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Intro to Capital Allocation 

• Napoleonic imperative

• Research provider selection criteria
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• Delivered proactively at 5:00 pm ET on Thursdays = CIO Corner

• On demand = Macro Pro (all subscribers); sector research & consults (Tiers 1 &2) 

Origins & Aims

Elements & Service Tiers

Curated Q & A
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Words To Live By
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If I have seen further it is by standing on the shoulders of giants.
                                                                                                             Isaac Newton (1643-1727)

It is not the strongest of the species that survive, nor the most intelligent, but 
the ones most responsive to change.                         Charles Darwin (1809 – 1882)

When the student is ready the master will appear. 

                                                                                                    Lao Tzu (~6th century B.C.)

Diversification is the only rational deployment of our ignorance.

Peter Bernstein (1919 – 2009)

I loved the competition. But I never had any fun. I never enjoyed it. All hard work 
all the time.                                                                       Carl Yazstremski (born 1939)
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Criteria for Primary Investment Research Provider



© Hedgeye Risk Management LLC. 5

Go Anywhere, Stay As Long As Conditions Warrant
ETF Pro Positions Maintained for Three Months or More Long

Short

Hedgeye Positions Ticker 4Q18 1Q19 2Q19 3Q19 4Q19 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23

Bonds

iShares 1-3 Year Treasury Bond ETF SHY

iShares 7-10 Year Treasury Bond ETF IEF

iShares 20+ Year Treasury Bond ETF TLT

iShares iBoxx $ High Yield Corporate Bond ETF HYG

Commodities

ProShares Bitcoin Strategy ETF BITO

Currencies

Invesco CurrencyShares Euro Trust FXE

Invesco DB US Dollar Index Bullish Fund UUP

SPDR Gold Shares GLD

Non-US Stocks

iShares MSCI Japan ETF EWJ

iShares JPX-Nikkei 400 ETF JPXN

iShares China Large-Cap ETF FXI

iShares MSCI France ETF EWQ

iShares MSCI Germany ETF EWG

iShares MSCI Hong Kong ETF EWH

iShares MSCI India ETF INDA

US Stocks

iShares Russell 2000 ETF IWM

Invesco QQQ Trust Series I QQQ

Consumer Staples Select Sector SPDR Fund XLP

Energy Select Sector SPDR Fund XLE

SPDR S&P Oil & Gas Exploration & Production ETF XOP

Real Estate Select Sector SPDR Fund XLRE

Industrial Select Sector SPDR Fund XLI

iShares U.S. Home Construction ETF ITB

Utilities Select Sector SPDR Fund XLU

iShares U.S. Aerospace & Defense ETF ITA

Technology Select Sector SPDR Fund XLK
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Dynamic Asset Allocation Gets A Bad Rap 

Fact:  S&P 500 “Buy-and-Hold” Total Return Since Inception in 1926 =       226x

Fact:  Remove 10 Best Days (Out of ~24,000!) =           75x

Fact:  Reinsert 10 Best Days But Remove 10 Worst =         741x

Question: How many of the 10 Worst Days occurred during bear markets?   Answer = 10 

Question: How many of the 10 Best Days occurred during bear markets?      Answer = 10

Fact:  Total Return Since 1926 excluding Both 10 Worst and 10 Best Days       245x

Fact:  245x > 226x (i.e., perfect timing isn’t needed to trump buy-and-hold) 

* Bear markets defined as epochs during which the S&P 500 fell at least 20% below its then all-time high without regaining it.



© Hedgeye Risk Management LLC. 7

Dynamic Asset Allocation Gets A Bad Rap (cont.)
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Elements of Capital Allocation @Hedgeye
Black = provided to all CA subscribers

Green = provided to Tier 1 and Tier 2 subscribers only 
Purple = provided to Tier 1 subscribers only

What When Wherefore

Risk Range™ Signals Daily Trade ranges & Trend characterizations for widely held exposures
Early Look Daily Commentary on evolving economic & market conditions

The Macro Show Daily 30-minute webcast based on Early Look

The Call @ Hedgeye Daily 60-minute webcast featuring Hedgeye sector specialists

ETF Pro Plus Weekly ETF-specific recommendations based on Hedgeye research

Investing Ideas Weekly Stock-specific recommendations based on Hedgeye research

CIO Corner Weekly Notable opportunities & perils in markets with commentary

Macro Themes 8x year Comprehensive analyses of economic and market conditions

Demography Varied Commentaries on notable demographic trends

Access to CA Forum Varied Controlled access discussion board described later in this memo

Consult CA Team Varied One 60-minute consult per quarter

Consult CA Team Varied Two additional 60-minute consults per quarter

Consult Other Sector Teams * Varied Three 45-minute consults per quarter
Sector-Specific Black Books * Varied Three such books of a subscriber’s choosing per quarter

* In addition to CA, Hedgeye employs teams generating research on multiple economic and capital market sectors, including China-based 
companies; Consumer Staples; Communications; Financials; Gaming, Lodging & Leisure (GLL); Healthcare; Industrials; Retail; Real Estate 
(a/k/a REITs) and Technology. Hedgeye specialists also generate robust and regularly recurring research on trends in demography; healthcare 
policies; and US federal budget, defense, legal and regulatory policies.
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When What Whys and Wherefores Pages

Week 1 Observe Data of perceived cardinal importance to allocators as a group 24
Orient Return prospects for multiple exposures over next 9+ months 6
Decide ETF Pro Positions Held for Three or More Months 1
Act Changes in exposure appraisals furnished in Orient 1
Coming Attractions Upcoming Hedgeye events and enhancements to Hedgeye services 1

Typical number of pages in Week 1 editions = 32

Weeks Best Practices Policies, strategies or tactics used successfully by savvy allocators 2
2 - 4 Canaries in Coal Mines Data suggesting potential inflections in economic or market trends 1

Come Again? Notably suspect assertions by prominent players in capital markets 1
Coming Attractions Upcoming events and enhancements to Hedgeye services 1
First Principles Suggested measures for getting structured for investment success 1
Great Contemporaries Profiles of laudable investment pros plying their trade full-time 1
Good, Bad and Ugly Critiques of varying approaches to investment policy-making 2
Good Question! Answers to notably insightful questions raised by CA subscribers 1
ICYMI Worthwhile papers on topics of interest to allocators 1
Mistakes to Avoid Mistakes allocators should take care to avoid 2
Profiles in Courage Intrepid words or deeds that spawned investment wins 1
Revisionist History Notable revisions to publicly reported macro data 1
Startling Stats Arrestingly interesting data appearing in other Hedgeye products 1
This Just In Updates to prior (and especially recent) editions of Observe 2
Well Put! Notably thoughtful posts by patrons to CA Forum 1
Who Knew? Notable facts or phenomena surfaced by CA staff or patrons 1

Typical number of pages in Week 2 – 4 editions = 12
© Hedgeye Risk Management LLC.

Preliminary Game Plan for CIO Corner
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U.S. Quad Projections as of August 2023

Orient Comments

What changed when Hedgeye’s 
Macro team updated the Quad 
projections furnished in Issue 1 to 
reflect fresh data fed into Hedgeye’s 
Nowcast model for the US? Not 
much: 3Q23 shifted from a shallow 
Quad 1 (<25 bp from the vertical 
axis) to a shallow Quad 4; 4Q23 and 
1Q24 stayed in their pre-existing 
Quads (4 and 3, respectively); and 
2Q24 entered stage right with an 
initial Quad 3 projection. 

By our lights, the key takeaway for 
allocators pondering whether and 
how to adjust portfolio positions to 
optimize risk-adjusted expected 
returns between now and the end of 
the projection period examined at 
left is this: beware exposures that 
typically generate positive absolute 
returns under either Quad 3 or Quad 
4 conditions but not both. Alas, as 
noted  in Return Tendencies by Quad in 
the Appendix, the list of exposures 
clearing the bar just set is short, 
making abnormally large cash 
positions a prudent posture for the 
time being.

11
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US Real GDP Nowcast Model

OrientComments
This exhibit catalogs 
select inputs to the 
model Hedgeye employs 
to forecast rates of 
change in US real GDP.
The  model  is  re-
trained quarterly to  
enhance its accuracy.
As noted in the 
immediately prior 
Commentary, Hedgeye 
expects real US GDP 
growth to accelerate  
modestly in the current 
quarter (3Q2023) and to 
decelerate in 4Q2023 and 
1Q2024.
Given the generally 
gloomy (red)  character  
of  newly arriving  data  
at left,  our presumption  
is  that  our current 
projections for real GDP 
growth are more likely to 
prove too optimistic than 
too pessimistic,  if  
indeed  they miss the 
ultimate mark.

12
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Conditional Probabilities in Practice
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United States

GROWTH 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23E 4Q23E 1Q24E 2Q24E INFLATION 1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23E 4Q23E 1Q24E 2Q24E
Base Effects 2.61% 2.70% 2.73% 2.44% 1.49% -3.11% 0.14% 0.53% 1.01% 2.06% 1.47% 2.10% 2.44% 7.13% 3.45% 3.30% 2.74% 2.18% Base Effects 1.93% 2.26% 2.20% 2.12% 1.88% 1.09% 1.49% 1.64% 2.01% 2.61% 3.28% 3.96% 4.93% 6.74% 6.83% 6.90% 6.89% 6.31%
Real GDP YoY 0.82% -8.35% -2.02% -1.52% 1.19% 12.46% 4.96% 5.72% 3.68% 1.80% 1.94% 0.88% 1.80% 2.56% 2.38% 1.70% 1.00% 0.40% Headline CPI YoY 2.12% 0.36% 1.22% 1.24% 1.90% 4.85% 5.34% 6.69% 7.96% 8.63% 8.33% 7.10% 5.81% 3.98% 3.40% 3.37% 3.38% 3.44%

GIP Model Quad 3 4 2 2 2 2 3 2 3 3 1 4 1 1 4 4 3 3 GIP Model Quad 3 4 2 2 2 2 3 2 3 3 1 4 1 1 4 4 3 3
Unconditional Probability Of Forecasted Delta 83% 80% 80% 80% Unconditional Probability Of Forecasted Delta 73% 68% 68% 68%

Conditional Probability Of Forecasted Delta 56% 75% 75% 71% Conditional Probability Of Forecasted Delta 86% 52% 51% 54%
Conditional Probability Of Quad 1 37.3% 13.3% 12.1% 13.2% Conditional Probability Of Quad 1 37.3% 13.3% 12.1% 13.2%
Conditional Probability Of Quad 2 6.3% 12.2% 12.6% 15.4% Conditional Probability Of Quad 2 6.3% 12.2% 12.6% 15.4%
Conditional Probability Of Quad 3 8.1% 35.8% 38.3% 38.3% Conditional Probability Of Quad 3 8.1% 35.8% 38.3% 38.3%
Conditional Probability Of Quad 4 48.3% 38.7% 37.0% 33.1% Conditional Probability Of Quad 4 48.3% 38.7% 37.0% 33.1%
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Data Source: BEA, BLS      Light Blue box = Hedgeye Nowcast Model estimate. Dark Blue boxes = Hedgeye Comparative Base Effects Model estimates. 
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One Geek’s View of Effective Investing

Source: biologyforlife.com/skew.html
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Illustrative Edition of G20 Quad Projections

Comments
This exhibit comprises actual 
and projected rates of change 
in  real  GDP  growth  and 
inflation for G20 economies 
plus the Eurozone taken as a 
whole.

As  the  columns  labeled 
Estimates  suggest,  Quad 
outlooks  over multi-quarter 
horizons   of   presumed 
keenest  interest  to  CA 
subscribers  are  decidedly 
mixed,  with  Asia  ex-China 
arguably being the geography 
holding the most promise for 
allocators   seeking   (or 
compelled   by   applicable 
policy guidelines)  to  make 
fresh purchases of stocks on a  
diversified  if  not  fully 
indexed basis.

FWIW,  Hedgeye  generally 
eschews   fully   indexed 
approaches    to    stock 
investing,   for   reasons 
telegraphed   in   Return 
Tendencies By Quad below.

15
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Illustrative Edition of EM Quad Projections
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Comments

This  exhibit  documents  actual 
and projected rates of change in 
real GDP growth and inflation for 
23 economies labeled “Emerging 
Markets” by commercial arbiters 
of such things and in turn by 
countless  investors  who  take 
such labels as gospel.

(Are  Hong  Kong,  Israel,  South 
Korea   and   Taiwan   rightly 
considered emerging economies? 
Not by our lights. Are China or 
Russia   rightly   considered 
plausible destinations for capital 
stewarded  by  fiduciaries  on 
behalf of others? We have our 
doubts, to be conveyed in future 
editions of CIO Corner.)

As the Estimates at left suggest, 
Quad outlooks for the nations 
examined  over  multi-quarter 
horizons of presumed interest to 
CA subscribers are mixed, with 
Chile, Columbia, Peru and 
Taiwan arguably holding the most 
promise for  country-specific 
stock baskets like those appraised 
in Orient and Decide.
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Return Tendencies By Quad
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Comments

As  with all  forward-looking 
analyses   furnished   by 
Hedgeye—or   indeed   any 
research provider—the 
outcomes projected here are 
properly viewed as informed 
guesstimates  as  distinct 
from certainties: tendencies 
gleaned   from   regularly 
updated  studies  of  actual 
asset  price  changes  under 
each  of  the  four  Quads 
examined,  with  Quads  as 
used here reflecting rates of 
change in US real GDP growth 
and inflation as measured by 
so-called Headline CPI.

What,  if  anything,  should 
careful allocators do with the 
information furnished at left? 
Our answer to this question is 
well  known  to  Hedgeye 
votaries: let Signals trump 
Quads, as we ourselves do 
when crafting the exposure 
appraisals   furnished   in 
Orient Dashboard.
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Quarterly Expected Values By Quad Regime
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Hedgeye Macro US GIP Model Backtest

Exposure 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4 11 12 13 14 21 22 23 24 31 32 33 34 41 42 43 44 1 2 3 4

S&P 500 INDEX (SPY) 6.0% 4.4% -0.1% -1.8% 1.6% 4.1% 2.0% 5.2% 9.0% 3.4% -4.8% -11.4% 8.6% 7.7% 0.6% -6.7% 3.4% 1.5% -2.8% -0.6% 5.0% 2.9% 3.8% 1.8% 10.0% 6.1% 0.4% 1.2% 2.9% 6.7% 2.0% -5.9% 3.1% -0.6% -3.2% -3.6% 8.6% 3.9% 5.7% -0.6% 3.2% 4.3% -1.7% 1.6%

Communication Services (XLC) 6.2% 0.7% -1.1% -0.3% 4.3% 1.6% 3.4% 8.2% 6.4% -1.5% -7.0% -10.5% 9.3% 4.9% 1.2% -5.0% 2.4% -2.6% -5.0% 3.2% 5.0% -1.8% 3.2% 2.1% 11.4% 3.1% -1.8% 4.5% 4.0% 4.2% 1.9% -3.5% 3.0% -6.0% -3.2% 0.6% 7.5% -5.6% 3.9% -1.9% 2.5% 2.8% -1.5% 0.9%

Consumer Cyclical (XLY) 7.3% 4.5% -0.5% -0.6% 0.4% 4.5% 1.1% 5.8% 13.5% 3.7% -5.8% -10.6% 10.1% 7.4% -1.0% -3.7% 5.4% 0.7% -1.6% -0.7% 5.0% 4.6% 2.5% 2.1% 13.7% 6.6% 1.0% 1.7% 1.7% 7.9% -1.2% -5.6% 1.7% -2.4% -3.1% -3.8% 12.3% 2.9% 6.0% 2.1% 4.2% 4.6% -1.8% 2.4%

Consumer Non-Cyclical (XLP) 4.7% 2.1% 0.4% 0.9% 0.7% -2.3% 1.5% 6.7% 7.1% 4.9% -0.3% -2.3% 6.9% 4.9% 0.8% -3.3% 3.7% -0.9% 0.2% 8.6% 3.7% 1.3% 0.2% 0.8% 8.9% 3.3% 0.4% 3.5% 3.1% 2.0% -1.5% -3.5% 1.4% 1.9% 0.3% 2.3% 5.9% -2.6% 4.9% 0.0% 1.7% 3.1% 0.9% 1.9%

Energy (XLE) 5.7% 5.2% 2.4% -4.7% 2.5% 3.2% 5.5% 2.4% 6.8% 3.3% -2.1% -18.1% 6.3% 11.9% 8.2% -13.1% 3.1% 2.6% -4.3% 1.2% 8.9% -1.6% 6.7% -0.2% 4.5% 0.7% 3.3% -4.9% 2.4% 10.2% 8.1% -24.9% 3.8% 2.8% -2.3% -1.0% 10.4% 2.3% 6.7% -2.3% 7.7% 4.6% -3.7% 1.1%

Financials (XLF) 5.6% 4.3% -0.7% -2.3% -0.4% 0.9% -0.7% 3.1% 10.2% 2.8% -1.5% -14.4% 8.1% 8.4% -1.9% -9.9% 3.6% 4.1% -1.6% 1.4% 4.0% -1.5% 3.1% 2.5% 12.1% 4.0% 0.5% 1.6% 1.4% 10.3% 6.2% -13.8% 0.6% -4.4% -6.7% -2.7% 8.6% 4.6% 5.5% -0.6% 1.7% 5.0% -3.9% 1.8%

Health Care (XLV) 5.4% 4.0% 0.0% 0.7% 3.1% 1.9% -0.5% 7.3% 6.2% 5.7% -2.1% -4.6% 7.6% 7.7% 1.3% -4.1% 3.5% -0.7% -1.1% 7.3% 4.0% 3.8% 0.1% 1.7% 7.2% 5.9% 0.5% 4.5% 2.7% 2.7% 2.0% 0.9% 4.8% 4.4% -2.1% 1.9% 6.9% 0.9% 2.7% -1.6% 1.8% 3.7% -0.7% 3.5%

Industrials (XLI) 6.2% 4.8% -0.2% -2.0% 1.1% 1.6% 2.1% 6.4% 8.6% 4.5% -4.4% -11.5% 9.0% 8.6% 0.4% -6.5% 2.9% 2.6% -3.2% -0.7% 5.5% 1.8% 5.1% 1.2% 9.1% 6.8% 0.4% 0.0% 4.2% 6.9% 1.9% -8.5% 3.1% -0.2% -3.1% -3.0% 8.3% 4.1% 5.3% -0.4% 2.8% 5.7% -1.9% 0.6%

Information Technology (XLK) 7.6% 7.5% 0.5% -2.7% 2.7% 12.4% 4.4% 4.9% 12.4% 3.8% -6.9% -15.2% 12.0% 9.1% 1.1% -6.4% 2.9% 3.9% -2.8% -8.6% 5.0% 9.0% 6.3% 3.5% 13.8% 10.5% -0.5% 0.1% 5.0% 9.3% 4.6% -1.6% 3.3% 0.7% -2.6% -10.4% 10.0% 12.9% 8.5% 1.7% 4.1% 5.2% -0.7% 3.1%

Materials (XLB) 6.3% 4.0% -0.2% -0.7% 1.0% 2.2% 5.0% 1.7% 10.2% 2.7% -7.9% -7.2% 6.9% 8.5% 3.3% -7.6% 5.5% 1.7% -5.1% 5.4% 7.2% -0.2% 3.9% 2.2% 5.7% 8.3% 2.8% -5.2% 4.7% 5.8% -1.2% -12.9% 2.0% -3.0% -4.0% 1.6% 11.8% 3.7% 5.6% 2.2% 6.8% 4.7% -2.2% -0.2%

REITS (XLRE) 5.1% 3.2% -2.1% -2.1% 2.6% 0.0% 2.3% 7.2% 12.7% 8.6% -5.8% -16.1% 9.6% 8.3% -3.2% -24.9% 1.4% -1.0% -2.3% 5.8% - 0.2% 0.8% 2.8% - 0.2% -9.5% - - 3.5% -1.5% -12.7% 2.6% 14.9% -1.5% 5.8% 12.7% -1.8% 0.8% 4.4% 5.4% 2.6% -4.9% 0.7%

Utilities (XLU) 3.9% 0.5% 3.0% 0.1% 4.6% -1.0% 4.2% 8.0% 1.5% 1.6% 4.0% -5.0% 5.5% 3.8% 3.1% -6.5% 3.1% -3.7% 1.1% 5.9% 2.2% 0.4% 6.6% 3.1% 3.1% 2.8% -0.1% 9.7% 1.0% 0.1% 9.7% -5.6% 8.1% -0.2% 1.3% 1.2% 2.5% -5.9% 7.6% -2.8% 3.2% 3.3% 1.2% 0.7%

Growth (IWF) 6.4% 5.8% -0.4% -2.5% 1.5% 7.5% 1.9% 5.3% 10.4% 4.2% -6.4% -13.1% 9.5% 8.0% 0.7% -7.0% 3.3% 2.2% -3.4% -5.2% 4.8% 6.5% 3.8% 2.7% 11.5% 8.3% 0.2% 1.1% 3.0% 7.8% 1.7% -2.5% 2.6% 0.4% -3.6% -7.0% 9.2% 4.6% 5.9% -0.5% 2.9% 4.8% -1.5% 1.6%

Value (IWD) 5.9% 3.2% 0.2% -1.4% 1.7% 0.8% 2.1% 5.0% 8.3% 2.5% -3.1% -10.4% 7.9% 7.5% 0.8% -6.9% 3.8% 1.0% -2.5% 3.1% 5.6% -0.9% 4.5% 1.3% 8.8% 4.4% 0.5% 1.5% 2.5% 6.1% 3.2% -10.5% 2.8% -2.6% -3.1% -0.8% 8.5% 3.5% 6.0% -0.6% 3.8% 4.2% -2.4% 1.4%

Cyclicals (RSP) 7.0% 5.4% -0.2% -3.4% 1.6% 6.0% 2.4% 4.1% 12.1% 2.9% -6.4% -16.4% 10.0% 9.1% 1.5% -9.1% 3.6% 2.3% -4.3% -4.6% 6.1% 3.4% 5.2% 2.4% 12.2% 7.3% 0.8% 0.5% 2.7% 9.1% 3.7% -8.6% 2.9% -2.6% -4.9% -7.1% 10.7% 7.6% 7.0% -0.7% 4.1% 5.2% -3.2% 1.4%

Defensives (DEF) 5.4% 3.7% 0.0% -0.5% 2.3% 2.7% 1.5% 6.1% 7.1% 3.8% -3.4% -7.6% 7.6% 6.4% 0.1% -4.7% 3.4% 0.8% -1.7% 2.1% 4.5% 2.9% 3.1% 1.9% 8.4% 5.4% 0.0% 1.9% 2.7% 4.9% 1.1% -4.2% 3.7% 0.7% -1.9% -1.1% 7.2% 0.6% 5.0% 0.0% 2.6% 3.8% -0.5% 1.7%

High Beta (SPHB) 8.4% 7.9% -0.9% -4.6% 1.5% 7.8% 2.2% 3.3% 14.1% 4.2% -7.7% -20.3% 13.7% 13.6% 1.6% -10.7% 2.7% 3.6% -6.8% -9.0% 4.5% 4.3% 6.9% 2.9% 13.0% 7.2% -0.8% -2.1% 2.9% 15.2% 7.0% -15.6% 3.8% -3.2% -8.1% -11.5% 13.3% 12.2% 11.3% 2.4% 4.2% 6.8% -4.4% 1.8%

Low Beta (SPLV) 4.6% 2.2% 1.0% 1.5% 3.1% -1.0% 2.1% 7.7% 5.3% 4.4% 0.4% -4.0% 5.6% 5.3% 0.5% -2.7% 4.4% -0.3% 0.1% 7.2% 3.1% 0.6% 3.6% 2.3% 5.9% 4.2% -0.5% 4.8% 2.2% 2.4% 2.2% -7.0% 4.2% 0.8% 0.8% 2.2% 5.6% -2.5% 4.9% 1.8% 3.6% 3.3% 0.4% 1.6%

Momentum (MTUM) 7.0% 5.0% 0.7% -3.7% 2.8% 7.7% 3.2% 6.2% 10.5% 3.6% -5.5% -14.3% 9.0% 6.2% 0.9% -8.1% 5.3% 1.3% -2.0% -5.2% 7.1% 7.6% 5.5% 1.0% 13.3% 6.3% 1.8% 1.2% 3.6% 8.1% 1.7% -2.0% 3.7% -0.7% -2.7% -7.3% 9.0% 3.5% 7.9% -3.2% 3.7% 4.2% -1.3% 2.3%

Quality (QUAL) 6.4% 4.6% 0.2% -0.3% 3.1% 2.8% 2.3% 6.3% 9.1% 4.9% -4.1% -8.2% 9.0% 7.5% 1.2% -4.7% 3.9% 1.7% -2.3% 2.5% 5.7% 3.7% 3.6% 2.2% 9.6% 6.0% 0.8% 1.4% 3.8% 5.9% 1.8% -3.9% 4.7% 1.8% -2.5% -1.6% 8.2% 1.8% 5.8% 0.9% 3.3% 4.8% -0.3% 1.9%

Dividend Yield (SDY) 6.2% 3.1% 0.1% 1.2% 1.8% 0.1% 1.5% 6.8% 9.2% 3.7% -1.8% -5.1% 8.2% 7.4% 0.0% -2.9% 4.6% 0.6% -1.0% 6.6% 5.4% -0.5% 2.4% 2.1% 9.0% 5.2% -0.2% 2.8% 2.4% 4.8% 0.2% -7.7% 3.8% -1.2% -0.8% 2.2% 9.2% 0.5% 4.3% 2.2% 3.8% 4.0% -0.3% 2.1%

Size (OEF) 6.0% 4.6% -0.2% -2.0% 1.2% 5.2% 1.9% 5.1% 8.6% 3.4% -5.0% -10.6% 8.8% 7.4% 0.2% -6.5% 3.0% 1.8% -2.5% -0.4% 5.1% 3.8% 3.8% 1.1% 10.0% 6.2% 0.4% 0.5% 3.2% 6.8% 1.9% -4.2% 2.7% 0.0% -3.0% -3.6% 8.4% 3.9% 4.8% -1.2% 2.8% 4.2% -1.4% 1.8%

Secular Growth (QQQ) 6.3% 7.8% 0.3% -2.9% 3.1% 14.7% 3.1% 4.9% 9.2% 3.2% -6.4% -13.8% 10.9% 9.2% 1.0% -6.7% 0.7% 3.0% -4.5% -8.8% 5.1% 11.3% 7.5% 3.4% 9.5% 10.0% -2.2% 0.3% 5.5% 11.5% 6.0% -0.8% 2.8% -0.4% -2.8% -9.7% 8.4% 10.7% 8.8% 0.6% 3.9% 5.3% -0.4% 1.5%

Mid-Caps (MDY) 7.0% 5.2% 0.5% -1.8% 2.1% 3.8% 2.5% 4.8% 12.7% 3.6% -3.7% -12.6% 8.9% 9.2% 2.0% -6.4% 5.1% 2.4% -3.6% -1.5% 6.5% 2.3% 6.4% 2.1% 12.2% 5.8% 0.2% 1.9% 1.4% 9.4% 4.7% -12.9% 3.3% -1.7% -2.8% -4.2% 10.9% 4.1% 6.7% 1.4% 5.5% 6.0% -2.3% 0.9%

Small-Caps (IWM) 6.2% 5.7% -0.7% -2.0% 1.7% 5.9% 1.6% 5.6% 10.8% 2.3% -5.8% -13.9% 7.6% 9.5% 0.5% -5.6% 5.1% 2.7% -4.8% -1.5% 5.4% 3.5% 5.6% 0.8% 9.9% 7.3% -0.5% 3.5% 0.6% 10.6% 0.8% -13.5% 2.1% -3.8% -3.5% -5.1% 11.4% 9.0% 7.0% 1.0% 6.0% 4.6% -2.9% 0.8%

BARCLAYS AGG (AGG) 1.2% 0.4% 0.6% 2.3% 1.4% 0.0% 0.8% 1.8% 1.6% 0.9% 0.1% 2.8% 1.5% 0.4% 0.3% 2.5% 1.6% 0.4% 0.9% 3.1% 0.4% 0.2% 0.3% 1.7% 0.7% 0.4% 0.6% 2.3% 1.3% -0.4% 0.3% 1.6% 1.3% 1.4% 0.6% 3.1% 1.5% 0.5% 1.1% 1.8% 0.9% 1.0% 1.2% 1.0%

Leveraged Loans (BKLN) 2.1% 1.8% 0.4% 0.5% 1.4% 1.1% 1.5% 1.8% 3.7% 2.0% -1.0% -7.5% 2.6% 2.3% 0.9% -4.6% 1.3% 1.4% -0.5% 1.5% 2.3% 1.6% 1.5% 4.4% 1.9% 2.3% 1.2% 0.3% 0.2% 2.1% 0.9% -5.6% 1.5% 0.7% -0.9% -2.6% 4.1% 3.1% 1.7% 4.4% 2.3% 1.7% -0.6% 1.0%

BDCs (BIZD) 5.7% 6.5% -1.5% -0.8% 4.3% 1.3% -2.3% 5.1% 12.8% 10.5% -3.1% -32.4% 7.5% 10.6% -1.8% -29.4% 1.3% 1.7% -2.5% 5.4% 6.6% 2.4% 2.3% 8.8% 8.7% 3.8% -0.5% 4.1% -3.6% 9.7% 4.3% -20.2% 2.7% 2.0% -5.2% -5.9% 13.9% 8.5% 4.2% 10.3% 7.9% 5.4% -6.9% 2.9%

Preferreds (PFF) 1.8% 3.0% -0.5% -0.9% 1.5% 1.6% -0.3% 1.5% 3.5% 4.2% -2.1% -14.8% 2.8% 3.3% 0.6% -11.1% 0.9% 2.0% -1.8% 2.2% 1.3% 4.0% -0.3% 1.7% 1.7% 3.4% -0.4% 1.3% 0.6% 3.6% 2.4% -10.6% 1.5% 0.0% -2.0% -0.5% 3.4% 4.7% 0.7% 1.7% 5.7% 0.9% -1.9% 0.1%

IG Credit (LQD) 1.9% 0.6% 0.2% 2.5% 1.7% 0.0% 0.8% 2.7% 3.0% 1.2% -0.9% 1.1% 2.4% 1.1% 0.3% 1.8% 1.8% 0.6% 0.3% 3.5% 1.1% 0.0% 0.1% 2.6% 1.4% 0.9% 0.4% 2.6% 1.3% -0.1% 0.2% -1.1% 1.7% 1.4% -0.2% 3.3% 2.9% 1.2% 1.5% 2.7% 1.5% 1.3% 0.9% 1.1%

HY Credit (HYG) 3.1% 2.0% 0.1% 1.2% 1.2% 0.8% 1.3% 3.2% 5.2% 2.3% -2.4% -8.5% 3.6% 3.2% 1.3% -3.7% 2.8% 1.4% -1.3% 1.5% 2.7% 1.0% 0.8% 5.3% 3.0% 3.4% 0.6% 1.2% 1.6% 2.1% 0.6% -5.1% 1.7% 0.0% -1.4% -1.3% 5.4% 5.6% 2.7% 4.7% 2.4% 2.7% -1.1% 1.4%

Convertibles (CWB) 5.1% 5.6% -0.9% -0.2% 3.8% 4.4% 1.8% 3.0% 9.6% 4.9% -5.3% -14.1% 7.1% 6.6% 0.7% -10.7% 3.1% 3.6% -4.6% 1.0% 3.9% 6.6% 2.6% 3.2% 6.5% 7.1% 1.9% -0.6% 1.6% 5.3% -0.4% -5.6% 2.8% 2.7% -5.0% -2.7% 10.1% 7.1% 4.6% 5.8% 8.1% 3.6% -1.6% 0.8%

EM USD Debt (EMB) 2.6% 1.5% 1.0% 1.9% -1.6% 2.0% 2.6% 2.3% 6.6% 1.4% -1.7% -2.7% 2.1% 2.1% 1.4% -2.7% 3.5% 0.5% -0.2% 3.4% 3.4% 1.7% 2.6% 5.1% 4.7% 2.1% -0.2% 1.9% 1.7% 1.5% 3.0% -3.9% -1.5% 0.5% 0.2% 2.3% 5.8% 3.1% 4.3% 3.0% 1.1% 3.1% 0.5% 1.2%

EM Local Currency Debt (EMLC) 1.2% 1.5% 0.0% -0.6% 1.2% 0.4% 6.3% -0.2% 2.7% 2.1% -3.5% -3.5% 0.4% 2.9% 1.4% -5.8% -1.4% 0.1% -1.8% 0.5% 5.6% -1.2% 3.4% 2.0% 3.7% 2.8% 1.3% -2.6% -2.7% 0.0% 1.2% -3.9% 0.5% 2.9% -1.6% -1.7% 3.8% 3.1% 3.4% 2.6% 2.0% 2.6% -1.6% -0.4%

1-3yr Treasurys (SHY) 0.6% 0.4% 0.6% 1.3% 0.7% 0.4% 0.6% 0.4% 0.4% 0.5% 0.3% 2.1% 0.8% 0.1% 0.3% 2.0% 0.7% 0.4% 0.8% 1.4% 0.1% 0.6% 0.4% 0.7% 0.4% 0.3% 0.7% 0.5% 0.8% 0.1% 0.4% 1.5% 0.5% 1.0% 0.5% 1.6% 0.6% -0.1% 0.5% 1.3% 0.5% 0.7% 0.9% 0.6%

5-10yr Treasurys (IEF) 1.2% 0.0% 0.8% 2.8% 1.5% -0.4% 0.5% 2.1% 1.1% 0.9% 1.0% 5.5% 1.4% -0.2% 0.3% 4.2% 1.8% 0.3% 1.6% 4.0% 0.0% 0.0% -0.1% 1.1% 0.5% -0.4% 0.4% 3.5% 1.8% -1.1% 0.2% 4.1% 1.7% 2.0% 1.5% 4.6% 0.8% -0.4% 0.7% 0.9% 0.6% 0.8% 2.3% 1.0%

10-20yr Treasurys (TLT) 1.5% -0.6% 0.9% 4.0% 1.6% -1.1% 0.7% 3.7% 1.4% 0.7% 1.1% 8.0% 1.8% -1.1% -0.1% 5.7% 2.4% 0.0% 1.8% 6.1% -0.6% -0.5% 0.3% 1.5% 0.3% -1.5% 0.1% 6.4% 2.4% -2.1% 0.3% 6.9% 2.4% 2.6% 1.7% 6.4% 0.8% -0.7% 1.3% 0.6% 0.2% 0.6% 3.2% 1.4%

25+ Year Treasurys (EDV) 1.7% -1.1% 1.1% 5.4% 1.7% -1.7% 0.5% 6.0% 1.6% 0.5% 2.5% 12.9% 2.2% -1.8% -0.3% 9.7% 3.4% -0.2% 2.5% 8.6% -2.0% -1.0% 0.3% 0.1% -0.6% -3.0% -0.7% 10.3% 3.8% -2.9% 0.4% 9.8% 3.2% 3.4% 2.9% 10.5% 0.4% -0.1% 1.5% -1.3% 0.2% 0.1% 4.6% 2.1%

0-5yr TIPS (STIP) 0.6% 0.9% 0.9% 0.4% 0.5% 0.6% 1.2% 0.2% 1.2% 1.4% 0.0% -2.0% 0.7% 1.2% 1.4% -2.5% 0.6% 0.4% 0.4% 0.7% 0.3% 0.8% 0.8% 1.4% 0.8% 1.1% 1.0% -0.1% 0.4% 0.7% 0.6% -0.3% 0.2% 1.1% 0.9% -0.2% 1.0% 0.3% 1.2% 1.9% 1.0% 1.1% 0.8% 0.1%

5-10yr TIPS (TIP) 0.9% 1.3% 1.2% 1.4% 0.5% 0.4% 1.8% 1.4% 2.6% 2.4% -0.3% -1.0% 0.6% 1.6% 1.8% -1.2% 1.7% 1.0% 0.8% 2.7% 0.5% 1.0% 0.7% 1.9% 0.3% 1.5% 1.3% 1.9% 0.8% 0.3% 0.1% 0.3% 0.7% 3.2% 1.2% 0.8% 1.7% 0.8% 1.8% 2.5% 1.7% 1.5% 1.4% 0.3%

MBS (MBB) 0.9% 0.5% 0.7% 2.1% 1.0% 0.3% 0.9% 1.2% 1.3% 0.9% 0.3% 2.8% 0.8% 0.6% 0.5% 2.4% 1.5% 0.3% 1.1% 2.4% 0.3% 0.5% 0.4% 1.6% 0.4% 0.6% 1.0% 1.7% 1.2% -0.2% 0.3% 1.4% 0.8% 1.2% 0.7% 2.7% 1.2% 0.6% 1.0% 1.9% 0.9% 1.0% 0.9% 1.1%

Munis (MUB) 1.5% 0.5% 0.5% 2.0% 1.4% 0.1% 0.7% 1.7% 2.2% 1.2% 0.0% 1.4% 1.7% 0.8% -0.1% 0.9% 1.4% 0.3% 1.0% 3.1% 1.3% 0.2% 0.3% 2.3% 0.9% 0.3% 0.4% 2.1% 1.4% 0.0% 0.1% -0.4% 1.4% 1.4% 0.5% 2.6% 2.1% -0.3% 1.1% 2.0% 1.4% 0.8% 1.0% 1.0%

Taxable Munis (BAB) 1.9% 0.1% 1.0% 2.2% 1.8% 0.0% 1.8% 3.1% 4.4% 1.0% 0.9% -0.7% 1.8% 0.5% 0.6% -0.1% 2.6% -0.5% 1.3% 4.7% 2.6% 0.2% 1.6% 2.1% 0.7% -0.5% 0.3% 3.5% 2.2% 0.1% -2.1% 0.4% 1.6% 1.2% 2.0% 1.9% 3.6% 0.5% 4.5% 2.7% 1.4% 0.8% 1.6% 1.3%

CRB Index (DBC) 1.3% 5.5% 2.6% -5.3% 1.0% 5.2% 4.3% -1.1% 1.9% 6.6% -0.5% -16.1% -0.7% 6.4% 9.1% -15.6% 1.7% 3.6% -3.2% -0.6% 6.1% 6.4% 3.8% 1.3% 0.8% 6.2% 4.1% -9.9% 0.0% 5.7% 8.6% -18.2% 0.5% 6.0% -1.9% -2.8% 3.7% -3.2% 2.6% -2.2% 4.4% 3.5% 0.0% -2.2%

CRB Raw Index 1.1% 4.1% -0.1% -1.4% 1.1% 1.7% 0.7% -2.4% 1.2% 5.4% -2.5% -6.4% -1.1% 5.9% 2.5% -7.4% 1.6% 2.9% -1.6% -1.1% 5.2% 2.7% -1.4% 3.6% 1.8% 5.8% 1.6% -4.2% 1.4% 4.8% 2.0% -6.8% -1.3% 1.6% -2.3% -1.8% 2.8% 2.3% -2.4% 1.2% 1.8% 3.2% -1.3% -1.1%

CRB Foodstuffs Index (DBA) -0.2% 3.8% 2.1% -1.6% 1.4% -1.1% 2.1% -1.6% -2.7% 8.3% 0.8% -4.8% -4.2% 7.1% 6.5% -4.6% 3.0% 0.7% -0.8% 1.9% 4.3% 2.3% 1.2% -0.7% 5.5% 5.0% 3.6% -4.6% -2.3% 4.3% 3.0% -6.5% -1.9% 4.0% 0.9% -3.3% -0.7% -9.0% -0.3% 2.1% 3.1% 1.1% 2.5% -0.8%

Bloomberg Energy Index (BNO) 5.4% 11.7% 6.1% -9.5% 1.6% 8.2% 13.1% -1.7% 13.2% 16.7% -2.6% -36.2% 4.5% 9.3% 12.5% -30.7% 2.8% 7.8% -1.2% -3.7% 11.9% 20.0% 10.4% 6.1% -0.2% 9.2% 11.4% -18.9% -2.5% 11.5% 4.7% -32.4% 2.5% 16.8% 1.9% -6.9% 16.7% -0.8% 6.5% -2.3% 15.4% 6.2% -2.1% -1.0%

Bloomberg Precious Metals Index (DBP) 2.7% 4.7% 0.4% 0.6% 4.6% 4.7% 2.9% -0.5% 4.7% 6.3% -6.1% 2.1% -0.5% 6.0% 4.0% -5.6% 4.5% 1.6% -3.5% 1.4% 7.5% 6.2% 2.3% 5.5% 3.7% 8.5% 1.6% -3.9% 0.7% 1.5% 3.4% -0.3% 0.0% 6.0% -3.2% 4.3% 6.4% 2.6% 4.0% -0.3% 1.0% 5.1% 1.9% -1.2%

Silver (SLV) 5.8% 2.6% -1.0% 1.1% 9.9% 0.5% 1.8% -2.5% 11.4% 5.0% -8.9% -5.3% -0.5% 5.0% 6.1% -4.8% 9.4% -2.0% -5.2% 1.0% 15.5% 4.3% -3.7% 6.2% 5.8% 9.5% -0.5% -7.7% 0.8% -0.8% 0.2% -15.4% -1.7% 0.9% -2.8% 8.5% 17.1% 2.5% 2.0% 2.9% 6.1% 3.1% 0.4% -0.7%

Bitcoin (GBTC) 29.7% 48.2% 31.3% -7.7% 25.8% -2.9% 95.6% 11.3% 41.1% 21.4% -11.6% -26.7% 6.7% 45.3% 12.2% -9.5% 132.9% 151.7% -23.1% - - -16.0% 178.4% -7.1% - 23.5% - - - 67.4% 12.4% 0.9% 25.8% 6.7% -59.1% - 41.1% - 178.4% -16.3% 55.2% 59.6% 2.7% 24.9%

WTI Crude Oil (USO) 6.0% 11.0% 4.2% -7.3% 2.4% 13.1% 9.9% -0.4% 11.9% 10.1% -2.3% -34.7% 8.3% 12.0% 11.1% -27.4% 1.3% 8.2% -1.8% -4.9% 9.2% 12.7% 5.2% 9.2% -1.2% 7.1% 10.4% -19.0% 0.0% 14.1% 5.3% -33.8% 5.8% 12.1% -1.1% -5.3% 14.7% -0.2% 0.7% 2.3% 14.3% 4.9% -0.2% -0.7%

Natural Gas (UNG) 1.9% 5.1% 8.4% -3.9% -0.8% -1.3% 8.7% 9.1% 6.3% 10.6% 8.0% -0.3% 1.9% -1.4% 20.1% -25.6% 10.1% 4.2% -4.4% 40.7% -10.9% 15.9% 15.8% -7.2% -16.1% 6.9% 4.1% -1.9% 12.0% 2.6% 26.0% -11.1% 2.4% 7.9% -0.6% 16.1% 7.2% -0.6% 25.5% -17.9% 6.4% 5.3% 2.7% 0.6%

Iron Ore -11.8% 6.6% 1.1% 3.9% -27.3% -2.6% 26.2% 4.6% 9.5% 6.7% -5.8% 2.5% -4.4% 2.0% -8.1% -7.9% -17.5% 15.6% -2.7% 1.0% - 3.7% 51.7% 12.8% - 7.4% -11.0% -13.9% -12.7% 11.1% -1.7% 7.1% -27.3% -7.3% -3.3% 1.0% 9.5% -0.1% 51.7% 11.1% 1.3% 19.5% -0.1% -7.1%

Copper (CPER) 5.0% 6.8% -0.2% -1.4% 2.5% 3.4% 3.9% -1.5% 9.0% 7.0% -7.5% -18.8% 2.7% 10.4% 2.0% -14.4% 5.0% 5.9% -5.7% -4.2% 11.2% 2.6% 7.3% 11.4% 9.3% 11.1% 1.1% -3.8% 2.5% 6.9% 3.2% -12.6% 0.3% 3.5% -3.8% -4.2% 9.1% 0.7% 2.5% 4.4% 5.8% 6.8% -3.6% -0.4%

US Dollar Index (UUP) -0.5% -0.1% -0.1% 1.5% -1.2% -0.6% -1.9% 2.4% 0.1% 0.6% 3.2% 0.9% -0.4% -0.1% -1.1% 2.4% 0.7% 0.0% 1.0% 0.7% -2.2% -0.1% -0.8% 1.0% -2.2% -2.2% -1.2% 4.8% 0.4% 1.6% 1.3% 1.7% -0.6% -0.4% 0.8% 0.3% 0.0% -0.7% -2.7% 1.0% -0.6% -0.7% -0.4% 1.9%

Gold (GLD) 2.0% 1.9% 2.1% 1.7% 3.0% 2.1% 4.6% -0.6% 6.6% 3.5% -0.4% 3.4% -1.5% 2.5% 4.7% 0.9% 5.1% 0.5% 0.4% -0.1% 5.2% 2.7% 1.5% 3.3% -2.2% 6.6% 2.1% -1.5% 3.1% -2.5% 2.2% -0.5% -1.2% 4.3% 0.8% 3.5% 8.1% -0.5% 7.2% 2.1% 1.1% 2.7% 3.5% 0.6%

EM FX (CEW) 0.1% -0.4% -0.6% -2.4% 0.4% -1.0% 1.3% -3.0% 0.4% -1.0% -3.4% -5.4% -0.9% 0.6% 0.8% -6.4% 0.2% -0.5% -2.4% -1.4% 2.0% -2.5% 0.4% 0.6% 2.3% 0.9% -0.9% -3.7% -1.2% -0.6% 0.7% -8.3% -0.9% -1.8% -2.0% -1.7% 1.0% -0.1% 2.9% -0.9% -0.3% 0.2% -1.7% -1.5%

EV by Quadrant Shallow GDP Δ Deep GDP Δ Fed Easing Fed On Hold China QuadFed Tightening Quad 1 Prior Quad 2 Prior Quad 3 Prior Quad 4 Prior
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Identifying Investment-Related Ends & Means

Comments 

The framework at far left has 
been adapted from -Ashvin 
Chhabra’s seminal treatise on 
investment policy: The 
Aspirational Investor: Taming the 
Markets to Achieve Your Life’s Goals 
(2015).  Typically applied by and 
on behalf of individuals and 
families, this framework  has 
been adapted for potential 
institutional use  via the variant 
at the immediate left. 

All credit to Ashvin for his 
creativity—and his dogged 
determination in lobbying asset 
owners of all types and stripes 
to devote due and hence 
substantial time and attention 
to  investment policy-making in 
general and goal setting in 
particular. 

For Endowed Charities

Build and Nurture New Programs
Aggressive Active Strategies

Seed & Early-Stage VC
Cash Reserves

Enhance Existing Programs
Non-Core Marketable Stocks & Bonds 

Private Equity inc. Late-Stage VC
Non-Core Realty
Cash Reserves

Maintain Existing Programs
Core Marketable Stocks & Bonds

Commodities and Currencies
Core Realty

Cash Reserves

For Individuals & Families

Aspirational Goals
Concentrated Equities inc.  Options

Non-Core Investment Realty
Human Capital
Cash Reserves

Important Goals
Core Equities inc. Private
Core Investment Realty

Core Fixed Income
Active Strategies

Cash Reserves

Essential Goals
Base Salary and Benefits
Pension Income & Assets

Life and Disability Insurance
Owner-Occupied Realty

Cash Reserves
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The Yale Model vs. Wannabes



© Hedgeye Risk Management LLC. 23

Keen to Help Those In Need
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Channeling Honest Abe = Illustrative IPS *

* Word count = 272 words = precisely the word count of A. Lincoln’s Gettysburg Address.
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Black Holes Abound  
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Case Study in Capital Allocation: Japanese Stocks

Observe
• Japanese stocks have undergone the Mother of All Bears
• Japanese companies and Japan itself are misunderstood

Orient
• Set risk parameters and return goals (in that order!)
• A Test /Quads support Core position in Japanese stocks
• B Test / Signals do likewise

Decide
• Build Core position in large cap Japanese stocks
• Broaden exposure to Japan if and as conditions warrant

Act
• Execute initial buys with due attention to Signals 
• Adjust exposures as goals and conditions warrant 
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Case Study in Capital Allocation: Chinese Stocks
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Hedgeye Institutional Research Offerings
Further information available via Sales@hedgeye.com 

mailto:sales@hedgeye.com
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