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DISCLAIMER 
This content is presented for informational purposes only.  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 conclusion and are intended solely 
for the use of Hedgeye’s subscribers and the authorized recipients of the content. 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. Access must be provided directly by Hedgeye. 

Redistribution or republication is strictly prohibited. For more detail please refer to the Terms of Service at 
https://www.hedgeye.com/terms_of_service.   
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https://www.hedgeye.com/terms_of_service.
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RATES HOUSINGINFLATION



1 INFLATION
June CPI casts a condescending look at May’s 40Y RoC high 
and prints a +50bps acceleration to +9.1% Y/Y. Is that the 
peak? Maybe. Yes, it was supercharged by energy re-
acceleration and some idiosyncratic dynamics that will ebb 
in the coming months and Core CPI decelerated -10bps to 
+5.9% Y/Y but this morning’s print offers little comfort for 
anyone looking for dovish $USD fodder or respite from 
hawkish Fed posturing. Real Wage growth remains negative 
and falling, real consumption capacity continues to decline
and the Fed will continue hiking into a Quad 4 slowdown.
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The Fed continues to drive a policy divergence with 
Europe while serve as the pace car for global CBs. New 
Zealand delivered its 6th consecutive hike and 3rd 
consecutive 50bps increase last night while the BoK
delivered South Korea’s first 50bps hike ever. Again, 
cost of capital is rising, liquidity is slamming into 
reverse, real purchasing power is falling and we are 
wittingly tightening into a slowdown, globally. Policy 
makers do not have your back, yet.

RATES



3 HOUSING

This mornings ultra-high frequency mortgage 
purchase application data saw purchase 
activity move back to cycle the lows with 
Purchase Apps falling -3.6W/W (-17.9% Y/Y) 
and the early July data tracking at the lowest 
level since mid-2018. We’ll be hosting our 
3Q22 Housing Themes call today at 12:30 
where we’ll detail the outlook for 2H.
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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: 7/11/2022
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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. Bloomberg data. Total Return indices. ETF exposures in ().
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NFIB Small Business Optimism
July 13, 2022

DATA SOURCE: BLOOMBERG, NFIB, HEDGEYE 12
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NFIB Small Business Sentiment: Forward Outlook
July 13, 2022

DATA SOURCE: BLOOMBERG 13
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3 BIG TOPICS OF THE DAY

1. Second Wave of EU Populism? 

2. China: Fertility Decline and Youth Pessimism 

3. Post-Pandemic: Lasting Changes + Accelerating Trends
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• Chaos in France’s divided parliament
• After losing his majority in the National Assembly last month thanks to gains on the far-right 

and far-left, President Macron faces legislative gridlock. His best chance of getting anything 
passed lies in teaming up with the center-right Les Républicains—who are only willing to work 
with him on a case-by-case basis.

• The far-right continues its rise in Italy
• Far-right Brothers of Italy has risen in the polls to become the most popular party in Italy. 

Together with The League, Forward Italy, and Italexit, electoral support for the right stands at 
49%. If BOI’s momentum continues, leader Giorgia Meloni could become PM in 2023.

• Mainstream parties shifting right
• Several far-right parties that saw success pre-pandemic have since fractured over differences 

on issues such as Covid-19 and the war in Ukraine (examples: Germany’s AfD, Denmark’s DPP). 
But even as their electoral support has waned, they have succeeded in pushing mainstream 
parties further to the right, especially on immigration. See: the UK, Denmark, Sweden, Spain.

1) SECOND WAVE OF EU POPULISM?

SOURCE: Politico, “EU Poll of Polls,” (July 2022)
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2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

China Total Fertility Rate, 1970-2021
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2021 Hedgeye Estimate: 1.15

SOURCE: National Bureau of Statistics (July 2022) 
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2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

China Annual Births in Millions, 1951-2021
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: National Bureau of Statistics (July 2022) 

2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

China: Births, Deaths, 
and Natural Increase in Millions, 1949-2021
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: US Census Bureau, “International Database,” (2022) 

2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

China Population Pyramid: 2020 and 2030
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE:  WhatYouNeed, “Investigation Report on Childbirth Willingness Under 35,” (May 2022) 

2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

Do You Want to Have Children?
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2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

Do You Want to Have Children? By Relationship Status

Survey of 20,000 Chinese Youth, Ages 18-30

74.4%

62.8%

44.4%

22.1%

32.8%

41.1%

3.5%
6.5%

14.6%

0%

10%

20%

30%

40%

50%

60%

70%

80%

Single In a Relationship Married

Don't Want Kids

Undecided

Want Kids

SOURCE:  WhatYouNeed, “Investigation Report on Childbirth Willingness Under 35,” (May 2022) 
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2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

Why Don’t You Want to Have Children?

Survey of 20,000 Chinese Youth, Ages 18-30
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• 2021: tâng píng - “lying flat” movement
• A rallying cry for young people who see no chances for upward mobility. Lying flat means not 

getting married, not having children, not holding a steady job, not owning property, and 
consuming as little as possible.

• 2022: rùn xué - “run philosophy”
• A new movement among urban professionals, which preaches leaving China for better 

prospects elsewhere.

• “Not bringing children to this country, to this land, will be the most 
charitable deed I could manage.”
• Posted on Weibo in May 2022. It has since been censored.   

2) CHINA: FERTILITY DECLINE AND YOUTH PESSIMISM 

SOURCE: NYT, “’The Last Generation’: The Disillusionment of Young Chinese,” (May 2022)
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3) LASTING CHANGES + ACCELERATING TRENDS

1. Declining Senior LFP

2. Rise of Remote Work

3. Rise of the Multigenerational Household 

4. Decline of Cities

5. Blue Zone Moving to Red Zone
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EARLY RETIREMENTS 

SOURCE: WP, “Millions Retired Early…,” (May 2022)
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LFP RATE: 55+

SOURCE: FRED, “Economic Data,” (June 2022)

Feb. 2020: 40.3
June 2022: 38.6

Civilian Pop 55+: 99M
Delta: -1.7 PP = -1.7M Workers
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3) LASTING CHANGES + ACCELERATING TRENDS

1. Declining Senior LFP

2. Rise of Remote Work

3. Rise of the Multigenerational Household 

4. Decline of Cities

5. Blue Zone Moving to Red Zone



29

© Hedgeye Risk Management LLC. All Rights Reserved.

RISE OF REMOTE WORK

SOURCE: Kastle Systems, “Back to Work Barometer,” (June2022)

March 4, 2020: 95.0% 

Week of 
6/29/22
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MULTIGENERATIONAL LIVING 

SOURCE: Pew, “A Record 64 Million Americans Live…” (April 2018); Pew “A Majority of Young Adults…” (Sept 2020). 

Previous All 
Time High: 1940
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MULTIGENERATIONAL LIVING 

SOURCE: Pew, “Financial Issues Top the List of Reasons…” (March 2022) 
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DEATH OF THE CITIES

SOURCE: Pew, “Americans Are Less Likely Than Before…” (December 2021); NYT, “Cities Lost Population in 2021,” (March 2022)
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: US Census Bureau, Population Division (March 2022)

METRO WINNERS AND LOSERS

Absolute Change: Top Ten Metro Gainers and Losers, July 2020 to July 2021

TOP TEN METRO GAINERS TOP TEN METRO LOSERS

Metro Area 2021 Pop.
Numeric 
Growth

Metro Area 2021 Pop.
Numeric 
Decline

1. Dallas, TX 7.8M +97K 1. New York, NY 19.8M -328K

2. Phoenix, AZ 5.0M +78K 2. Los Angeles, CA 13.0M -176K

3. Houston, TX 7.1M +69K 3. San Francisco, CA 4.6M -116K

4. Austin, TX 2.4M +53K 4. Chicago, IL 9.5M -91K

5. Riverside, CA 4.7M +48K 5. San Jose, CA 2.0M -43K

6. Atlanta, GA 6.1M +43K 6. Boston, MA 4.9M -37K

7. Tampa, FL 3.2M +36K 7. Miami, FL 6.1M -35K

8. San Antonio, TX 2.6M +35K 8. Washington, DC 6.3M -29K

9. Charlotte, NC-SC 2.7M +31K 9. Detroit, MI 4.4M -21K

10. Fort Worth, TX 2.5M +28K 10. Pittsburgh, PA 2.4M -14K
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: US Census Bureau, Population Division (March 2022)

METRO WINNERS AND LOSERS

Percentage Change: Top Ten Metro Gainers and Losers, July 2020 to July 2021

TOP TEN METRO GAINERS TOP TEN METRO LOSERS

Metro Area 2021 Pop. % Growth Metro Area 2021 Pop. % Decline

1. St. George, UT 191K +5.1% 1. Lake Charles, LA 210K -5.26%

2. Coeur d’Alene. ID 180K +4.1% 2. Odessa, TX 161K -2.64%

3. Myrtle Beach, NC 492K +3.7% 3. San Francisco, CA 4.6M -2.46%

4. Punta Gorda, FL 188K +3.7% 4. San Jose, CA 2.0M -2.15

5. The Villages, FL 131K +3.6% 5. New York, NY 19.8M -1.63%

6. Boise City, ID 770K +3.3% 6. Los Angeles, CA 13.0M -1.34%

7. Lakeland, FL 729K +3.3% 7. Midland, TX 173K -1.31%

8. Provo, UT 675K +3.3% 8. Urban Honolulu, HI 1.0M -1.22%

9. Cape Coral, FL 765K +3.0% 9. Decatur, IL 102K -1.17%

10. Logan, UT-ID 148K +2.9% 10. Enid, OK 62K -1.12%
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INBOUND + OUTBOUND STATES BY PARTY, 2022

SOURCE: WSJ/Moody’s Analytics/Equifax, “Red States Are Winning the Post-Pandemic Economy,” (July 2022). 
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: US Census Bureau, Population Division (March 2022)

TOP 10 INBOUND + OUTBOUND STATES, 2021

Top Inbound Top Outbound 

1. Florida 1. California 

2. Texas 2. New York

3. Arizona 3. Illinois

4. North Carolina 4. Massachusetts

5. South Carolina 5. New Jersey

6. Tennessee 6. Louisiana

7. Georgia 7. Maryland

8. Idaho 8. Hawaii

9. Utah 9. Minnesota 

10. Nevada 10. Michigan 
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: WSJ/Moody’s Analytics, “Red States Are Winning the Post-Pandemic Economy,” (July 2022). 

WHICH STATES ARE RECOVERING THE FASTEST?

v

v
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: AEI, “Migration 2021 Table,” (Dec. 2021)

TOP 10 INBOUND VS. OUTBOUND STATES, 2021

Avg. 
Inbound

Avg. 
Outbound 

State/Local Tax Burden as % of Income, 2021 7.7% 9.9%

Top State Individual Income Tax Rate, 2021 3.8% 8.0%

Median Home Price, 2021 $343,519 $423,548

Electricity Cost (Cents per Kilowatt-hour), 2021 9.6 15.7

Top State Corporate Tax Rate, 2021 4.1% 8.3%

Unemployment Rate, 2021 7.4% 9.1%

Annual Employment Growth through Nov. 2021 4.0% 2.5%

Right to Work? Yes 10 out of 10 Yes 2 out of 10

Top 10 Inbound and Outbound States, 2021
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Sector Performance
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE 43
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Sector Relative Performance
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE (Percentages relative to S&P 500 Performance) 44
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Market Share Volume & Total Value Traded
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE 45
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Style Factor Performance
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE 46
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Rates & Spreads
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE 47



The Macro Show

© Hedgeye Risk Management LLC

Key $USD Correlations
July 13, 2022

DATA SOURCE: BLOOMBERG, HEDGEYE 48
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Market’s Expected Number of Rate Hikes by Dec 2022
July 13, 2022

DATA SOURCE: BLOOMBERG 49
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S&P 500 Sales & Earnings Growth
July 13, 2022

DATA SOURCE: BLOOMBERG 50



The Macro Show

© Hedgeye Risk Management LLC

CFTC
Non-Commercial
Net Long
Positioning
(Updated weekly)

July 13, 2022

DATA SOURCE: BLOOMBERG 51
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Implied & Realized Volatility
July 13, 2022

DATA SOURCE: CBOE, CME, BLOOMBERG 53
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Bond Volatility (MOVE Index)
July 13, 2022

DATA SOURCE: BLOOMBERG 54
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High Yield Market Volatility
July 13, 2022

DATA SOURCE: BLOOMBERG 55
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U.S. Equity Volatility
July 13, 2022

DATA SOURCE: BLOOMBERG 56
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Global Currency Volatility
July 13, 2022

DATA SOURCE: BLOOMBERG 57
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10YR BBB Corporate Spread
July 13, 2022

DATA SOURCE: BLOOMBERG 58
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