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DISCLAIMER
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  
Hedgeye Risk Management is not a broker dealer and does not provide investment advice to individuals. 
This research does not constitute an offer to sell, or a solicitation of an offer to buy any security. This 
research is presented without regard to individual investment preferences or risk parameters; it is general 
information and does not constitute specific investment advice.  This presentation is based on information 
from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies 
or omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye
Risk Management, and are intended solely for the use of Hedgeye Risk Management’s clients and 
subscribers. In reaching these opinions and conclusions, Hedgeye Risk Management and its employees 
have relied upon research conducted by Hedgeye Risk Management’s employees, which is based upon 
sources considered credible and reliable within the industry. Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.

TERMS OF USE
This report is intended solely for the use of its recipient. Redistribution or republication of this report and 
its contents are prohibited. For more detail please refer to the appropriate sections of the Hedgeye
Services Agreement and the Terms of Use at www.hedgeye.com. 
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1 VIX

Since Quad 4 hit the U.S. Equity market in 
May, selling “stocks” every time the VIX tested 
15 worked – is it going to be different this 
time? We are not betting on that, certainly not 
with implied volatility on SPY getting pancaked 
to a -10% DISCOUNT (vs. 30-day realized) this 
week; Short Tech (XLK), Materials (XLB), and 
Junk Bonds (JNK) here.



2 GERMANY

Horrendous economic data this morning and this 
is the PRE “Tariff” excuse-making in May. APRIL 
Industrial Production -1.9% y/y and APR Exports 
-3.7% y/y against EASING comps! But, no 
worries, the ECB is ringing that money-
printing #cowbell again as the Germany 10YR 
yield crashes to all-time lows -0.24%.



3 RUSSELL

When we say “stocks”, we mean what Old Wall 
media thinks “risk on” is – in real world, cross-
asset class risk management, a broad definition 
of equities is the Russell 2000 which was down 
-0.2% on the day yesterday, is down -13.6% 
since The U.S. Cycle #peaked in Q3 of 
2018 and remains a core SHORT @Hedgeye
(IWM).
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COMMUNICATIONS RESEARCH PROCESS

1. Idea Generation

• Thematic, macro and policy driven (...will take rifle shots too)

• Focus on second derivative inflections in trends

• Relative and absolute performance / Battleground stocks

• Counter consensus screening models (short interest, ANR, etc.)

• Primary market research (professional interviews and surveys)

2. Fundamentals

• Build out three-statement financial models

• Model top-line growth, market share and end-market

• Operating leverage, ROIC/Cost of Capital and free cash flow

• Focus on balance sheet, capital structure and management

• Consider all relevant valuation metrics (DCF, multiple, factor, etc.)

• Assess catalyst calendar, understand event path and risk/reward

3. Data Driven

• Narrative supported by data

• Identify correlations, update and chart high frequency key drivers

• Leverage alternative, proprietary and third-party data sources

• Incorporate machine learning and data science to gain insights

Repeatable

Leverageable

Data Driven

Objective /
Intellectually Honest

Defendable / 
Accountable

Idea 
Generation / 

Alpha

Research Process Research Process Goals
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IDENTIFYING GAPS IN EXPECTATIONS / INFLECTIONS IN GROWTH

FUNDAMENTAL IDEA GENERATION
Hunting for Longs:
(1-3 Year Duration)

• Organic growth / adoption
• Activist / turnaround
• Fallen angel growth stocks
• High short-interest / misunderstood 

long thesis
• Compounders

Hunting for Shorts:
(< 1 Year Duration)

• Frauds and fads
• Balance sheet shorts
• Angels before the fall (hardest to 

call timing on, but often most 
rewarding if right)

• Buggy whips 
• Melting ice cubes

Process Shortcomings:

• Early is a less bad form of wrong
• Calling quarters is hard (not 

impossible)
• Correlations break downActual 

Results

Short Here
Peak 

Optimism

Long Here
High Short Interest
Sell-side Negative

Consensus
Actual 
Results

Consensus

Long Here
High Short Interest
Sell-side Negative
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COMMUNICATIONS POSITION MONITOR BACKTEST

*Average quarterly price return 1Q95 – 2Q19

Active Long or Short = Idea that has gone through our research process, and have conviction in timing and fundamentals.

Bench Long or Short = Idea that is still going through our research process, but have long/short bias based on initial thematic, policy or fundamental work.

Hedgeye’s “bench” represents Hedgeye’s outlook on companies currently under Hedgeye’s review, or for which timing is not right for greater coverage. Hedgeye may or may not provide further 
commentary on any or all companies represented on the bench and representation of a company on the bench does not forecast whether Hedgeye will or will not issue any additional material on that 
company

Data Source: Factset

Best Ideas - Longs Best Ideas - Shorts

LONG SHORT

Active Longs Quad 1 Quad 2 Quad 3 Quad 4 Active Shorts Quad 1 Quad 2 Quad 3 Quad 4

PINS Pinterest, Inc. Class A NFLX Netflix, Inc. 21.7% 18.8% 12.9% -3.2%

Long Bias (Bench) Quad 1 Quad 2 Quad 3 Quad 4 Short Bias (Bench) Quad 1 Quad 2 Quad 3 Quad 4

CHTR Charter Communications, Inc. Class A 9.9% 6.0% 4.5% 7.0% CMCSA Comcast Corporation Class A 8.2% 1.9% 4.6% -0.7%

ATUS Altice USA, Inc. Class A 18.2% -14.6% 14.5% -8.9% VZ Verizon Communications Inc. 4.5% -2.5% 1.2% 3.2%

DISCA Discovery, Inc. Class A 11.3% 4.7% -4.4% 3.3% T AT&T Inc. 6.5% -3.7% 0.9% 1.1%

LYV Live Nation Entertainment, Inc. 9.3% 17.3% -0.3% -1.7% DISH DISH Network Corporation Class A 13.7% 1.5% 12.7% -2.1%

ROKU Roku, Inc. Class A 90.9% 30.7% 30.3% -58.0% CBS CBS Corporation Class B 13.5% 2.6% -0.5% -2.9%

GOOGL Alphabet Inc. Class A 10.0% 5.3% 3.2% -1.9% AMCX AMC Networks Inc. Class A 10.2% 0.6% -3.3% -6.3%

FB Facebook, Inc. Class A 1.9% 18.6% 9.9% -8.1% Average 11.2% 2.7% 4.1% -1.5%

TMUS T-Mobile US, Inc. 11.2% 2.1% -1.6% -5.2% Median 10.2% 1.5% 1.2% -2.1%

DIS Walt Disney Company 8.9% 0.5% 3.4% -0.9%

Average 19.1% 7.9% 6.6% -8.3%

Median 10.0% 5.3% 3.4% -1.9%

Not Enough Trading History

Price Performance Backtest* Price Performance Backtest*
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COMMUNICATIONS SECTOR QUAD BACKTEST - ABSOLUTE
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IPOS PERFORM POORLY IN QUAD 4
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NFLX LEVERAGED UP TO FUND CONTENT STRATEGY
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NFLX STOCK PRICE CORRELATING TO HIGH YIELD 
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NFLX-TRACKER | WW MOBILE APP DOWNLOADS

May 2019
-0.28%

-10%
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Price Increase 
Goes Into Effect

BEARISH 

Data Source: Mobile App Data Provider and Hedgeye estimates
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NFLX-TRACKER | INDIA MOBILE APP DOWNLOADS

QTD
56.7%
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Gravity (The Cycle) vs Hope: Is Bad Still Good?
2019 Edition June 7, 2019

DATA SOURCE: Bloomberg  18
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10-Year Yields
June 7, 2019

DATA SOURCE: Bloomberg  19
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Copper  
June 7, 2019

DATA SOURCE: StockCharts 20
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Light Crude Oil WTIC 
June 7, 2019

DATA SOURCE: StockCharts 21
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Australia ASX All Ords Composite   
June 7, 2019

DATA SOURCE: StockCharts 22



The Macro Show

© Hedgeye Risk Management LLC

South Korea Seoul Composite   
June 7, 2019

DATA SOURCE: StockCharts 23
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June 7, 2019

DATA SOURCE: BLOOMBERG, BEA, BLS, Hedgeye 24
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June 7, 2019

DATA SOURCE: BLOOMBERG, NBER, BLS, Hedgeye 25
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June 7, 2019

DATA SOURCE: BLOOMBERG, Hedgeye 26
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June 7, 2019

DATA SOURCE: BLOOMBERG, BLS, Hedgeye 27
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Earnings 
June 7, 2019

DATA SOURCE: BLOOMBERG 28
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Updated: 6/6/2019
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Our Risk Management Overlay is Rules-Based
June 7, 2019

DATA SOURCE: Hedgeye. Asterisk denotes legacy telecom prior to the 2018 MSCI reclassification. 30
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Sector Performance 
June 7, 2019

DATA SOURCE: BLOOMBERG, HRM 31
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Sector Relative Performance 
June 7, 2019

DATA SOURCE: BLOOMBERG, HRM 32
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Market Share Volume & Total Value Traded
June 7, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 33
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Style Factor Performance 
June 7, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 34
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Rates & Spreads
June 7, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 35
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Key $USD Correlations
June 7, 2019

DATA SOURCE: BLOOMBERG, HEDGEYE 36
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CFTC 
Non-Commercial
Net Long 
Positioning 

June 7, 2019

DATA SOURCE: BLOOMBERG 37
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Volatility
June 7, 2019

DATA SOURCE: CBOE, CME, BLOOMBERG 38
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Global Data 
Releases June 7, 2019

DATA SOURCE: CBOE, CME, BLOOMBERG 39

Date Time Country/Region Event Period Survey Actual Prior Revised 
06/06/19 02:15 India RBI Repurchase Rate 43622 0.0575 5.75% 6.00% -- 
06/06/19 02:15 India RBI Reverse Repo Rate 43622 0.055 5.50E-02 5.75E-02 -- 
06/06/19 02:15 India RBI Cash Reserve Ratio 43622 4.00% 4.00% 4.00% -- 
06/06/19 04:49 Hong Kong Foreign Reserves May -- 4.38E+11 4.36E+11 -- 
06/06/19 18:30 Australia AiG Perf of Construction Index May -- 40.4 42.6 -- 
06/06/19 18:45 New Zealand Volume of All Buildings SA QoQ 1Q 1.10% 6.20% 2.70% 3.40% 
06/06/19 19:30 Japan Household Spending YoY Apr 2.60% 1.30% 2.10% -- 
06/06/19 19:30 Japan Labor Cash Earnings YoY Apr -0.70% -0.10% -1.90% -0.013 
06/06/19 19:30 Japan Real Cash Earnings YoY Apr -1.50% -1.10% -2.50% -0.019 
06/06/19 19:50 Japan Official Reserve Assets May -- 1.31E+12 1.29E+12 -- 
06/06/19 21:30 Australia Home Loans MoM Apr 0.00% -1.10% -2.80% -2.60% 
06/06/19 21:30 Australia Investment Lending Apr 1.00% -2.20% -2.70% -2.40% 
06/06/19 21:30 Australia Owner-Occupier Loan Value MoM Apr 0.00% 1.00% -3.40% -3.10% 
06/07/19 01:00 Japan Leading Index CI Apr P 95.80 95.50 95.90 -- 
06/07/19 01:00 Japan Coincident Index Apr P 100.20 101.90 99.40 -- 
06/07/19 02:30 Australia Foreign Reserves May -- 7.99E+10 7.57E+10 -- 
06/07/19 03:30 Thailand Foreign Reserves 43616 -- 2.10E+11 2.09E+11 -- 
06/07/19 03:30 Thailand Forward Contracts 43616 -- 3.51E+10 3.48E+10 -- 
06/07/19 04:09 Philippines Foreign Reserves May -- 8.50E+10 8.40E+10 8.39E+10 
06/07/19 05:00 Singapore Foreign Reserves May -- 2.65E+11 2.97E+11 -- 
06/06/19 07:45 Eurozone ECB Main Refinancing Rate 6-Jun 0.00% 0.00% 0.00% -- 
06/06/19 07:45 Eurozone ECB Marginal Lending Facility 6-Jun 0.25% 0.25% 0.25% -- 
06/06/19 07:45 Eurozone ECB Deposit Facility Rate 43622 -0.40% -0.40% -0.40% -- 
06/07/19 00:30 Netherlands Manufacturing Production MoM Apr -- -0.60% -0.50% -- 
06/07/19 00:30 Netherlands Manufacturing Production YoY Apr -- -1.20% -1.00% -0.004 
06/07/19 00:30 Netherlands Industrial Sales YoY Apr -- 3.10% -3.80% -- 
06/07/19 01:00 Estonia CPI MoM May -- 0.20% 1.30% -- 
06/07/19 01:00 Estonia CPI YoY May -- 3.10% 3.20% -- 
06/07/19 02:00 Germany Industrial Production SA MoM Apr -0.50% -1.90% 0.50% -- 
06/07/19 02:00 Germany Industrial Production WDA YoY Apr -0.40% -1.80% -0.90% -- 
06/07/19 02:00 Germany Trade Balance Apr 1.95E+10 1.79E+10 2.27E+10 2.26E+10 
06/07/19 02:00 Germany Current Account Balance Apr -- 2.26E+10 3.02E+10 3.09E+10 
06/07/19 02:00 Germany Exports SA MoM Apr -0.90% -3.70% 1.50% 1.60% 
06/07/19 02:00 Germany Imports SA MoM Apr -0.20% -1.30% 0.40% 0.70% 
06/07/19 02:00 Germany Labor Costs SA QoQ 1Q -- 1.10% -0.10% 0.20% 
06/07/19 02:00 Germany Labor Costs WDA YoY 1Q -- 2.50% 2.00% -- 

06/07/19 02:00 Lithuania Trade Balance Apr -- 
-

2.30E+08 
-

1.50E+08 -1.30E+08 

06/07/19 02:00 Finland Trade Balance Apr P -- 
-

3.05E+08 
-

1.34E+08 -1.15E+08 
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