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or omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye
Risk Management, and are intended solely for the use of Hedgeye Risk Management’s clients and 
subscribers. In reaching these opinions and conclusions, Hedgeye Risk Management and its employees 
have relied upon research conducted by Hedgeye Risk Management’s employees, which is based upon 
sources considered credible and reliable within the industry. Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.
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10YR YIELDS CRASHESVIX



1 VIX
This part of the risk management exercise is 
what we call un-investable vol – front-month 
VIX went out at a 39.16 and that’s a higher 
level than 2016. Everything equities (including 
Bond Proxies) goes down with VIX > 31 so the 
Fed is either going to get in the game here or 
not (probably not today!).



2
Best asset allocation for #Quad4 in both the 
USA and China = Treasuries, across the curve, 
and we’re seeing that low-volatility asset 
class attract the world of flows this morning 
with UST 10YR Yield down another -7bps to 
1.19%. In Sov Yield terms we’re seeing a “credit 
risk” divergence between German and Italian 
Yields now too.

10YR YIELDS



3 CRASHES

They happen when equity volatility breaks 
out and holds > 31, so the broadening red on 
your Global Equity screen includes a crash 
in Russian stocks, down another -6.8% 
overnight (-22% since Oil/Inflation peaked 
in JAN), Greek Stocks -5.6% and -22.3% in 
the last month, etc.



MACRO GRIND



The Macro Show

© Hedgeye Risk Management LLC

Sovereign Bond Yields
February 28, 2020
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10-Year U.S. Treasury Yield
February 28, 2020
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OVX Volatility Index – CBOE Crude Oil Index 
February 28, 2020
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Russian Trading System 
February 28, 2020
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German DAX Composite 
February 28, 2020
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KOSPI South Korea Seoul Composite 
February 28, 2020
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S&P 500 Index Sales Growth & Earnings Growth
February 28, 2020
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Our Research Process is REPEATABLE
February 28, 2020

DATA SOURCE: BLOOMBERG 15

Updated: 2/28/2020



The Macro Show

© Hedgeye Risk Management LLC

What Works In Each Quad?
February 28, 2020
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New Home Sales
February 28, 2020
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New Home Sales
February 28, 2020
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New Home Sales
February 28, 2020
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Case-Shiller: National vs 20-City HPI
February 28, 2020
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U.S. Equity Market Style Factor Performance
February 28, 2020
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Sector Performance
February 28, 2020
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Sector Relative Performance
February 28, 2020
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Market Share Volume & Total Value Traded
February 28, 2020
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Style Factor Performance
February 28, 2020
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Rates & Spreads
February 28, 2020
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Key $USD Correlations
February 28, 2020
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CFTC
Non-Commercial
Net Long
Positioning

February 28, 2020
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Volatility
February 28, 2020
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Macro Data Callouts

1. Recall that our outlooks for the growth rates of S&P 500 Sales and EPS materially diverged from consensus in calling 
for L-Shaped “non-recoveries” in 2020E well in advance of the Corona Virus outbreak. Yesterday’s Durable Goods New 
Orders (-67bps to -3.88% YoY in JAN) and Core Capital Goods New Orders (-36bps to 0.91% YoY in JAN) prints were both 
confirming of that view. The 6MMA for both these indicators remains in negative territory upon the advent of these data. 
The sequential weakness in Capex is particularly disturbing in light of the surge in “geopoliticonomic” uncertainty that 
I presaged in my note a few weeks back (attached), as well as in the context of Deloitte’s Q4 CFO Survey I highlighted 
two months ago in which 97% of US CFOs believe a slowdown has already begun or will commence in 2020. 82% of 
respondents anticipated taking more defensive actions – like reducing discretionary spending and headcount – as a 
way to stave off the looming headwinds. It’s fast become consensus among investors that COVID-19 is both a catalyst to 
pull forward such actions and an amplifier of the severity of any cuts.

2. On that front, we also received Jobless Claims data yesterday, which showed a uneventful divergence between Initial 
Claims (+8k to 219k) and Continuing Claims (-9k to 1,724k). Both indicators remain healthy from a rate of change 
perspective as well: Monthly Average Initial Jobless Claims decelerated -71bps to -5.57% YoY in FEB and Monthly Average 
Continuing Jobless Claims also decelerated in FEB by -124bps to 0.88% YoY. Recall that Initial and Continuing Claims 
are currently the 16th and 3rd highest-weighted features in our nowcast model for US Real GDP growth, so these signals 
are buttressing the near-term GROWTH outlook for now – which also implies the delta on any recorded slowdown from 
here could be sizeable. Per the advent of these data and the aforementioned Durable Goods and Capex data, our model 
still has domestic economic growth slowing here in 1Q20E at 2.21% YoY/2.59% QoQ SAAR. That compares to 2.24% 
YoY/2.71% QoQ SAAR for the Atlanta Fed’s GDPNow model. A full visual summary US and global GIP dynamics is provided 
below.

3. Japan is the #1 destination for Chinese tourists and China is South Korea’s largest source of external demand at 25% of 
total exports. Given these figures, it makes sense to dutifully monitor their high-frequency releases as well to gauge for 
regional impact of COVID-19. Japanese Retail Sales accelerated +220bps to -0.4% YoY in JAN, while Industrial Production 
accelerated +60bps to -2.5% YoY. Is this as good as it gets for an economy already mired in deep recession? Keith 
market signals on the Nikkei and JGB yields would seems to suggest that is the case. South Korean Industrial 
Production on the other hand crashed -870bps to -2.4% YoY in JAN. The FEB releases of these data are highly likely to be 
far worse across the board. 
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Macro Daily Data Dump
February 28, 2020
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Hedgeye Macroeconomic Data Sequencer
February 28, 2020
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