1 Argentina -4.92 -4.47 -4.32 -1.30 0.14 462bps 56 52 92 70 Argentina 125.37 164.02 224.57 251.97 224.42 6040bps 98 98 98 98
Australia 4 2 3 2 2 3 3 4 4 4 1 1 4 Australia 1.76 0.70 0.85 1.07 0.76 5bps 94 56 59 63 Australia 5.70 4.92 4.43 4.15 3.83 -108bps 98 98 81 84

Brazil 3 3 2 2 4 4 1 4 3 2 3 3 2 Brazil 2.21 2.48 1.59 1.26 2.11 -37bps 57 73 59 72 Brazil 4.60 5.12 5.35 5.55 6.76 165bps 73 60 59 98
Canada 3 3 3 2 4 4 1 4 3 3 2 4 2 Canada 0.28 0.10 0.58 0.49 1.35 125bps 55 64 53 75 Canada 3.69 3.75 3.97 3.92 4.02 27bps 55 65 54 57

China 4 3 1 3 2 4 4 1 4 4 3 2 4 China 4.60 4.42 3.10 4.27 4.04 -38bps 54 76 74 55 China -0.07 -0.20 0.42 0.43 0.30 50bps 57 80 51 57
Eurozone 3 2 2 3 3 3 4 4 4 1 2 1 1 Eurozone 0.10 0.13 0.28 0.48 0.83 70bps 51 54 55 59 Eurozone 4.93 2.93 3.18 3.13 3.13 20bps 98 65 53 50

France 3 2 3 3 3 3 2 1 4 1 4 1 1 France 0.70 1.01 0.75 0.77 0.97 -4bps 59 57 50 56 France 5.48 4.50 4.05 3.67 3.63 -87bps 98 87 82 53
Germany 3 3 2 3 3 3 4 4 4 1 3 1 1 Germany -0.80 -0.22 -0.35 0.29 0.73 95bps 66 54 68 62 Germany 5.73 2.97 3.68 3.53 3.53 57bps 98 93 59 50

India 4 4 3 2 4 4 2 1 3 4 4 3 1 India 6.30 6.08 5.75 5.61 6.17 9bps 53 55 52 59 India 6.43 4.93 4.22 4.54 3.76 -117bps 98 89 68 93
Indonesia 3 2 3 2 2 3 1 1 4 4 4 4 4 Indonesia 4.94 4.89 4.73 4.59 4.41 -47bps 54 61 59 62 Indonesia 2.88 2.59 2.48 2.38 2.21 -38bps 64 56 55 58

Italy 3 2 3 3 3 3 1 4 4 1 2 2 2 Italy 0.00 0.02 0.07 0.42 0.52 50bps 51 51 59 53 Italy 5.80 1.67 2.02 2.23 2.42 75bps 98 69 62 60
Japan 3 3 3 2 3 3 1 4 4 1 4 4 1 Japan 1.20 1.67 1.47 0.67 0.87 -80bps 64 56 74 56 Japan 3.17 2.43 2.37 1.70 1.58 -85bps 98 55 98 59
Mexico 4 3 2 2 2 4 4 4 4 1 3 3 2 Mexico 3.30 3.58 2.06 1.62 2.00 -158bps 56 80 59 58 Mexico 4.63 4.09 4.22 4.84 5.01 93bps 88 60 93 62
Russia 3 2 3 3 1 1 1 1 3 3 2 2 2 Russia 3.45 2.26 2.31 2.37 2.45 19bps 82 51 52 52 Russia 5.15 6.83 6.93 7.25 7.32 49bps 88 52 57 52

South Africa 3 3 2 3 2 4 4 1 4 2 3 2 3 South Africa -0.09 1.17 0.92 1.37 0.67 -50bps 80 56 61 67 South Africa 4.97 5.22 5.27 5.27 5.35 13bps 65 53 50 55
South Korea 3 2 3 3 2 4 4 1 1 2 2 1 4 South Korea 1.40 2.05 2.25 2.45 1.51 -54bps 84 60 60 98 South Korea 3.13 3.85 3.98 3.93 3.75 -10bps 98 61 54 65

Spain 3 2 3 2 3 4 1 4 4 3 4 2 1 Spain 1.80 1.50 1.10 1.24 1.49 -1bps 57 59 53 56 Spain 2.60 3.68 3.42 4.00 3.52 -17bps 98 64 81 76
Turkey 3 2 3 3 3 4 1 4 2 3 1 1 1 Turkey 5.23 2.60 2.88 3.00 3.17 56bps 91 54 52 53 Turkey 56.10 62.15 59.45 56.80 45.47 -1669bps 98 77 77 98

United Kingdom 3 2 2 3 3 3 4 1 1 4 4 1 2 United Kingdom 0.60 0.42 0.07 0.52 0.63 21bps 53 55 57 52 United Kingdom 6.73 4.42 4.03 3.45 3.87 -55bps 98 73 85 75

United States 3 2 3 3 4 4 1 1 1 4 4 3 1 United States 2.93 2.43 1.54 0.62 1.07 -136bps 70 85 87 68 United States 3.51 3.27 3.22 3.29 3.14 -13bps 65 53 54 59
MODE/MEDIAN 3 2 3 3 3 4 1 4 4 4 4 1 1 MODE/MEDIAN 1.58 1.58 1.28 1.15 1.21 -37bps 57 56 59 59 MODE/MEDIAN 4.95 3.97 4.01 3.93 3.76 -21bps 98 65 60 59

Strength Of Signal
Conditional Probability Of Est. Δ

11/15/2023

EstimatesActuals
Hedgeye Macro GIP Model Signals

Conditional Probability Of Est. Δ
Strength Of SignalGROWTH

Real GDP YoY
INFLATION

Headline CPI YoY

Data Source: Government Statistic Agencies, BIS, World Bank, and IMF. Intellectual Property of Hedgeye Risk Management.
LIGHT BLUE header = Hedgeye Nowcast Model estimates. BLUE header = Hedgeye Comparative Base Effects Model estimates. GREEN/RED shading in GDP and CPI projections denotes sequential acceleration/deceleration.

Conditional probability inversely proportional to the prior base rate's percentile score within a 95% confidence interval band around the projected GROWTH or INFLATION rate in a given quarter.

Data Source: Government Statistics Agencies, BIS, World Bank, IMF

G20 GIP Model Summary

Japan Downshifting Into Quad 4 While India Set to Maintain Robust Real Growth

142
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Japan Nowcast
HEDGEYE JAPAN 

NOWCAST MODEL SUMMARY Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 3Q23 4Q23 ∆

Retail Sales YoY (3) 3.10 3.70 1.50 2.40 4.10 4.80 4.40 2.50 3.80 5.00 7.30 6.90 5.10 5.80 5.60 7.00 7.00 5.80 - - - 6.60 - -

Industrial Production YoY (1) -4.70 -2.73 -2.96 -1.82 5.66 8.73 3.13 -1.36 -2.18 -2.79 -0.59 -0.85 -0.68 4.20 0.00 -2.32 -4.37 -4.64 - - - -3.77 - -

Exports YoY (2) 12.47 15.83 19.24 19.01 22.04 28.90 25.31 19.95 11.49 3.48 6.47 4.32 2.64 0.56 1.51 -0.33 -0.82 4.33 - - - 1.06 - -

Manufacturing PMI (5) 53.5 53.3 52.7 52.1 51.5 50.8 50.7 49.0 48.9 48.9 47.7 49.2 49.5 50.6 49.8 49.6 49.6 48.5 48.7 - - 49.2 48.7 -0.53

Consumer Confidence (4) 32.4 33.1 31.7 30.1 32.2 30.8 30.5 29.7 31.0 31.3 31.3 33.9 35.4 36.0 36.2 37.1 36.2 35.2 35.7 - - 36.2 35.7 -0.47

Business Confidence (7) 48.0 51.3 49.2 42.6 47.6 49.3 48.2 46.4 46.3 49.1 52.0 54.1 55.2 54.8 53.6 53.0 50.0 49.7 49.6 - - 50.9 49.6 -1.30

Headline CPI YoY (6) 2.50 2.50 2.40 2.60 3.00 3.00 3.70 3.80 4.00 4.30 3.30 3.20 3.50 3.20 3.30 3.30 3.20 3.00 - - - 3.17 - -

Core CPI YoY (9) 2.10 2.10 2.20 2.40 2.80 3.00 3.60 3.70 4.00 4.20 3.10 3.10 3.40 3.20 3.30 3.10 3.10 2.80 - - - 3.00 - -

Headline PPI YoY (8) 10.20 9.60 9.80 9.50 9.80 10.40 9.70 10.00 10.60 9.50 8.30 7.40 5.80 5.10 4.10 3.60 3.40 2.20 0.80 - - 3.07 0.80 -2.27

Benchmark Equity Market - Mean Closing Price 1,173 1,156 1,165 1,171 1,206 1,176 1,156 1,205 1,182 1,176 1,212 1,210 1,228 1,299 1,388 1,396 1,398 1,454 1,390 1,427 - 1,416 1,408 -8

Benchmark Policy Rate - Mean Closing Price -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 - -0.10 -0.10 0.00

1Y OIS Spread - Mean Closing Price 0.87 0.92 0.96 0.88 0.83 0.91 0.89 0.88 0.83 0.71 0.69 0.66 0.67 0.87 1.00 1.14 1.14 1.17 1.25 1.36 - 1.15 1.30 0.16

2Y Sovereign Note Yield - Mean Closing Price -0.05 -0.05 -0.06 -0.07 -0.09 -0.07 -0.04 -0.04 0.00 0.02 -0.03 -0.05 -0.04 -0.05 -0.06 -0.04 0.02 0.03 0.07 0.13 - 0.00 0.10 0.10

10Y Sovereign Note Yield - Mean Closing Price 0.24 0.24 0.24 0.23 0.20 0.25 0.25 0.25 0.33 0.47 0.50 0.38 0.46 0.41 0.41 0.46 0.64 0.71 0.82 0.89 - 0.60 0.85 0.25

10Y Breakeven Rate - Mean Closing Price 0.87 0.92 0.96 0.88 0.83 0.91 0.89 0.88 0.83 0.71 0.69 0.66 0.67 0.87 1.00 1.14 1.14 1.17 1.25 1.36 - 1.15 1.30 0.16

JPY  - Mean Closing Price 126.41 128.79 134.15 136.65 135.36 143.21 147.13 142.06 134.90 130.38 133.12 133.68 133.49 137.24 141.44 141.03 144.89 147.89 149.60 150.76 - 144.60 150.18 5.58

Real Effective Exchange Rate 79.3 79.4 76.0 75.7 77.0 74.5 73.7 75.2 77.7 78.9 77.1 77.5 77.5 76.0 74.3 74.3 73.0 72.4 - - - 73.3 - -

Intellectual Property of Hedgeye Risk Management. Nowcast feature rank shown in parenthesis.
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Japan Sovereign Credit Risk Climbing Rapidly
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M2 RoC at lowest levels since 2008

M2 Growth Remains Muted
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Bank Lending RoC Inflection
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Japan Housing Starts: -12% YoY & Trending Lower
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Data Source: Ministry of Internal Affairs and Communications

Household Spending: Negative Y/Y
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Industrial Production: Trending Lower
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Machine tool orders decelerate to -21% YoY

Machine Tool Orders Continue To Decelerate
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Real GDP has diverged from exports

Japan Exports Paging Dr. Zero
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Consumer confidence not rebounding as retail sales has

Retail Sales To Start Matching Consumer Sentiment?

20

25

30

35

40

45

50

55

-15

-10

-5

0

5

10

15
Index% Japan Retail Sales Japan Consumer Confidence (RHS)



© Hedgeye Risk Management LLC. 153Data Source: S&P Global

PMIs Rollover
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India Nowcast

HEDGEYE INDIA 
NOWCAST MODEL SUMMARY Apr-22 May-22 Jun-22 Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 3Q23 4Q23 ∆

Industrial Production YoY (1) 6.66 19.72 12.62 2.21 -0.68 3.32 -4.07 7.58 5.12 5.81 6.01 1.95 4.61 5.66 4.05 6.03 10.34 5.83 - - - 7.40 - -

Exports YoY (3) 33.68 27.22 31.11 9.10 8.98 14.32 - - - - - - - - - - - - - - - - - -

Manufacturing PMI (2) 54.7 54.6 53.9 56.4 56.2 55.1 55.3 55.7 57.8 55.4 55.3 56.4 57.2 58.7 57.8 57.7 58.6 57.5 55.5 - - 57.9 55.5 -2.43

Headline CPI YoY (n/a) 7.79 7.04 7.01 6.71 7.00 7.41 6.77 5.88 5.72 6.52 6.44 5.66 4.70 4.31 4.87 7.44 6.83 5.02 4.87 - - 6.43 4.87 -1.56

Headline PPI YoY (n/a) 11.39 10.27 9.35 8.24 7.51 6.12 4.42 3.44 3.37 3.06 1.94 -0.70 -2.28 -3.03 -2.78 -2.58 -2.37 -1.34 - - - -2.10 - -

Benchmark Equity Market - Mean Closing Price 2,048 1,898 1,844 1,897 2,056 2,053 2,021 2,106 2,105 2,047 1,966 1,908 1,953 2,033 2,098 2,187 2,184 2,237 2,204 2,196 - 2,203 2,200 -3

Benchmark Policy Rate - Mean Closing Price 4.00 4.36 4.78 4.90 5.34 5.42 5.90 5.90 6.18 6.25 6.44 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50 6.50 - 6.50 6.50 0.00

1Y OIS Spread - Mean Closing Price 89 168 156 139 84 116 113 89 49 44 43 36 12 7 15 30 44 55 50 38 - 43 44 1

2Y Sovereign Note Yield - Mean Closing Price 5.32 6.22 6.55 6.44 6.37 6.79 7.10 6.96 6.90 6.91 7.11 7.24 6.92 6.86 6.93 7.03 7.11 7.14 7.29 7.27 - 7.09 7.28 0.19

10Y Sovereign Note Yield - Mean Closing Price 7.08 7.34 7.49 7.39 7.25 7.23 7.44 7.33 7.28 7.33 7.35 7.36 7.19 7.01 7.03 7.11 7.19 7.19 7.33 7.30 - 7.16 7.32 0.15

INR  - Mean Closing Price 76.17 77.32 78.09 79.60 79.56 80.25 82.38 81.78 82.52 81.86 82.61 82.34 82.00 82.36 82.23 82.15 82.78 83.06 83.23 83.28 - 82.66 83.26 0.60

Real Effective Exchange Rate 101.0 101.9 101.0 100.9 101.4 103.0 102.2 100.9 97.2 96.4 95.9 96.8 96.7 97.5 99.3 101.6 101.5 100.8 - - - 101.3 - -

Intellectual Property of Hedgeye Risk Management. Nowcast feature rank shown in parenthesis. Asterisk denotes Total Credit Card Billings.
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Equity Performance

India Has Led The APAC Region
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Risk spreads in India remain muted

India CDS Spreads Trending Lower
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Domestic Demand Powering Reacceleration in India’s Manufacturing Sector
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157Data Source: Jibun Bank, S&P Global, Central Statistics Office of India

India Manufacturing PMI 
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India Bank Loan Growth

The Rate of Credit Creation is Accelerating in India
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159Data Source: Jibun Bank, S&P Global

India Services PMI

Services Economy Still Expanding
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Data Source: Reserve Bank Of India

India Central Bank Total Assets and Liabilities ↑
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India CPI

India Moved Below Its Pre-Pandemic Level of Core Inflation
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Current Investment Positions

LONGS: Enhanced Income Short Maturity (BUXX), Market Neutral Anti-Beta (BTAL), Dorsey Wright Short Large Cap (DWSH), 
Inflation Expectations/TIPS (RINF), 1-3Y Treasuries (SHY), Bitcoin (BITO) 

SHORTS: Quality Momentum (JOET), Pricing Power (PP), Norway (NORW), Self-Driving EV/Tech (IDRV)

LONGS: SPDR Gold (GLD), GS Gold (AAAU), India (INDA), Uranium (URA), Uranium Nuclear (NLR), Uranium Miners (URNM), 3M 
T-Bills (TBIL), Interest Rate Hedges (PFIX), Insurance (IAK), Floating Rate Bonds (TFLO), MLPs (AMLP), India Small Cap (SMIN), 

SHORTS: Regional Banks (KRE), Private Equity (PSP), Industrials (XLI), Real Estate (XLRE), Oxford Lane Capital (OXLC), Solar 
(TAN), Australia (EWA), France (EWQ), Global Jets (JETS), Hong Kong (EWH), China Large Cap (FXI), S&P 500 (SPY), Germany 
(EWG), China Real Estate (CHIR), China Financials (CHIX), Equal Weighted S&P (RSP), Staples (XLP) 

LONGS: US Dollar Index Bullish Fund (UUP)

SHORTS: Gerber Kawasaki (GK), Retail (XRT), High Yield Bonds (HYG), Junk Bonds (JNK), Russell 2000 (IWM)

Immediate-term TRADE (introduced this quarter)

Intermediate-term TREND (introduced in prior quarters)

Long-term TAIL (introduced < 3yrs ago)

162



© Hedgeye Risk Management LLC.

For more information, contact us at:

16
3

support@hedgeye.com
(203) 562-6500
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Thank You!  Have Your Friends & Colleagues Check Out Hedgeye

Contact sales@hedgeye.com to receive our other outstanding institutional research verticals

mailto:sales@hedgeye.com
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