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Greetings, 

 I assume I’m not alone in hating my internet/cable provider. In terms of popularity, AT&T, 

Comcast, Time Warner, and Cablevision probably fall somewhere between ISIS and Ebola. Just 

week last I received a notice from my provider saying my monthly payment will inexplicably rise 68% 

starting in October. The obvious collusion taking place between broadband providers is what enables 

them to offer a terrible product at exhorbitant prices. 

Unfortunately, the crack-staff at the Department of Justice has done nothing in terms of 

antitrust charges. Perhaps that’s because the Cable TV industry, comprised of 26 companies, has 

327 lobbyists in Washington. The group shelled out roughly $64 million to lobbyists in 2013 – a 

record-high that will almost certainly be broken this year. 

 

 

https://www.opensecrets.org/industries/lobbying.php?ind=C2200
http://marketfy.com/portal/cup-handle/
http://cupandhandlemacro.com/


 

 I honestly don’t understand why there isn’t more outrage on this subject. The United States, 

which supposedly invented the internet, ranks 25th globally in broadband speed, behind Estonia. 

Except that it’s 50% cheaper in Estonia. South Korea has the fastest broadband internet, twice as fast 

as the US for one-sixth of the price. 

 Fortunately, there is reason for hope. A week ago, the head of HBO hinted that a stand-alone 

plan for HBO GO, its streaming site for subscribers, might be coming soon. Two days later, the CEO 

of Viacom, Les Moonves, said there’s a strong possibility that Showtime and CBS (both Viacom 

properties) may be headed for a direct internet subscription model. This would be a game-changer. 

Network television available over the internet would be a major step towards de-bundled cable TV 

packages that consumer have sought for years. It’s still early but at least there’s hope. 

 

 The macro front was fairly busy last week. The Fed managed to boost short-term rates without 

spooking the stock market, but that is a very slippery slope. The “No” vote ultimately prevailed and 

Scotland will remain a part of the UK. And finally, the Alibaba IPO went off without a hitch on Friday, 

raising $22 billion in the process. These are all topics that we covered last week in various 

publications. In case you missed them, here are the links: 

 

 20 Critical Charts in < 5 Minutes (video) 

 Weekend Read List 
 

Again, if you’d like these notes sent directly to your inbox, please follow us on Marketfy by clicking 

here. We’re ready to send out our monthly investment letter for September. If you’d like to receive our 

monthly notes, and stop missing these profitable trades please click here for more info: 

 

 

 

Today’s letter will cover several topics, including: 

 Millenials Rising 

 Trouble in Rubber 

 Controversy in Silicon Valley 

 Head scratching chart of the week 
 

As always, if you have any questions or comments or just want to vent, please send me an 

email at mike@cup-handle.com. 

 

Until next time, tread lightly out there, 

 

Michael Lingenheld 
Managing Editor – Cup & Handle Macro 

http://time.com/3373585/hbo-go-online-subscription/
http://time.com/3373585/hbo-go-online-subscription/
http://www.tvweek.com/tvbizwire/2014/09/moonves-cbs-may-be-offered-via-direct-over-internet-subscription-and-showtime-too/
http://marketfy.com/product/cup-handle-macro-research/lessons/1181/view/57601/
http://marketfy.com/product/cup-handle-macro-research/blog/1167/view/57831/
http://marketfy.com/portal/cup-handle/
http://marketfy.com/portal/cup-handle/
http://marketfy.com/item/cup-handle-macro-research/
mailto:mike@cup-handle.com
http://marketfy.com/item/cup-handle-macro-research/


 

Millenial Powerbrokers 

 It has been tough sledding for Millenials, defined as people between the ages of 18-29, since 

the Great Recession. Most of us (I say us because I qualify) have been forced to take jobs below our 

education level. We’re also overburdened by student loans, forcing many to live with their parents. 

However, baby boomers should take note that our generation will be an increasingly influential player 

in the US economy. 

A new study from the Demand Institute shows there are just 13.3 million households headed 

by Millenials today. Over the next five years, that number is expected to rise by 62% to 21.6 million. In 

the process, we’ll spend more than $2 trillion on rent and home purchases– more than any other 

generation over that time period. 

Surprisingly, 73% of 

respondents said they believe 

home ownership is an excellent 

investment, despite having lived 

through the first significant 

housing correction in decades. 

Whether or not Millenials will be 

able to capitalize on that 

investment is another matter, as 

44% think it will be difficult to 

qualify for a mortgage. Those that 

do qualify for a mortgage would 

be smart to lock in a fixed rate now before the Fed starts hiking interest rates. The average 30-year 

fixed mortgage rate in the US is currently just 4.21%, down from 6.5% five years ago. 

 

US Home Mortgage Rates – 30 Year Fixed National Average 

 

http://www.demandinstitute.org/sites/default/files/blog-uploads/millennials-and-their-homes-final.pdf


 

 

Rubber Fire 

 In February, the world’s top natural rubber producers were considering a joint effort to support 

prices of tire-grade rubber as priced dipped to a five-year low. Thailand, Indonesia and Malaysia, 

which combine to produce 70% of global output, contemplated restricting exports or buying the 

commodity directly from farmers. However, their plans hit a snag in May when the Thai government 

was overthrown in a military coup d’etat. 

 Thailand, home to 29.6% of global rubber production, formerly appointed General Prayuth 

Chan-ocha to the position of Prime Minister in August. One of his first proposals as Head of State 

was to sell the country’s 200,000 tons of rubber stockpiles into the open market, citing expensive 

storage costs. 200,000 tons is the equivalent of 1.5% of global annual production. 

 

Benchmark Rubber Futures - Tokyo 

 

 The proposal, which has yet to be implemented, would be yet another blow to a rubber market 

stuck in a 3-year downtrend. Prices are down nearly 70% from their 2011 peak due to a supply glut 

and slowing Chinese demand. With that being said, some analysts argue that a sell-off by the world’s 

largest exporter would help the world market by removing uncertainty. In the meantime, savvy 

Chinese buyers are taking advantage of the discounted prices and rebuilding their own stockpiles, 

which will never be sold onto the open market. 

 

Silicon Valley Sound-bites 

 Not only is Silicon Valley the cradle of technological innovation, it’s also the global 

headquarters of venture capital. According to PricewaterhouseCoopers, VC firms invested $13 billion 

nationwide in the second quarter, and $7 billion went to firms in Silicon Valley and San Francisco. 

Last week, several prominent VC investors took to the airwaves, making for some very intriguing 

headlines: 

 

http://www.thehindubusinessline.com/markets/commodities/china-grabs-thai-rubber-as-prices-sink-to-multiyear-lows/article6404342.ece
http://www.thehindubusinessline.com/markets/commodities/china-grabs-thai-rubber-as-prices-sink-to-multiyear-lows/article6404342.ece


 

 “Every incremental day that goes past I have this feeling a little bit more. I think that Silicon Valley as a 

whole or that the startup community is taking on an excessive amount of risk. Unprecedented since ’99. 

In some ways less silly than ’99 and in other ways more silly than ’99.” – Michael Gurley, Benchmark 

 

 “There is definitely the dynamic that you need to keep dancing until the music stops, just make sure you 

aren't left without a chair when the music ends…I think there is at least a 50% chance that the music 

will stop in the next three years.” – Jeff Bussgang, Flybridge Capital 

 

 Twitter is hard to evaluate. They have a lot of potential. It’s a horribly managed company – probably a 

lot of pot-smoking going on there. It’s such a solid franchise that maybe it works even with all that. I’m 

sure they could (do) much better. The CEO can’t really change things that much in these companies. 

You’d have to fire everybody and start over.” – Peter Thiel, Founders Fund 

 

Head-Scratching Chart of the Week 

 US stock indices continue to set fresh all-time, but that doesn’t mean the underlying strength is 

anything to brag about. Of the 103 members of the NASDAQ Exchange, 47% are in bear market, 

defined as down 20% or more from their peak over the past 12 months. In the Russell 2000, which 

contains smaller companies, more than 40% of the stocks are in a bear market. The S&P 500 has the 

most underlying strength with just 6% of its members down 20% or more. 

 Perhaps this shouldn’t be surprising. Since stock markets bottomed in March 2009, the 

NASDAQ has been the best performer followed by the Russell 2000 and S&P 500. However, the 

more pernicious interpretation of this data is that the stock market is losing momentum, and could be 

preparing for a correction. 

  
 

Performance since March 1, 2009 – Normalized to 100 

NASDAQ (white) – Russell 2000 (orange) – S&P 500 (green) 

 

 



 

Reader Question: 

**Editor’s note: Every week we’ll try to answer at least one reader question. If you would like to submit a 

question, please send us an email at info@cup-handle.com. We’d love to hear from you! ** 

 

Q: Is Apple attractive here? iPhone 6 and new iWatch have gotten solid reviews. – New Jersey 

 

A: I don’t have much of an opinion either way. AAPL is such a popular ticker that it seems to be 

driven by sentiment and retail flows more than anything. I would caution anyone from buying Apple 

based on the new watch. The company derives 53% of its $170 billion in annual revenue from 

iPhones and 18% from iPads, meaning the watch would have to be a runaway success just to move 

the needle. On the other hand, it’s hard to be bearish a company that bought back $32.9 billion of its 

own stock over the past year. 

 

That’s all, see you next week! 

 

For any questions or comments, please email us at: info@cup-handle.com 
 
Please visit us at: http://marketfy.com/portal/cup-handle/ 
 
Follow us on Twitter: @cuphandlemacro 
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