
MACRO THEMES 
Q4 2013 



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 make investment recommendations. 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.  Re-distribution 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 

2 

DISCLAIMER 



3 

OUR RESEARCH FRAMEWORK 
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OUR QUANT PROCESS 
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OUR FUNDAMENTAL PROCESS 



#BERNANKEVSCONGRESS 
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THE MODEL: GIP  
Growth  
Inflation  
Policy 
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POLICY IS CAUSAL 
#StrongDollar 
 
•Policy Drives 
Currency  
 

•Currency Drives 
the Slope of 
Growth & Inflation 
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HISTORY’S SCORE 
#StrongDollar   
  
Historically, strong 
Dollar periods have 
been associated with: 
 
• Strong GDP Growth 
 
• Low Energy Costs 
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FISCAL POLICY 
Ignore the Congressional Noise 
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FEDERAL FINANCES IMPROVING 
Federal Revenues are Up, Outlays are Down 
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BS/IS RECOVERY ONGOING 
The Household Balance Sheet has recovered, as has the State & Local Government P&L 
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LT OUTLOOK STILL DISMAL 
The Growth Path In 
Entitlement Spending 
remains both 
unsustainable and 
unaddressed 
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BUT THE TREND IS POSITIVE 
Markets Trade on 
the Slope of the 
Trend and the 
Trend in US 
Debt/Deficit 
Spending is 
Positive 
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MONETARY POLICY MEANWHILE…. 
DATA DEPENDENT?......Bernanke’s Storytelling vs. Economic Reality 
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THIS IS NOT “PRICE STABILITY” 
Policy Intervention continues to perpetuate cross asset volatility, globally. 
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WITH AN UNSURPRISING RESULT 
1H13: 
• Dollar Up 
• Stocks Up 
• Yields Up 
 

Since Fed Annc: 
• Dollar Down 
• Stocks Down 
• Yields Down 
• VIX Up 
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THE YTD EXPOSURE PLAYBOOK 
UNSURPRISING RESULT 
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WHERE TO FROM HERE? 
WILL THE TAIL LINE 
HOLD? 
 
The Trajectory for 
Pro-growth Exposure 
from here depends on 
the dollar 
 



#EUROBULLS 
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SLOPE: THE ECONOMIC TURN  
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GIP: TRACKING TO QUAD #1 
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TURNS: PMIS 
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TURNS: TRADE 
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TURNS: IP AND RETAIL SALES  
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TURNS: AUTOS 
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CONFIDENCE READINGS UP 
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#STRONG EURO = SUPER MARIO 
BALANCING ACT 
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DEFLATING INFLATION IS POSITIVE 

-1 

0.2 0.2 
0 

1 

1.6 

1.1 
0.9 

0.5 

2.7 

1.2 

-0.3 

3.2 

2.6 
2.4 

2.1 

2.6 

3.4 
3.5 

2.5 

-1.5% 

-0.5% 

0.5% 

1.5% 

2.5% 

3.5% 
CURRENTLY 

12M AGO 

Data Source: Bloomberg 



30 

PERIPHERAL RISK DOWN 
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May 2010 - Greece receives its 
1st Bailout  

SEPT 2012 - Draghi 
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EURO IN A BULLISH BREAKOUT 
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#STRONG EUR=STRONG GERMANY 
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DAX AND EURO CORRELATED 
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#STRONG POUND = STRONG UK 
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UK GIP: TRACKING TO QUAD #1 



#GETACTIVE 
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USD: GOV’T DRIVES VOLATILITY 
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#RATESREVERSAL? 
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#GROWTHACCELERATING TOP? 
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EM ASSETS LIKE A #WEAKDOLLAR 
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#WEAKDOLLAR = #GROWTHSLOWING 
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THE OUTLOOK IS BINARY 
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BUY THE DIP OR FADE THE RALLY? 
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BUY PROTECTION OR FADE FEAR? 
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THE ANSWER: #GETACTIVE 
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PERFORMANCE HAS NOT BEEN GOOD 
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 EXCEPT IN DOWN MARKETS 
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SECULAR CASE FOR #GETACTIVE 
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SECTOR PICKING WILL MATTER 
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INVESTMENT CONCLUSIONS 
TOP LONG IDEAS 

• Euro (FXE) 
• Germany (EWG) 
• British Pound (FXB) 
• UK (EWU) 
• China (FXI) 

TOP SHORT IDEAS 

• Treasuries (TLT) 
• EM USD Debt (EMB) 
• Junk Bonds (JNK) 
• Utilities (XLU) 
• Kinder Morgan (KMP) 



FOR MORE INFORMATION, CONTACT US AT: 

SALES@HEDGEYE.COM 
(203) 562-6500 
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