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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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INFLATION COVIDVOLATILITY



1 VOLATILITY

While the market has certainly been acting more 
volatile, we still view this as episodic and non-
trending. The VIX closed the day at 19.00, which 
was off the lows, but also off the highs of the day. 
But cross asset volatility collectively –
currencies, fixed income, and equity – has 
remained relatively benign. Equity volatility 
remains bearish TREND in our models.
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As we’ve written about, oil is a big component of our 
inflation nowcast model, so oil deflating somewhat this 
week due to OPEC is certainly a marginal headwind to 
inflation. BUT, and this is a big but, oil still has very easy 
comparisons through year-end. Also, China PPI came in at 
+8.8% Y/Y, which is important because it is highly 
correlated to U.S. CPI on a lag. The prices that go into 
Chinese producers, ultimately are felt by the U.S. 
consumers. Also important to note, while June decelerated 
from +9.0% in May, the May China PPI reading was the 
highest since 2008.

INFLATION
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As they say, déjà vu all over again as the Delta variant 
rears its ugly head again. In the U.S., daily new cases so 
far remain at a very low level (~20,000 new cases). That 
said, certainly cases are spiking in the U.K. and we are 
seeing incremental lockdowns in parts of the world 
with a lower base of previously infected and a smaller 
percent of the population vaccinated. Since the start of 
the pandemic, COVID volatility spikes have ultimately 
been buying opportunities.
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3 BIG TOPICS OF THE DAY

1. Is LFP down for good?

2. Delta Variant Goes Global

3. What happened to all the European firms?
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: FRED, July 7, 2021

1) IS LFP DOWN FOR GOOD?
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1) IS LFP DOWN FOR GOOD?
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: State Websites/CNBC, “States will start cutting off federal unemployment…” Jun 7, 2021.

1) IS LFP DOWN FOR GOOD?

Date Event

Jun 6-12
June employment data 
collected throughout the week

June 12
AK**, IA, MS, and MO end federal 
benefits* 

June 19
AL, ID, IN, NH, WV, and WY end 
federal benefits* 

June 26
AR, FL**, GA, OH**, SD, TX, UT end 
federal benefits* 

June 27 OK ends federal benefits* 

Date Event*

June 30 SC ends federal benefits* 

July 2 June employment data released

July 10 AZ** ends federal benefits* 

July 11-17
July employment data collected 
throughout the week

August 6 July employment data released

*Federal benefits: $300 weekly supplement, Pandemic Unemployment assistance, 
and Pandemic Emergency Unemployment Compensation
**Only ending $300 weekly supplement. Other programs will continue.
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: ALJAZEERA, “Map: Tracking the Delta Variant,” July 7, 2021; CDC COVID Data Tracker, July 1, 2021.

2) DELTA VARIANT GOES GLOBAL

In the US, 99% of 
Covid-19 
hospitalizations 
and deaths in May 
were among the 
unvaccinated.
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: The Economist, “Europe is now a corporate also-ran. Can it recover its footing?” June 5, 2021. 

3) WHAT HAPPENED TO ALL THE EUROPEAN FIRMS?
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: Companiesmarketcap.com, July 6, 2021. Data Updated Real Time. 

3) WHAT HAPPENED TO ALL THE EUROPEAN FIRMS?
Top 20 Global Firms by Market Cap, as of noon ET July 6, 2021

Companies Market Cap (In Billions) Country 
1. Apple $ 2,365 USA

2. Microsoft $ 2,091 USA

3. Saudi Aramco $ 1,866 Saudi Arabia

4. Amazon $ 1,830 USA

5. Alphabet $ 1,706 USA

6. Facebook $ 997 USA

7. Tencent $ 688 China

8. Tesla $ 636 USA

9. Berkshire Hathaway $ 632 USA

10. TSMC $620 Taiwan 

11. Alibaba $ 586 China

12. Visa $ 525 USA

13. NVIDIA $ 515 USA

14. Samsung $ 482 South Korea

15. JPMorgan Chase $ 464 USA

16. Johnson & Johnson $ 441 USA

17. Walmart $ 392 USA

18. Kweichow Moutai $ 392 China

19. LVMH $ 389 France

20. UnitedHealth $384 USA
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© Hedgeye Risk Management LLC. All Rights Reserved.SOURCE: Companiesmarketcap.com, July 6, 2021. Data Updated Real Time. 

3) WHAT HAPPENED TO ALL THE EUROPEAN FIRMS?
European Firms in Top 100 Global Firms by Market Cap, as of noon ET July 6, 2021

Companies Market Cap (In Billions) Country 
19. LVMH $389 France

22. Nestle $350 Switzerland

27. Roche $329 Switzerland

29. ASML $286 Netherlands

35. L'Oréal $246 France

57. Novo Nordisk $194 Denmark

60. Accenture $192 Ireland

72. Medtronic $169 Ireland

75. SAP $168 Denmark

80. AstraZeneca $158 United Kingdom

81. Shell $157 Netherlands

82. Unilever $154 Netherlands

84. Hermes $151  France

87. Linde $150 United Kingdom

88. Prosus $149 Netherlands

91. Volkswagen $143 Denmark

92. Dior $146 France

99. Anheuser-Busch $140 Belgium
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Our Research Process is REPEATABLE
July 9, 2021

DATA SOURCE: BLOOMBERG 17
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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

18Source: Hedgeye GIP Model Market History Backtests. Quarterly expected values since 1Q98. Bloomberg data. Total Return indices. ETF exposures in ().
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Sector Performance
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE 19
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Sector Relative Performance
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE (Percentages relative to S&P 500 Performance) 20
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Market Share Volume & Total Value Traded
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE 21
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Style Factor Performance
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE 22
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Rates & Spreads
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE 23
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Key $USD Correlations
July 9, 2021

DATA SOURCE: BLOOMBERG, HEDGEYE 24
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CFTC
Non-Commercial
Net Long
Positioning
(Updated Weekly)

July 9, 2021

DATA SOURCE: BLOOMBERG 25
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Cross Asset Class Volatility
July 9, 2021

DATA SOURCE: BLOOMBERG 26
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Implied & Realized Volatility
July 9, 2021

DATA SOURCE: CBOE, CME, BLOOMBERG 27
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