
 

                December 29, 2015 

 
 

Greetings, 

 I hope you’re all enjoying this holiday season. It’s a crazy time of year so we’re changing it up with 

a more digestible edition this week. I don’t necessarily believe all of these predictions will come to 

fruition, but undoubtedly some will be accurate. At the very least it’s food for thought for what should be 

a very exciting year! 

 

But first, let’s take a look and see how my predictions for 2015 played out (although the year is not 

over). On the face of it, only 1 of the 5 was indisputably correct. However, 4 of the 5 were at least 

directionally right or pretty close. Hey, they’re supposed to be bold predictions! 

 

2015 Predictions 

1. The trade-weighted Euro will strengthen – Wrong, trade-weighted EUR finished -8%. 

2. 10Y Treasury Yields will fall below 1.5% - Wrong, but they hit 1.6% in February; pretty close. 

3. Bitcoin will outperform every fiat currency – Correct, +35% YTD; USD wasn’t even close. 

4. CNY will be the worst performing major currency – Wrong, but -8% is a lot for China. 

5. The Fed will not hike in 2015 – Wrong, but barely. Consensus was a March hike last December. 

 

5 Bold Predictions for 2016 
 

1.) Revolution in a Major Emerging Market – As of right now, the strongest candidate looks to be South 

Africa, a country that went through three finance ministers in a week earlier this month. The other major 

contender is Turkey, but don’t count out Indonesia, Malaysia, Saudi Arabia, Ukraine or even Russia. The 

common thread here is that all these countries have big debt burdens, poor leadership, high youth 

unemployment and don’t want a stronger USD. 

https://s3.amazonaws.com/C-HWeekly/Top+5+-+2015.pdf
http://qz.com/572896/south-africa-is-on-its-third-finance-minister-in-less-than-a-week/
http://marketfy.com/item/cup-handle-macro-research/?ref_code=8d921bf55ce2ede537956901061ebcd2
http://cupandhandlemacro.com/


 

   

 Of course, the big wildcard here is Brazil. The economy is in absolute shambles, inflation (driven 

by currency weakness) is pushing higher, and the government is investigating its worst corruption 

scandal in history. There are impeachment proceedings underway to oust President Dilma Rouseff, which 

could actually be bullish. On top of all this, the Olympics come to town on August 5. There are serious 

questions as to whether facilities in Rio de Janeiro will be ready to host the games, and many expect epic 

protests. I thought about making “the Brazilian Olympics get cancelled” one of my predictions, but a 

revolution in one of these countries is bold enough. 

 

2.) Bitcoin outperforms all fiat currencies (again) – Bitcoin really outperformed this year when the flow 

of capital was restricted in some region. For the most part that region was China in 2015, and I don’t see 

any reason for that to change over the next 12 months. The volumes on Bitcoin exchanges in China are 

staggering. Swiss Franc (CHF) was the only currency to outperform USD this year (barely), but the 

potential for fiat currency appreciation going forward looks minimal compared to alternatives like gold 

or cryptocurrencies. 

 

 The fundamentals of bitcoin are inherently bullish as long as demand doesn’t decline. The number 

of bitcoin-related platforms being released and developed seem to indicate that shouldn’t be a concern. 

Earlier this year XBT prices dipped below the “cost of production,” and there was a bullish response from 



 

the market. I think this form of currency will be immensely popular in emerging and frontier markets, 

mainly because the transaction costs are so low. As more people get comfortable with the concept there’s 

no reason prices couldn’t 2x or 10x from here – although that might take longer than 12 months. 

 

3.) A major currency peg will break – The IMF’s annual review of currency regimes, published in October, 

revealed that at the beginning of 2015 only 35% of member countries let their currencies float, and only 

16% intervened rarely enough for the IMF to classify them as “free floating”. The rest are managed with a 

tighter grip. I’m not talking about breaking the Nigerian Naira, this prediction only counts if one of the 

major pegs fall. It looks doubtful that CNY will fall, instead the government is transitioning to a peg 

against a basket of currencies. 

   

 The leading contenders are all the usual suspects. We’ve covered Saudi Arabia at least once a 

month this year, and the ongoing decline in oil will keep pressure on SAR. The same can be said for most 

Middle Eastern oil exporters, like Kuwait or UAE, for example. Bringing down any of these pegs would be 

a major macro story, but a free-floating or devalued Hong Kong Dollar would be a monumental 

development. Looking at the chart of Hong Kong property prices, perhaps we should be preparing for it. 

 

4.) Corn and Wheat will rally more than 20% each – Global stock-to-use ratios for corn and wheat are at 

16 year highs. Low gasoline prices have really helped farmers, but crop prices simply aren’t high enough 

for a blockbuster planting next spring. Argentina, a huge grain exporter, just elected a new President who 

will scrap the tax on agricultural exports. Argentina’s tax agency has estimated that farmers are hoarding 

as much as $11.4 billion of soya, corn and wheat. Dumping supply onto the market will depress spot 

prices even further (already priced in), but improves the forward-looking supply-demand balance. 



 

   

 We’ve also got to consider El Nino. The Southern Oscillator, which measures ocean temperatures 

in the Pacific, indicates this could be the most severe El Nino on record. These weather patterns are 

impossible to predict, but they’re a wildcard that should support grain prices. Finally, commodities have 

been pounded relentlessly since 2011. If USD cools off and commodities bounce, expect grains to move 

higher quickly. 

 

5.) A Unicorn company will go bankrupt - Some 142 unicorns now roam the land, with a collective value of 

$506 billion. Some, like Uber and Airbnb have become household names. Relative to the tech boom of the 

1990s, many of the new companies going public generally have better financial records, but sentiment is 

clearly shifting. Fidelity wrote down the value of its Snapchat holding by 25% at the end of the third 

quarter, and also made major mark downs to Blue Bottle Coffee, Dataminr and Zenefits. Square’s (SQ) IPO 

was priced well below its private-company valuation. 

    

 Not only do these companies face funding threats, but monopolistic tech companies like Google, 

Facebook, Amazon, Microsoft and Apple have the cash and know-how to disrupt many Unicorn business 

models. To justify their huge valuations, they have to overcome substantial scale and capital 

disadvantages — a crippling challenge as demonstrated by the recent struggles of Twitter. Because these 

companies have increasingly stayed private, a failure probably wouldn’t shock the financially system, but 

it would teach all of these companies a lesson on financial excess. 



 

 

 

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 

 

That’s all, see you in 2016! 

 

For any questions or comments, please email us at: info@cup-handle.com 
 
Please visit our website. 

 
Follow us on Twitter: @cuphandlemacro 
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