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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 provide investment advice to individuals. 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.  

LEGAL 

http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/
http://www.hedgeye.com/


3MO 

4/11/2014   THE MACRO SHOW  

May 12, 2016 

 HEDGEYE ASSET ALLOCATION  



3MO 

4/11/2014   THE MACRO SHOW  

May 12, 2016 

0%

10%

20%

30%

40%

50%

60%

70%

80%

CASH U.S.
EQUITIES

INT'L
EQUITIES

COMMODITIES FOREIGN
EXCHANGE

FIXED INCOME

60% 

12% 

0% 

24% 

6% 

79% 

 HEDGEYE ASSET ALLOCATION  

The maximum preferred 
exposure for cash is 100%. 
The maximum preferred 
exposure for each of the 
other asset classes is 33%. 



1 
2 
3 

YEN  

OIL 

CONSUMER 



YEN 
Reiterating a good spot to own what consensus macro 
funds do not and that’s Yen in the 109-110 range vs. USD 
– short Japanese Equities on the other side of that as they 
remain in crash mode (-20% since July) for good 
fundamental reason. 



OIL 
Oil ramps back up to the top-end of our immediate-term risk 
range = $42.59-46.93/barrel, but the “reflation” beta associated 
with that appears to be losing its appeal – don’t confuse reflation 
with real GDP growth (via a higher GDP Deflator it’s actually a 
downward pressure on our Street low Q2 GDP forecast). 



CONSUMER 
Not surprisingly, the U.S. Consumer gets that they get the bill 
when U.S. Growth Slows (Down Dollar = Tax on Real 
Consumption) and now the U.S. Retail Sector (XRT) which has 
been a Best Idea short in our Macro Themes since Q3 of 2015 
is moving toward #crash mode at -18.3% since July 2015. 
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 HEDGEYE MACRO PROCESS: RATE OF CHANGE 
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#BELIEFSYSTEM BREAKDOWN 

DATA SOURCE: BLOOMBERG, BLS, NBER, HEDGEYE 

Q: Over the longer-term, the currency of a surplus country    
with relative deflation will do what? 
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RELATIVE DEFLATION = ↑ YEN 

DATA SOURCE: BLOOMBERG 
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RETAIL SALES = GOODS CONSUMPTION 

DATA SOURCE: BLOOMBERG, HEDGEYE 
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AUTO SALES = ↑ SEQUENTIALLY 

DATA SOURCE: BLOOMBERG, HEDGEYE 
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RETAIL SALES: TREND = ↓ 

DATA SOURCE: BLOOMBERG, HEDGEYE 
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INCOME GROWTH = DECELERATING 

DATA SOURCE: BLOOMBERG, HEDGEYE 



HEDGEYE  16 

INCOME VS CONSUMPTION GROWTH 

DATA SOURCE: BLOOMBERG,  HEDGEYE 
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PRODUCTIVITY = ↓ 
PRIVATE PAYROLL GROWTH IS SLOWING BUT IT’S STILL GROWING AT A PREMIUM TO OUTPUT GROWTH.  A POSITIVE  SPREAD IS A DRAG ON PRODUCTIVITY  

DATA SOURCE: BLOOMBERG, HEDGEYE 
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LABOR VS OUTPUT 
Labor Growth less Output Growth

Labor Growth > Output Growth = ▼ Productivity 

Labor Growth < Output Growth = ▲ Productivity 



HEDGEYE  18 

PRODUCTIVITY ↓ = REAL EARNINGS ↓ 
OVER THE LONGER-TERM, THE TREND IN PRODUCTIVITY DRIVES THE TREND IN REAL EARNINGS GROWTH 

DATA SOURCE: BLOOMBERG, ECONOMIC REPORT OF THE PRESIDENT, HEDGEYE 
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PRODUCTIVITY GROWTH VS REAL EARNINGS GROWTH 
Recession Dates 3 per. Mov. Avg. (Real Earnings Growth) 3 per. Mov. Avg. (Productivity Growth)
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LABOR INCOME ↑ = ……. 

DATA SOURCE: BLOOMBERG, BEA, HEDGEYE 
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PROFITABILITY ↓ 

DATA SOURCE: BLOOMBERG, BEA, HEDGEYE 
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 S&P REVENUES & EARNINGS COMPS 
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 HEDGEYE SECTOR PERFORMANCE 
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 HEDGEYE SECTOR RELATIVE PERFORMANCE 
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 HEDGEYE STYLE FACTOR PERFORMANCE 
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 HEDGEYE RATES & SPREADS 
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 CFTC NON-COMMERCIAL NET LONG POSITIONING 
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 MARKET SHARE VOLUME & TOTAL VALUE TRADED  
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 JAPANESE YEN TO U.S. DOLLAR   
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 SPDR S&P RETAIL ETF   
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 HONG KONG HANG SENG INDEX   
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 TOKYO NIKKEI AVERAGE INDEX   



3MO 

4/11/2014   THE MACRO SHOW  

May 12, 2016 

 RUSSELL 2000 SMALL CAP INDEX   
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