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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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RUSSELL VIXRATES



1 RATES
Priced into Commodities? Oil has gone vertical since Powell 
gave his boys the greenlight on no hike, no matter what the 
data did. A: Yes. Priced into USD? A: it’s been up for 4 
straight weeks, so hawkish-pause? Yes. How about Bond 
Yields? A: definitely, a hawkish “pause” with that Fed Policy 
Expectation priced into the Short-End of The Curve at a new 
CYCLE HIGH for the UST 2YR at 5.06% and 10YR getting to 
within a beep of the TOP-end of the @Hedgeye Risk Range 
yesterday (with our Rate Sensitive Equity Shorts paying 
out).
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Priced into “stocks”? We’d say a -9% drawdown in the Russell 
since people were chasing charts and performance into July 
end paid out for patient bears (Full Investing Cycle Crash in 
IWM = -25.2% and now its within -0.9% of the LOW-end of 
@Hedgeye Risk Range); it’s not just chasing the dead-wrong 
“broadening rally” call by the Chart Guys in July – LOW QUALITY 
Factor Exposures have been crushed – 1-month drawdowns = 
DOWN -9.2% for HIGH SHORT INTEREST, down -9.3% for HIGH 
BETA, and Profitless Tech is down -9% in the last 10 trading 
days alone.

RUSSELL



3 VIX
Priced into front-month Vol? Marrying our math with Tier1 
Alpha’s says probably yes. Implied Vol spiked ahead of Fed 
Day at 16.5 and the TOP-end of the @Hedgeye Vol of Vol 
Risk Range = 16.30 for front month VIX. Per T1 “this is in 
line with prior risk events this year, as 0-1 0DTE contracts 
are being used as tactical hedges, which is why we’re 
seeing the pop so close to event date.” Unless Powell does 
what he should have done (raised rates if he was inflation 
data dependent), we're playing the high probability hand 
in our process here on priced in.



OUR PROCESS
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What Are The Quads?

9

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.

Updated: 9/18/2023
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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

10Source: Hedgeye GIP Model Market History Backtests. Quarterly expected values since 1Q98.  Total Return indices. ETF exposures in ().



© Hedgeye Risk Management LLC.

Position Sizing

• Build incrementally to max position (max/min based on volatility)

• Establish minimum position size for each asset class

• Multiple positions within an asset class (ex. Bullish on four different 
Fixed Income assets, meaning at max could be 40% of capital)
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Dynamic Asset 
Allocation

Max Position 
Size

Foreign 
Currency

12%

Fixed Income 10%

Equities 6%

Commodities 4%

Options 1-2%

Long-Short Equity 
Allocation

Long Short

Maximum 6% 3%

4% 2%

Minimum 2% 1%

• Same basic principles as “Dynamic Asset Allocation” with…

• Long positions should always be larger than shorts

• Dynamics of Macro vs. Earnings Season (outside of Earnings season the 
sector & factor exposures determined by the Macro environment matter 
more than your long-term fundamental call on a company)



CHART CALLOUTS
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Tier 1 Alpha Chart of the Day
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Russell 2000 ETF (IWM)
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CRB Commodities Index



MACRO GRIND
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Sector Performance
September 20, 2023

DATA SOURCE: BLOOMBERG, HEDGEYE 17
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Sector Relative Performance
September 20, 2023

DATA SOURCE: BLOOMBERG, HEDGEYE (Percentages relative to S&P 500 Performance) 18
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Market Share Volume & Total Value Traded
September 20, 2023

DATA SOURCE: NASDAQ, NYSE, HEDGEYE 19
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Style Factor Performance
September 20, 2023

DATA SOURCE: BLOOMBERG, HEDGEYE 20
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Key $USD Correlations
September 20, 2023

DATA SOURCE: BLOOMBERG, HEDGEYE 21
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U.S. Treasury Yield Curve
September 20, 2023

DATA SOURCE: Fred 22
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CFTC
Non-Commercial
Net Long
Positioning
(Updated weekly)

September 20, 2023

DATA SOURCE: BLOOMBERG 23



VOLATILITY
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Implied & Realized Volatility
September 20, 2023

DATA SOURCE: CBOE, CME, BLOOMBERG 25
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Bond Volatility (MOVE Index)
September 20, 2023

DATA SOURCE: ICE BofA 26
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High Yield Market Volatility
September 20, 2023

DATA SOURCE: ICE BofA 27
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Macro Volatility
September 20, 2023

DATA SOURCE: CBOE 28
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Global Currency Volatility
September 20, 2023

DATA SOURCE: J.P. Morgan 29
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10-Year BBB Corporate Spread
September 20, 2023

DATA SOURCE: IBM 30
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Hedgeye Nation Anxiety Meter™
September 20, 2023

DATA SOURCE: HEDGEYE 31
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HEDGEYE EVENTS
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September 20, 2023
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