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Biotech, Wall 
Street, Grexit, 

Brexit,
The Presidential 

Cycle…

There is a lot to 
talk about: 
Energy, China, 
Emerging Markets, 
Volkswagen… 



The Yield curve is still trading at a 150 basis point 
positive carry.

No recession in sight!



The combined Fed, ECB, 

BOJ, BoE and PBOC 

Balance Sheets rebased to 

US Dollars



Bank of Japan Total Assets. 



The ECB is about half way 

through its current printing 

cycle



The Fed has stopped printing, now 

we find out how much of the rally 

stock rally was liquidity fuelled. 



The Fed has some major 

decisions about refinancing 

coming due from next year. 



Treasury yields have base formation 

characteristics.



Let’s have some perspective:
This has been a major breakout from a 

very lengthy range and what we are 
now seeing is the first big consolidation 

in a secular bull market. 



The S&P500 has lost consistency so we 
can only conclude the imbalance 

between supply and demand that drove 
the uptrend has changed.  

Many fear this is like 2008 
or 2000 but the more likely 

scenario is that it is like 
2011 or 2010 but could be 

lengthier?



The failure of ETF pricing models on August 
24th had a traumatic effect on sentiment so 
2010 is better template. 



Here is what the S&P looked like in 2010



The Index is back at a previous area of 
support and valuations have improved 

with a P/E of 16.6 and 2.07% yield. Some 
time is needed to build support and there 

could still be some wild swings. 



The Russell is underperforming



The Nasdaq has held up better. 



The VIX is how algorithmic 
trading systems calculate 

positions size.



International traders use 
currency trends to fund leverage 

in carry trades.



It’s been a long time but let’s not 
forget that interest rates dictate 
how expensive it is to borrow 

money.



Wages have not broken out yet and 

inflation is low, energy is cheap and 

the strong Dollar has already had a 

tightening effect so why is the Fed 

talking about raising rates?



Could it be 
because ultra-
low rates have 

caused a 
misallocation of 

capital?

Emerging 
market bond 
issuers have 
behaved like 
the Dollar’s 
bear market 
would last 
forever. 



Junk Bond Yields are breaking 
out and against a background 
where issuance has surged. 

The average is 6.5%
BB rated Transocean is 12%

Petrobras 2021s are at 14.6%. 



Corporations have a lot of debt to refinance 

in 2020 and 2021 but very little right now. 



Petrobras successfully 
issued a $2.5 billion 100-

year bonds in June!
With $90 billion in US 

Dollar debt out of a total 
$300 billion what happens 

to Petrobras matters. 



The swiftly declining Real make the Dollar 
debt harder to pay but the domestic debt 

easier. 

Meanwhile Brazil’s competitiveness is 
improving rapidly. 



Oil also has long-term price cycles and 
could be ranging for a very long time. 



Leveraged traders unwinding trades 
in highly leveraged businesses. 

Don’t forget acceleration is a trend 
ending. 



Commodity prices remains under 
pressure. 



It’s not just Brazil, emerging 
market currencies are in free fall 
and this is setting up a wonderful 

entry opportunity.  



The Indonesian Rupiah is approaching 

its Asian Financial Crisis lows. 



A weaker Won is just what companies 

like Samsung, Kia and Hyundai need. 



The Chinese Renminbi has been 

making headlines because the 

appreciation is over.  



Valuations have mean reverted (P/E 15, 

DY 2.03%) and the Index is back at a 

reasonable level. 



CHN is now trading at a 16% 

discount and has a great record of 

paying special dividends in 

December.. 



India is cutting interest rates with 

minimal impact on the currency and 

almost no country benefits more from 

low oil prices.



India has had one of the shallower 

reactions of any emerging market.



It’s a good thing the ECB is 

printing because Europe is 

labouring under a number of 

issues from a US Dollar investor’s 

perspective. 



Gold remains a in medium-term 

downtrend. 
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Crowd Money – A Practical 

Guide to Macro Behavioural 

Technical Analysis is available 

on Amazon.


