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DISCLAIMER 
 

•Hedgeye Risk Management is a registered investment adviser, registered with the State 
of Connecticut. 

•Hedgeye Risk Management is not a broker dealer and does not make investment 
recommendations. This presentation 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. 

•For more information, including Terms of Use of our information, please go to 
www.hedgeye.com. 

•This presentation is the work of Dr. Richard Peterson of MarketPsych Data and is 
protected intellectual property. 

•Data and analysis presented herein are produced by Dr. Richard Peterson.  Hedgeye Risk 
Management has not verified the accuracy of this presentation. 

•Views and opinions expressed herein are those of Dr. Richard Peterson and do not 
necessarily reflect the opinions of either MarketPysch Data or Hedgeye Risk Management. 

•The opinions expressed in this presentation are for information purposes and are not 
intended as investment recommendations. 
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ABOUT US 

MARKETPSYCH HAS BEEN DEVELOPING 
FINANCIAL SENTIMENT-BASED 
INVESTMENT MODELS SINCE 2004. 
Team has experts in natural language processing, 
cloud computing and behavioral economics. 

Published research in academic journals, 
textbooks, and two award-winning books. 

Frequent appearances in financial media 
including WSJ, CNBC, FT and Bloomberg. 



BEHAVIORAL 
/ECONOMICS 

Information content  
provokes investor over-
reaction and under-
reaction depending on 
pre-existing expectations. 

Information Processing Emotions 

Cognitive Biases 

Humans make non-optimal 
decisions under conditions 
of:  Stress, Urgency, 
Uncertainty, Optimism, Trust, 
Fear, and other states. 

Intense emotions direct 
attention to vivid events and 
catastrophic potential 
consequences.  The reasoning 
prefrontal cortex is taken 
offline and probability 
assessments are distorted. 

Understanding of 
information changes 
depending on framing 
effects, numeracy, time-
perspective and other 
factors. 

Question:  Are market prices 
predictable when investors 
collectively process 
information? 



DATA 
/AT A GLANCE 

Text Analytics 
Natural language processing framework 
identifies relevant entities and references 
under a large set of grammatical rules before 
assigning scores for various indicators. 
 
Data Feed 
Aggregated data is delivered in a numeric 
stream updated minutely. 
 
 

3,000 SENTIMENTS AND TOPICS 

40,000 ENTITIES AND ASSETS 

200 COUNTRIES 

60 COMMODITIES 

30 CURRENCIES 

40 INDUSTRIES 

5,000 INDIVIDUAL COMPANIES 

NEWS:  REUTERS AND AGGREGATED FEEDS 

SOCIAL MEDIA:  BLOGS, TWITTER, FORUMS 



THOMSON REUTERS  
MARKETPSYCH  
INDICES (TRMI) 

Information sources include over 
2,000,000 actively monitored 
news and social websites, news 
feeds and social media, going 
back to 1998. 

Breadth Granularity 

Speed 

MarketPsych Indices are 
unique in their breadth of 
input, processing speed, and 
granularity of output. 

 

Data subscription is available 
through Thomson Reuters. 

 

 

 

 

 

 

Text analytics provides scores for 
more than 3,000 different 
sentiments and macroeconomic 
topics, before being aggregated into 
primary sentiment drivers. 

Data process leverages the 
Amazon cloud, using up to 3,000 
instances to process every article 
within 500 milliseconds.   



COUNTRY 
/DATA 

SENTIMENT 

OPTIMISM 

FEAR 

JOY 

TRUST 

VIOLENCE 

URGENCY 

UNCERTAINTY 

MARKET RISK 

BUDGET DEFICIT
  
CREDIT DEFAULTS 

ECONOMIC GROWTH 

ELECTION SENTIMENT 

INFLATION 

GOVERNMENT INSTABILITY 

AND 19 MORE... 



COUNTRY 
/RESEARCH 

“Buy to the sound of 
cannons, sell to the sound 
of trumpets” 
~ Baron Nathan 
Rothschild, 1812. 
 
 

SIGNIFICANT VARIABLES 

FINDINGS 

Over longer periods, extreme 
sentiments are typically 
followed by contrarian 
reversals. 
Primary indicators are Joy, 
Urgency, Government 
Instability. 

ROTATIONAL STRATEGIES 

Long-short portfolios are 
formed each observation, 
taking positions of countries 
indices at the extremes of 
sentiment with high Buzz. 

In the following pages we 
share research and 
investment ideas.  This work 
is still preliminary.  Please 
see the Disclaimer at the end 
of this presentation. 



COUNTRY 
/IDEAS 

1-YEAR LONGS:  Russia and Pakistan 

One-Year:  Long on 
Government Instability, 
Disasters, and Low Joy. 



CURRENCY 
/DATA 

SENTIMENT 

OPTIMISM 

FEAR 

JOY 

TRUST 

VIOLENCE 

URGENCY 

UNCERTAINTY 

PRICE MOMENTUM 

PRICE FORECAST
  
CARRY TRADE 

CURRENCY PEG INSTABILITY 

AND MORE... 



CURRENCY 
/RESEARCH 

“There is no subtler, no surer means 
of overturning the existing basis of 
society than to debauch the currency. 
The process engages all the hidden 
forces of economic law on the side of 
destruction, and does it in a manner 
which not one man in a million is able 
to diagnose.” 
~ John Maynard Keynes 

SIGNIFICANT VARIABLES 

FINDINGS 

Extreme sentiment 
movements in the short-term 
typically follows momentum 
while long-term shows 
reversion. 
Notable indicators are Market 
Forecast, Optimism, Trust, 
Uncertainty. 

ROTATIONAL STRATEGIES 

Long-short portfolios are 
formed each observation, 
taking positions of currencies 
(against USD) at the extremes 
of sentiment with high Buzz, 
including the country’s 
sentiment. 



CURRENCY 
/IDEAS 

1-YEAR LONG:   AUD 
Commodity pessimism overdone. 

1 WEEK LONG:  CAD 

One-Year:  Long on 
Uncertainty about commodity 
prices and low BudgetDeficits.  
Short on Violence. 

1-YEAR SHORT:   KRW 
Reheated conflict with DRK is a 
net negative on currency flow. 

1 WEEK SHORT:  EUR 

One-Week:  Long on Economic 
Growth and Price Forecasts 
(weekly momentum).   Short 
Euro due to Cyprus 
momentum. 



COMMODITIES 
/DATA 

SENTIMENT 

OPTIMISM 

FEAR 

JOY 

TRUST 

VIOLENCE 

URGENCY 

UNCERTAINTY 

PRICE FORECAST 

CONSUMPTION VOLUME 

PRODUCTION VOLUME 

SURPLUS 

SUBSIDIES 

WEATHER DAMAGE 

SUPPLY FORECAST 

AND MORE.. 



COMMODITIES 
/RESEARCH 

SIGNIFICANT VARIABLES 

FINDINGS 

Pure sentiment models 
perform relatively poorly 
compared to other asset 
classes, and it is better to 
combine sentiment with 
fundamental models. 
Notable indicators are 
Optimism, Price Up. 

ROTATIONAL STRATEGIES 

Long-short portfolios are 
formed each observation, 
taking positions of 
commodities at the extremes 
of sentiment with high Buzz. 



ETF 
/DATA 

SENTIMENT 

OPTIMISM 

FEAR 

JOY 

TRUST 

VIOLENCE 

URGENCY 

UNCERTAINTY 

ANALYST RATING 

EARNINGS FORECAST 

FUNDAMENTAL STRENGTH 

INNOVATION 

LAYOFFS 

MERGERS 

LITIGATION 

AND MORE... 



EQUITY 
/RESEARCH 

SIGNIFICANT VARIABLES 

FINDINGS 

Extreme sentiment 
movements are useful from 
both news and social media 
sources.  Fewer indicators are 
significant at the short term. 
Notable indicators are Anger, 
Volatility, Fear. 

ROTATIONAL STRATEGIES 

Long-short portfolios are 
formed each observation, 
taking positions of ETFs at the 
extremes of sentiment with 
high Buzz. 



EQUITY 
/IDEAS 

12-MONTH BUY:  Carnival (CCL) 
Series of vivid mishaps including two 
stranded ships and overflowing toilets. 

BACKGROUND 

Extreme emotions and vivid 
scenarios drive overestimation 
of equity risk, especially at 
longer periods. 
Notable indicators are Anger 
and Fear. 

12-MONTH SELL:   BANKS 
Low anger and fear towards 
Banks currently. 

SUPPORTING RESEARCH 

Anger leads to loss of trust 
and over-estimation of risks. 



PREMIUM 
PORTAL 
Our investment research portal 
is targeted at sophisticated 
investors who want exposure to 
sentiment-based strategies. 
Current recommendations 
cover currencies, countries and 
industry sectors. More 
strategies are being developed 
to cater to a wider range of 
investors.  See the portal at:  
www.marketpsychinvest.com 
 
CONTACT FOR TRIAL ACCESS: 
Richard Peterson 
richard@marketpsychdata.com 
+1.323.389.1813 

http://www.marketpsychinvest.com/�
mailto:richard@marketpsychdata.com�


CONTACT 
The MarketPsych team frequently 
presents at conferences and 
universities around the globe 
including recently at QuantInvest, 
CFA Institute, TradeTech, and 
Predictive Analytics World. 

Conferences Newsletters 

Sentiment tools 

We have a free email newsletter 
that discusses behavioral finance, 
our latest areas of research, and 
trading recommendations. 

SIGN UP for the newsletter at 
www.marketpsychdata.com  

Several charting and ranking 
tools are available on our 
website which allows users to 
monitor which assets are 
currently at extremes of 
sentiment. 

Training 

We provide psychological  
coaching and analysis for both 
portfolio managers and traders. 

http://www.marketpsychdata.com/�


DISCLAIMERS 
Financial Disclaimer 
The information in this presentation provided herein by MarketPsych or its affiliated companies, Richard Peterson, or otherwise available on MarketPsych.com, 
MarketPsychData.com, and MarketPsychInvest.com (hereafter “MarketPsych”) is presented free of charge. It is no substitute for the services of a professional 
investment advisor. Investments recommended may not be appropriate for all investors. Recommendations are made without consideration of your financial 
sophistication, financial situation, investing time horizon, or risk tolerance. Readers are urged to consult with their own independent financial advisers with 
respect to any investment. 
Past performance is no guarantee of future results.  Equity curves are pro-forma and do not consider transaction costs, liquidity, and other risks and costs.  
Screen and model signals and related analysis are for informational purposes only and should not be construed as an offer to sell or the solicitation of an offer to 
buy securities. Most financial instruments (stocks, bonds, funds) carry risk to principal and are not insured by the government.  
Data accuracy cannot be guaranteed. Opinions and analyses included herein are based on sources believed to be reliable and communicated in good faith, but 
no representation or warranty, expressed or implied, is made as to their accuracy, completeness, timeliness, or correctness. We are not liable for any errors or 
inaccuracies, regardless of cause, or for the lack of timeliness of, or for any delay or interruptions in, the transmission thereof to the users. 
As a matter of policy, we DO NOT act upon the investment information that this site provides prior to making it available to the public.  We do not accept 
compensation of any kind from any companies mentioned herein. 
Liability Disclaimer 
MarketPsych is not responsible or liable for any delays, inaccuracies, errors, or omissions arising out of your use of this Information or that contained on the 
website. This site and all Information contained on it are distributed and transmitted 'as is' without guarantees of any kind, either express or implied, including, 
without limitation, implied warranties of merchantability or fitness for a particular purpose. The entire risk as to the quality, accuracy, adequacy, completeness, 
correctness and validity of any Information rests with you. MarketPsych is not responsible for any special, indirect, incidental, or consequential damages that 
may result from the use of, or the inability to use, the Information contained on this site whether the Information is provided or otherwise supplied by 
MarketPsych or anyone else. Notwithstanding the foregoing, in no event shall MarketPsych total liability to you for any and all claims, damages, losses, and 
causes of action (whether in contract or tort or otherwise) exceed the amount paid by you, if any, for accessing this information. 
MarketPsych expressly disclaims all warranties and conditions with regard to the presentation, Web sites, their Content, and any other Information, including, 
without limitation, all implied warranties and conditions of merchantability, fitness for a particular purpose, title, and non-infringement. By using the Web site, 
Content, or Information, I assume all of the risks associated with their use, and I release and agree to indemnify and hold harmless MarketPsych from any and all 
liability, claims for damages, and losses arising from or connected with such risks. 



SEND 
US 
YOUR QUESTIONS 

info@marketpsychdata.com 



THANK YOU 

For questions to be answered on 
this call please submit them to 

QA@hedgeye.com. 
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