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EUROPE CONFIDENCEASIA



1 ASIA

South Korea, China, Hong Kong, Australia, India, Taiwan, 
Singapore and Japan all down in equity space with inflation 
expectations and nominal yields continuing to retreat as the 
Japan-South Korea spat continues to weigh while the broader 
fundamental data remains in full retreat mode. The tumble in 
South Korean exports remains ongoing and Japan Machine 
Tool Orders cratered -38% Y/Y in the latest June data as 
global trade activity continues to slow and the lead read on 
capex and global earnings continue their Quad 4 
deceleration.
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Japan Machine Tool Orders, Y/Y%  
July 9, 2019
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2 EUROPE

In other Japanification news, the cyclical and secular deceleration 
in Europe also remains ongoing. The U.K. is set to print negative 
growth in 2Q while the latest high frequency data across the 
continent has remained almost universally soft. The stagnation in 
the German Manufacturing Economy remains acute with Industrial 
Production falling -3.7% Y/Y while French Business Confidence 
made another lower low, Eurozone Investor Confidence made 
another lower low and Italian Retail Sales moved back to negative 
at -1.8% Y/Y. As we’ve highlighted, easing base effects are not the 
same as easy base effects, particularly if the Trend is towards 
deceleration, there is a discrete lack of obvious catalysts and the 
China/Asia recovery continues to falter.
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Germany Industrial Production, Y/Y% 
July 9, 2019
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Manufacturing PMI 
July 9, 2019
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3 CONFIDENCE

NFIB Sentiment retraced last month’s gain as global 
demand concerns proliferated and small businesses 
realized a net loss in employment in the aggregate in 
the latest month. We continue to Trend lower off the 
3Q18 U.S. economic cycle peak as the factor cocktail 
facing domestic small business remains unchanged: 
Peak Comps + Slowing demand + Rising labor Costs 
≠ Margin Expansion.
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NFIB Small Business Optimism  
July 9, 2019

DATA SOURCE: Bloomberg, NFIB, Hedgeye 11
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NFIB Small Business Optimism  
July 9, 2019
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CHRISTIAN DRAKE
MACRO & HOUSING   
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POLICY CATCH-22: IS THE FED BOXED IN?
WITH GROWTH SLOWING, THE QE TRADE BACK ON AND RATE CUTS FULLY PRICED, DOES THE FED REALLY HAVE A CHOICE? GIVEN POSITIONING, A 
HAWKISH SURPRISE MAY TRIGGER A SLOPPY, REFLEXIVE UNWIND, FALLING EQUITY PRICES AND TIGHTENING FINANCIAL CONDITIONS … WHICH 
WOULD PROBABLY PRECIPITATE REACTIONARY RATE CUTS ANYWAY. 

DATA SOURCE: BLOOMBERG
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“JUNE NFP WILL NOT CHANGE THE SLOPE OF THE LINE”
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JUNE AGGREGATE INCOME GROWTH = ↓
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CREDIT GROWTH = SLOWING
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IMPLIED INDUSTRIAL PRODUCTION:  BETTER, BUT ….. 
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INDUSTRIAL PRODUCTION  TREND DECELERATION 
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CPI = QUAD 4
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RECOUPLING RISK …. 
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CPI CORE GOODS VS SERVICES
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CPI: BIG DATA DISTORTION?
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WASHING MACHINES:  THE TARIFF CASE STUDY
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PRICES PAID ↓
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PRICES PAID = BACK IN CONTRACTION
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PPI = 28-MONTH LOW
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IMPORTING DISINFLATION 



MACRO GRIND
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S&P 500 Earnings Update    
July 9, 2019
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Consumer Credit   
July 9, 2019
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Our Risk Management Overlay is Rules-Based
July 9, 2019

DATA SOURCE: Hedgeye. Asterisk denotes legacy telecom prior to the 2018 MSCI reclassification. 33
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Sector Performance 
July 9, 2019
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Sector Relative Performance 
July 9, 2019
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Market Share Volume & Total Value Traded
July 9, 2019
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Style Factor Performance 
July 9, 2019
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Rates & Spreads
July 9, 2019
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Key $USD Correlations
July 9, 2019
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CFTC 
Non-Commercial
Net Long 
Positioning 

July 9, 2019
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Volatility
July 9, 2019
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Global Data
July 9, 2019
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Japan Machine Tool Orders
July 9, 2019

DATA SOURCE: BLOOMBERG 43
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