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Markets rebound can be self-fulfilling. There are too many
shorts who are now panic-buying call options on the S&P 500 to
hedge themselves. As such, S&P 500 volatility skew is at
extreme levels (i.e calls buying is extreme vs. puts buying).

Source: Bloomberg, www.zerohedge.com

http://www.zerohedge.com/


Stocks recorded strong gains, as investors appeared to react to
some prominent earnings reports and hints that Fed might
moderate its pace of interest rate hikes. The S&P 500 enjoyed its
best weekly gain in nearly four months, while the Dow marked
its third consecutive week of gains. Energy shares outperformed
within the S&P 500, as oil prices proved resilient despite the
announcement of a release from the U.S. Strategic Petroleum
Reserve. Trading remained active and volatile, due in part to the
expiration of USD 2 trillion in options contracts on Friday. The
week started off on a strong note, thanks to a reversal in the UK
government’s fiscal stimulus plans. Investors are climbing the
proverbial “wall of worry” after the previous Friday’s steep
decline and a perceived surplus of short positions taken by
hedge funds. Better-than-expected quarterly results, guidance,
and buybacks from Goldman Sachs also seemed to provide a
broad boost to sentiment. The 10-year U.S. Treasury note hit a
14-year high of 4.33% on Friday morning but dovish comments
triggered an afternoon rally. Shares in Europe rose on the
resignation of UK Prime Minister Liz Truss and the scrapping of
her fiscal policies. Japanese equities ended a choppy week of
trading lower than they began as global recessionary fears and
further currency weakness remained prevalent themes. China’s
stock markets recorded a weekly loss after Beijing delayed
releasing key economic data without explanation.

Best week since June for Wall Street
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Source: T-Rowe
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Source: Edward Jones
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Source: Bloomberg

#markets
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The S&P 500 roared back to life w/S&P 500 up 4.7% this week.
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Source: TME

#markets
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The crowd is short via delta 1 products. This trend has been
going on for some time. Investors have been "forced" to cover
the possible upside risks via buying calls as shown on this chart
with GS Prime Brokerage long/short ratio (in white) vs SPX open
interest calls (in blue)-



#GLOBALMARKETS WEEKLY WRAP-UP
Hand-curated selection of the best charts & news flow

#us #equities #rebound

Page 6

Source: TME
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As a consequence of “forced” call buying, SPX upside calls have
never been more expensive, talking in volatility terms.
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VIX was bid Friday afternoon as stocks soared – because of
heavy calls buying (levered longs)?

Source: Bloomberg, www.zerohedge.com

#us #equities #rebound

#markets

http://www.zerohedge.com/
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At the peak of the Covid Bubble, the $SPX was 40% above its
200 week moving average, making it the 3rd largest Stock
Market Bubble of the last 100 years. The overshoot to the
downside still awaits.

Source: marlin_capital
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Source: Eric Balchunas
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See below the percentage of ETFs with negative returns (last
twelve months) by asset classes. It looks like equity has closed
the gap with fixed income...
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Source: Bloomberg, www.zerohedge.com

#markets
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What is “Mr Market” trying to tell us something? Or is the
worst yet to come for equity markets?
1) FX volatility has exploded
2) Credit spreads have exploded
3) Bond uncertainty ("MOVE") has exploded
4) ... but equity risk expectations ("VIX") remain muted...
Could this mean that equities are the least-worst place to hide
in inflationary time (besides commodities and the dollar)? Or is
the worst yet to come for the stock market?

http://www.zerohedge.com/
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Source: Nick Gerli, Thomas Callum

#markets
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While everyone expects a Fed pivot, let's keep in mind that
stocks historically crashed more when the Fed announced the
pivot. QE was a more sustainable bottom.
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Source: Goldman Sachs, Factset

#markets
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Despite the 25%+ decline, the S&P 500 trades expensive vs.
history on absolute and relative basis.
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Source: Bianco Resarch, Liz Ann Sonders

#markets
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US earnings: Guidance Index from Bianco research (net % of
companies raising or lowering guidance) is hovering in positive
territory for now, which is mostly at odds with overall economic
growth.
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Source: Macrobond and Nordea

#markets
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There is a massive divergence between US Philly Fed (leading
minus lagging) vs. S&P 500 operating EPS. Which one is wrong?
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EPS estimates in Europe continue to rise....analysts expect
higher earnings than in the US & EM.

Source: Bloomberg

22 OCTOBER 2022
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Source: Edward Jones

#markets

22 OCTOBER 2022

This extreme pessimism tends to be a contrarian indicator for
markets and can set up markets for an oversold bounce, which
is perhaps some of what we saw early last week. This chart
shows the AAII investor sentiment survey and select stock
market returns. Stock market returns are generally positive
when sentiment is bearish and used as a contrarian indicator.
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Source: BofA

#markets
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Flows vs. Asset allocation: based on the later, we haven't seen
true capitulation yet
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Source: www.zerohedge.com, Jason Goepfert

#markets
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Among the reasons stocks soared on Monday: a massive
negative delta squeeze, i.e there are too many shorts and put
buying. E.g: last week, retail traders bought $19.9 billion worth
of puts to open. They bought only $6.5 billion in calls to open.
This is the FIRST TIME IN HISTORY that puts were 3x calls. Any
positive news (even small one) is thus triggering short covering.
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Source: FT

#markets
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Retail investors take shelter in cash after #stock market rout
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Snap was the first major social media company to release its
September-quarter earnings, and its stock tumbled 25%
following the disappointing results after the bell. Snap warned
that it would see no revenue growth in the normally busy
holiday quarter. Below is a long-term chart.
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An amazing downward spiral for Facebook since the name was
changed to META.
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Source: Bloomberg, www.zerohedge.com

#markets
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The Biden administration plans to release 15 million oil barrels
from US Strategic Petroleum Reserves, and may consider
significantly more this winter, in an effort to ease high gasoline
prices. JPM crunched the numbers and came to the following
conclusion: "If both emergency and congressionally-mandated
SPR releases are pulled forward to 4Q22, then the ending crude
oil stocks will exit the year at 348 million barrels, the lowest
since July 1983". There is currently 22 days left of US demand in
storage... What happens when they can't drain the strategic
reserve any further? What happens when they need to fill the
strategic reserve back up?
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According to The New York Times, the reserve will be
replenished when lower oil prices around $70 a barrel allow. As
of Tuesday, a barrel of WTI crude was still trading for more than
$80.

Source: Statista

22 OCTOBER 2022
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Source: Bloomberg, Lisa Abramowicz

#markets
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The rise and fall of negative yielding debt: from $17.8 trillion of
global bonds to $1.5 trillion of Japanese securities.
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Source: Bloomberg

#markets

22 OCTOBER 2022

US Treasury bond bear market is the longest since 1984.
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Source: Bloomberg

#markets
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This not a crypto chart. This is the parabolic rise of the US 2Y
Treasury bond yield...
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Source: Mac10
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Treasury volatility highest since 2008 now (end of last week). In
2008 the MOVE index peaked just before Treasuries sky-
rocketed. Is the VIX (stock volatility) in denial?.
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Source: Bloomberg, Morgan Stanley

#markets
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The last time bond yields and PMIs diverged this much was in
1994. Yields then crashed.
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Source: Bloomberg, www.zerohedge.com
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Thanks to Friday’s plunge in yields (with the short-end
dramatically outperforming), 2Y yields ended the week -2bps
while the long-end was up over 33bps...

http://www.zerohedge.com/
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Source: www.zerohedge.com, Bloomberg

#markets
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Friday saw the yield curve (2s30s) steepen 20bps (the biggest
daily steepening since March 2020) erasing most of the
flattening (inversion) from September's CPI print plunge. On the
week, the curve steepened over 30bps - its biggest steepening
since January 2009...

http://www.zerohedge.com/
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Source: Bloomberg

#markets

22 OCTOBER 2022

Dollar liquidity squeeze might be the real culprit for recent
market rout, not inflation. This chart by Bloomberg and
highlighted by HolgerZ shows that 10y US real rates have
jumped to 1.69%, the highest level since GFC 2009. The bond
market is thus signalling stress. A drop in real rates is probably
needed for a sustainable rally in both bonds and risk assets.
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Source: Bloomberg

#markets
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Could this be THE solution to improve US treasuries liquidity
and put an end to the bond bear market? According to a
Bloomberg article, momentum builds for creating a Treasury
Bond Buyback Program. Indeed, dealers have been asked to
opine on how to structure one as Treasury yields continue to
deviate from fair value amid elevated #volatility (see #chart
below). Bank of America strategists predict a May 2023 rollout.
The long-simmering idea that the US government should stand
ready to buy back Treasury securities from investors to improve
market functioning is thus moving closer to reality.
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Source: www.zerohedge.com, Bloomberg

#markets
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Credit markets are a bloodbath with LQD breaking back below
$100 - the same level it traded at in Sept 2008 when Lehman
collapsed and the credit market froze. For now, HYG is trading
just marginally above the March 2020 COVID lockdown lows in
price (when The Fed took the unprecedented action of buying
junk bonds)...

http://www.zerohedge.com/
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Source: Bloomberg, HolgerZ

#markets
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Interest rates continue to rise in Germany. The 10y Bund yields
jump to 2.47%, the highest level since 2011. With a debt level
of €2.34tn in Germany, interest costs are rising significantly.
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Source: Bloomberg

#markets
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Far-right Meloni named Italy's first woman PM. President
Mattarella tasked Meloni w/forming govt after holding formal
talks w/all parties in parliament. Shortly after she was named
PM, Meloni appointed Giancarlo Giorgetti as EconMin, who
served under previous Draghi govt.
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Source: Bloomberg

#markets
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UK bonds at heart of market turmoil had their best week on
record.
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Source: Alessio Urban

#markets
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Emerging Markets sovereign debt are in free fall, back to GFC
levels.
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Source: The Market Ear, Refinitiv

#markets
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Amazing correlation between the US 10-year bond yield and
the dollar yen. The JPY is approaching the 150 magnet. For a
few days the US 10 year was lagging, but that seems to be
changing...
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Source: Bloomberg

#markets
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BOJ announced on Thursday unscheduled bond buying as key
yield broke ceiling. The move puts pressure on BOJ to defend
curve-control policy. Japan’s benchmark yield climbed above
the #centralbank’s policy ceiling and monetary authorities
announced unscheduled bond purchases to rein it back in. The
#yield on the 10-year note briefly rose 0.5 basis points to
0.255% Thursday as the BOJ held the first unscheduled #bond
buying operation this month. Global #yields have continued to
march higher as traders increase their expectations for peak
Fed policy rates.
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Source: Wall Street Silver

#markets
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A glimpse into the future of other central banks? The bank of
Japan (BOJ) owns 67.2% of Japan's 10 year notes. In other
words, the central bank is creating ‘money’ to loan to the
government, and the government owes money to the central
bank.
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Source: Charlie Bilello

#markets
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The spread between the US 10-Year Yield (4.14%) and Japanese
10-Year Yield (0.25%) moved up to a record 3.89%. The wide
divergence in central bank policy (Fed hiking rates vs. BOJ
maintaining negative rates) has been the primary factor driving
the Yen down to 32-year lows.
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Source: www.zerohedge.com, Bloomberg

#markets
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The Bank of Japan (despite no comment) was clearly in the
markets on Friday, smashing JPY almost 6 handles stronger after
it crashed to 152/USD (in September the intervention sparked a
5.5 handle spike which was completely erased within 3 days)...

http://www.zerohedge.com/
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Source: Robin Brooks

#markets
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MMT (Modern Monetary Theory) is based on "monetary
sovereignty," the idea that a central bank can always pin down
yields via QE. Huge Yen devaluation and the UK bond market
blow-up have debunked that.
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Source: Crescat Capital, Bloomberg

#markets

22 OCTOBER 2022

Many investors are complaining about gold poor performance
this year, being unable to play its role of inflation protection
asset. But #tips are actually doing much worse - see #chart
below courtesy of Crescat capital / Tavi Costa
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Gold - No Love From Real Yields

Source: tme

22 OCTOBER 2022
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Source: Crescat Capital, Bloomberg

#markets
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On Friday, Gold saw its best day since the start of October today
(finding support at Sept lows when the BoE panicked), pushing
the precious metal higher on the week...
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Source: Bloomberg

#markets

22 OCTOBER 2022

Within hedge funds, selection (style & managers) remains key.
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US economic surprises have turned positive recently. There are
some good and bad news attached to this chart. Positive: odds
of a deep recession in the US seem to be going down. Negative:
the #fed is not likely to pivot if economic numbers are coming
out stronger than expected...

Source: Michael A. Arouet

#us #economic #surprises

#macro

22 OCTOBER 2022
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The US Budget deficit is widening again, hitting a 6-month high
of $1.375 trillion in September (YoY change).

Source: Charlie Bilello

#us #budget

#macro
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Getting close to being a sea of red for Leading Economic
Indicators (LEI) trend column.

Source: Liz Ann Sonders

#us #leading-indicators

#macro
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The US Conference Board Leading Index takes the 10 most
effective forward-leading indicators and aggregates them into
an index. It just dropped to -1.4. Over the last 40+ years, every
time this indicator drops < 0 and stays there for 2+ months we
are in a recession. 100% hit rate...

Source: MacroAlf

#us #leading-indicators

#macro

22 OCTOBER 2022
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How most people are becoming poorer in one chart.

Source: Michel Arouet

#us #real #wages

#macro
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Some hopes on the #us #inflation front? Used car prices are
now down 10% over the past year, the largest YoY decline on
record with data going back to 2009. This was a leading
indicator of higher inflation rates in 2020 and the recent
downturn is likely a leading indicator of lower inflation rates to
come.

Source: Charlie Bilello

#us #inflation #used-cars

#macro

22 OCTOBER 2022
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While US housing demand is cratering due to 7%+ mortgage
rates, at the same time there is a record number of homes
under construction...

Source: PPG Macro

#us #housing

#macro

22 OCTOBER 2022
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Will US housing prices follow US construction activity (6-month
lead)?

Source: Pictet Asset Management

#us #housing

#macro
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Monthly home price declines already match pace seen during
worst of subprime days right before Lehman. The rate of price
increases 2020-early 2022 were also unprecedented, so swift
move down makes sense (especially at 7%+ mortgage rates).

Source: John Burns

#us #housing

#macro

22 OCTOBER 2022
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German #housing prices have more than doubled over past 10
years, while rents have increased by only 15%. Is the housing
bubble bursting now that interest rates are rising & #energy
prices too? Source: Bloomberg, HolgerZ

Source: Bloomberg, HolgerZ

#german #housing

#macro

22 OCTOBER 2022
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Peak inflation? Not yet in Germany! German Consumer Prices
(CPI) are likely to rise further after Producer Prices (PPI) remain
at 45.8% in Sep, the strongest increase since 1949.

Source: HolgerZ, Bloomberg

#german #inflation

#macro

22 OCTOBER 2022
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UK inflation returns to double digits as #food & #energy prices
soar: September CPI rose 10.1% YoY from 9.9% in August,
matching a 40-year high reached in July & exceeded
economists' expectations for 10%. Bank of England &
government under pressure to act, as UK Base rate w/2.25%
way below inflation.

Source: Bloomberg, HolgerZ

#uk #inflation

#macro
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China abruptly delayed the publication of its Q3 GDP data a day
before it was set to be released, an unusual move as the
country’s ruling Communist Party stages a key political
gathering this week. Economists predict China’s growth will
slow to 3.3% this year vs the official goal of around 5.5%, the
biggest miss since the government began setting GDP targets in
the early 1990s

Source: Bloomberg

#china #gdp

#macro
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The 2022 Macroeconomic Risk Map

Source: visualcapitalist

#macro

22 OCTOBER 2022
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This chart by Crescat capital points out at one of the major
reasons why we could see upward trend in Commodity. There
has never been a time when the commodities market peaked
with the CAPEX cycle at historical lows. To add to that with the
Fed tightening financial conditions, the availability of capital to
invest in natural resource projects is also drying up

Source: Crescat Capital

#commodities #capex

#macro

22 OCTOBER 2022
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A Wall Street Journal leak?

#centralbanks

22 OCTOBER 2022
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On Friday Mr Daly (one of the more dovish FOMC members)
built on earlier comments by WSJ Timiraos (conditioning
investors for a smaller December hike)

*DALY: LITTLE BIT OF PENT-UP TIGHTENING WORKING
THROUGH ECONOMY

*DALY: NEED TO WATCH HOW RESTRICTIVE; CAN'T
OVERTIGHTEN EITHER; REQUIRES STEP DOWN INTO SMALLER
INCREMENTS OF HIKES

But even she backed off from a real dovish perspective...

*DALY: THINK HARD ABOUT STEP DOWN BUT WE'RE NOT
THERE YET

Fed's Evans confirmed the 'pause' - not a 'pivot'...

*EVANS: EXPECT FED TO RAISE RATES FURTHER, HOLD STANCE
A WHILE

Fed's Bullard was his usual hawkish self:

*BULLARD: STRONG JOB MARKET GIVES FED LEEWAY TO FIGHT
INFLATION

#centralbanks

Source: Charlie Bilello

22 OCTOBER 2022
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The result of Friday dovishness was a drop in terminal rate
expectations, but a hawkish shift in subsequent rate-cut
expectations (i.e. a pause after Dec/Feb is NOT a pivot)...

#centralbanks

Source: www.zerohedge.com, Bloomberg

22 OCTOBER 2022

http://www.zerohedge.com/
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75bps is still a lock for November but the odds of a 75bps hike
in Dec tumbled from around 70% to around 30%. (and odds of a
50bps hike in Feb dropped to 30% from 50%)...

#centralbanks

Source: www.zerohedge.com, Bloomberg

22 OCTOBER 2022

http://www.zerohedge.com/
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Tavi Costa: “The painful increase in cost of debt in combination
with the relentless appreciation of the dollar and tightening of
monetary conditions have exposed long-standing macro
imbalances. These forces are interconnected, self-reinforcing,
and completely unsustainable over the long run.”

#centralbanks

Source: Tavi Costa

22 OCTOBER 2022
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Has The Fed done enough damage? Financial Conditions are at
their tightest (on a month-end basis) since July 2009 and the
last 12 months has seen an almost unprecedented tightening of
financial conditions...

#centralbanks

Source: www.zerohedge.com, Bloomberg
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The Fed's balance sheet hit its lowest level of the year this
week, down $222 billion from its peak in April and $89 billion
over the last 5 weeks. This is the largest 5-week decline since
July 2020. The Fed is finally starting to ramp up the pace of QT.
2022 will be the first calendar year decline in the Fed's balance
sheet since 2018. It more than doubled in 2020-21 and now is
down 2.5% from its high in April. At the current pace, it would
take 4 years to unwind the increase from 2020-21, but few
expect QT to last that long.

#centralbanks

Source: Charlie Bilello

22 OCTOBER 2022



#GLOBALMARKETS WEEKLY WRAP-UP
Hand-curated selection of the best charts & news flow

#qe #losses

Page 71

Central banks' QE portfolios will be deep in the red as their
market value falls below nominal value ($6.7tn 'losses' in public
and corporate debt). Most central banks don't need to mark-to-
market any losses but it can still have consequences, including
on Treasury debt issuance.

#centralbanks

Source: Frederik Ducrozet
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Swiss National Bank (SNB) has lent $11.1bn for one week to 17
domestic bank financed by an increase in swap lines with FED
from $6bn to $11bn… the need for liquidity seems to be
increasing…

#snb #swap #lines #dollar-shortage
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In case you didn’t know.. the Swiss nation bank is quoted in
Swiss stock market. It now trades at the lowest since 2020...

#centralbanks

Source: Alessio Urban
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#centralbanks
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Source: Bloomberg
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Source: Charlie Bilello
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Source: www.zerohedge.com, Bloomberg

Bitcoin puked back below $19000 this morning then ripped
back above it on the dollar drop, dovish-ish Fed Speak. $19,000
seems like a key level now for over a month...

#bitcoin 
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#cryptos
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Source: TME

Bitcoin as a cheap upside hedge?

#cryptos #nasdaq #divergence
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#cryptos
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Source: Decrypt 

Tether announced Thursday that it plans to make its USDT
cryptocurrency—the world’s dominant stablecoin by market
capitalization—available at over 24,000 ATMs across Brazil.

#crypto-adoption
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#cryptos
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Source: www.cointelepgraph.com

United States crypto exchange Binance US has created a new
“investigations unit” and tapped a former FBI special agent as
its new head, with the aim of seeking out and stopping illegal
activity on its platform.

#binance
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Source: Coinshares

Bitcoin's correlation with Equities is beginning to break down.

#bitcoin #equities #correlation
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#cryptos
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#food-for-thought

Source: Hedgeye
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Dow Jones Industrial Average and S&P500 together going back
to 1950. Can you tell which one is which?

Source: allstarcharts
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Top 1% of Americans (by wealth) own 53.1% of all stocks in
United States; top 10% own almost 89% and bottom 50% own
less than 1%

Source: Liz Ann Sonders, Federal Reserve
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#food-for-thought

Three-quarters of large US companies that went public during
the pandemic bull market are trading BELOW their offering
price... Of more than 400 listings where companies raised at
least $100mn between 2019 and 2021, 76% are below the price
at their initial public offering, a Financial Times analysis of
Dealogic data shows.

Source: FT
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#food-for-thought

As Elon Musk plans to cut 75% of Twitter's workforce, here is a
look at the number of employees of selected companies in the
app economy.

Source: Statista
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#food-for-thought

Some of the world’s largest hedge funds (Marshall Wace, Odey
Asset Management) warn the UK pension crisis has just started.

Source: Bloomberg
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#food-for-thought

Who gets offended the most by this cover page? The brits or
the Italians ? Some numbers: Debt to GDP ratio Italy: 150%, UK:
<100% / Economic growth since 1999 Italy: 7.7%, UK: ~40% /
Total Market Cap stock market Italy: $484bn, UK: $2,519bn.

Source: HolgerZ
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#food-for-thought

Sanford Bernstein looks at the scale of the problem of
underinvestment in energy capex. The conclusion is that we are
underinvesting significantly. To meet the reduced Carbon
Agenda scenario of managed decline, capex will need to rise by
at least 20% on average from here to 2030. To meet 1% CAGR
global oil & gas demand to 2030 then capex would need to be
30% higher on average from here to 2030 and 40% in the
second half of the decade

Source: Sanford Bernstein, TME
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#food-for-thought

Exactly 35 years ago, 19 October 1987, the Dow Jones had his
worst day ever dropping 22.6% in one single day. Since then,
the Dow Jones is up 1500%

Source: Compounding Quality
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From a book written in 1993 - when Kodak was a Blue Chip and
Walmart was a Growth stock.

Source: twitter
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#food-for-thought

Source: European leadership
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#effectiveness 
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#food-for-thought

Source: Compound Quality
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