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When you buy a fridge from the store you take it home and it’s yours. You put your food, 
beer and kids glow in the dark toys in it. It’s yours. 

Likewise “Insider” is YOUR product. My job is to become the conduit of informaEon to 
bridge the world I live in with the one you live in. In this sense we’re partners and your 
assistance in stocking your fridge is appreciated. 

The Most Recent Alert 

The recent alert on shorEng the bond market is easily one of the most complex and difficult 
investments to both write about, let alone execute. Trust me when I say they will not all be 
like this. Some of you absolutely loved it while others were baffled by the complexity of it 
and this is completely understandable.  

It would have been easy to look at this trade and say to ourselves, “You know what, this is a 
complex market and a difficult trade to both discuss and execute, let’s just skip it for subscribers”. I 
can’t and simply won’t do that since as menEoned we believe this is an important trade with 
a lot of asymmetry, even though it’s more complex than most are used to. I will therefore 
endeavour to bring you what is worthy and where it’s difficult to understand I’m going to 
rely on you for feedback so that I can stock your fridge beLer. 

That said, I realise that we could provide addiEonal informaEon to clarify a few things.  

A number of members have come back to me with quesEons about the mechanics or 
pracEcaliEes of puOng trades on. So I thought I would spend some Eme and go through 
things again more from a pracEcal perspecEve. 

https://s3.amazonaws.com/capex/insider/02-interest-rates-30-nov-2016.pdf


This supplemental piece is designed to do just that. 

From the outset the idea of the Interest Rate Trade Alert was to discuss a number of ways 
investors could posiEon themselves for rising interest rates over the coming months and at 
varying degrees of sophisEcaEon.  

On Op1ons: In this Trade Alert we did talk a lot about opEons but these trade alerts are not 
just about opEons. An opEon is merely a way of expressing a view, whether or not you use 
an opEon will depend on:  

A. Your risk profile 
B. How familiar you are with opEons and the way they work 
C. How aLracEve the opEons are (bid offer spreads, valuaEon, etc.) 

If you are unfamiliar with opEons then simply banish them to the cupboard under the stairs 
and look at a stock or futures trade (again depending on how comfortable you are with 
trading with leverage in the case of Futures). 

I sat down and wrote up a short basic “How to Guide on Op1ons” which is linked here for 
your reference. 

Our job isn’t easy. We don’t “screen” members and as such have some members who are 
very advanced  (as number of hedge fund managers and a couple of proprietary traders) and 
some members who are absolute beginners, and everyone else in between. Somehow we 
need to cater for everyone at the same Eme not losing beginners in the dust or wasEng a 
hedge fund manager’s Eme with “elementary” trade ideas.  

It is up to each individual to decide what trading instrument is appropriate to one’s unique 
set of competencies! 

Appropriate Exposure: We believe this is a very important macro trade and as such a 
weighEng of up to 5% of one’s por\olio would be suitable. If this is too much then go for an 
exposure where you don’t have much of an emoEonal aLachment to it. 

Our Base Case “Tracking” Trade 

First of all, our “base case” trade, the trade we are going to track is the following: 

IEF, January 2019 put, strike 105 at 6.00 
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If you know what opEons are all about then buying a put on IEF won’t be a big deal. Some 
members have asked why buy a long term put going out to January 2019, wouldn’t a 
January 2018 put suffice? Our answer: it usually takes way more 1me for a view to play out 
than you think. So in general buy as much Eme as you can. Also be prepared to watch an 
opEon go to expiry and be prepared to re-enter the trade again.  

It isn’t unusual for us to experience being too early but having the forEtude to understand 
that where asymmetry exists it remains a compelling trade and staying with the trade has 
regularly paid off handsomely for us. 

Some other quesEons have been. Should I go out of the money (OTM), at the money (ATM), 
or in the money (ITM) on my strikes? The right answer depends on how much of a move you 
expect IEF to make over the next two years. Just going ATM should be sufficient.  

What about shorEng IEF? Yes, that is feasible if you are comfortable shorEng an instrument 
and you don’t get carried away with leverage. However, if we see material downside in IEF 
over the coming months we are likely to see equally material upside in Bank of America 
(BAC), so buying the stock of BAC would be the equivalent to shorEng IEF and buying calls 
on BAC would be the equivalent to buying puts on IEF. 

You may be asking why IEF and not TLT? Frankly it doesn’t maLer too much if you buy puts 
on IEF or TLT. We went for puts on IEF because one contract will cost $600 whereas the 
January 2019 ATM put (120 strike) on TLT will cost about double that.  We don’t want to 
put trades in front of people which are not affordable. 

If buying puts or shorEng the Treasury ETFs (IEF and TLT) is a liLle foreign to you or out of 
your comfort zone then there is another way and that is simply by buying Bank of America. 

Buying Bank of America 

By simply buying the stock of Bank of America you are effec1vely posi1oning for rates to 
move higher, or at least you will do very well if rates move higher as we expect. 

Note that we use BAC as a proxy for banks in general. What we say about BAC also applies 
to the likes of CiEgroup, JPMorgan, SunTrust, etc. 

One could also buy long term (January 2019) call opEons on BAC if you wanted a bigger 
payoff or a combinaEon of stock and opEons. Again if you aren’t competent with opEons 
then sEck to stock unEl such Eme you figure out what opEons are all about.  
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Where Bank of America goes, so too will other Banks including the Europeans. You can get  
December 2020 opEons on the most European banks.  There are December 2020 opEons 
on most of the European banks (in a few weeks December 2021).  

Take a look at 14 strike calls on Credit Suisse (as it appears on the IB Webtrader pla\orm) 
trading on the Swiss Exchange (IB is your best bet for this trade). 

We think these opEons are very cheap. 

Eurodollars and Euribor 

There were quite a few Insider members who were confused about eurodollars and Euribor 
contracts. From the outset these instruments are probably more for experienced traders/
fund managers. Trying to teach the mechanics of these to traders who aren’t familiar with 
money markets is challenging, and near impossible if you add opEons on top of that.  

It isn’t made any easier when most brokers wouldn’t have the foggiest idea of what you are 
talking about when you start raLling off something like, “I want to buy a September 20, 97.5 
strike put on the eurodollar futures.” 

It’s enErely possible they put you on hold and pour themselves a sEff drink while franEcally 
googling what you’ve just said. 

With all the quesEons we received back regarding eurodollar and Euribor puts I am wishing 
I have never talked about them in the first place! Anyway, here are a few pointers for those 
who need a liLle guidance. 

Brokers: InteracEve Brokers (IB) is your best bet for both Euribor and eurodollar contracts. 
However, other brokers, like OpEonsxpress, will allow you to trade eurodollar futures and 
opEons contracts (not Euribor).  

Eurodollar contracts trade on the CME in the US whereas Euribor contracts trade on ICE in 
London. 
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For simplicity we will run with the IB pla\orm. For IB the code for Eurodollars is “GE” and 
for Euribor “I”. For Eurodollars opEons go out 4 years (September 2020) and Euribor just 2 
years (September 2018).  

What the eurodollar September 2020 97.50 (ATM) put should look like on the IB Webtrader 
pla\orm: 

What the Euribor September 2018 100 (ATM) put should look like: 

It gets a liLle more complicated because if you do want to go out this far (and our idea is 
that you should buy as my Eme as you can) there isn’t any liquidity – so you are unlikely to 
see any bids or offers on screen.  

It is way beyond the scope of this alert to go into how to determine what is a reasonable 
price to pay for these puts. However, at the Eme of wriEng you should get filled at the 
prices we put up in the two screen shots above. 

Again if this is totally foreign to you then sEck to puts on IEF or buying calls on BAC, or 
CSGN etc. 

We hope that this explanaEon answers quite a few of the quesEons that members raised. If 
you have any further quesEons please don’t hesitate to ask.  

Sincerely, 

Chris MacIntosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 
Founder & Managing Partner, Asymmetric OpportuniEes Fund 
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Unauthorized Disclosure Prohibited 

The informaJon provided in this publicaJon is private, privileged, and confidenJal informaJon, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publicaJon and related 
materials. Forwarding, copying, disseminaJng, or distribuJng this report in whole or in part, including substanJal 
quotaJon of any porJon of the publicaJon or any release of specific investment recommendaJons, is strictly 
prohibited. 

ParJcipaJon in such acJvity is grounds for immediate terminaJon of all subscripJons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publicaJon without 
disclosure by any electronic means it deems necessary and may change those means without noJce at any Jme. If you 
have received this publicaJon and are not the intended subscriber, please contact admin@capitalistexploits.at. 

Disclaimers 

Capitalist Exploits website, World Out Of Whack, Insider, and any content published by Capitalist Exploits is obtained 
from sources believed to be reliable, but its accuracy cannot be guaranteed. The informaJon contained in such 
publicaJons is not intended to consJtute individual investment advice and is not designed to meet your personal 
financial situaJon. The opinions expressed in such publicaJons are those of the publisher and are subject to change 
without noJce. The informaJon in such publicaJons may become outdated and there is no obligaJon to update any 
such informaJon. You are advised to discuss with your financial advisers your investment opJons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other enJJes in which it has an interest, employees, officers, family, and associates may from 
Jme to Jme have posiJons in the securiJes or commodiJes covered in publicaJons or the website. Corporate policies 
are in effect that aWempt to avoid potenJal conflicts of interest and resolve conflicts of interest should they arise, in a 
Jmely fashion. 

Capitalist Exploits reserves the right to cancel any subscripJon at any Jme, and if it does so it will promptly refund to 
the subscriber the amount of the subscripJon payment previously received relaJng to the remaining subscripJon 
period. CancellaJon of a subscripJon may result from any unauthorized use or reproducJon or rebroadcast of any 
Capitalist Exploits paid publicaJon/s, any infringement or misappropriaJon of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discreJon of Capitalist Exploits. 

Affiliate No8ce 

Capitalist Exploits has affiliate agreements in place that may include fee sharing. If you have a website and would like 
to be considered for inclusion in the Capitalist Exploits affiliate program, please email admin@capitalistexploits.at. 
Likewise, from Jme to Jme Capitalist Exploits may engage in affiliate programs covered by other companies, though 
corporate policy firmly dictates that such agreements will have no influence on any product or service 
recommendaJons, nor alter the pricing that would otherwise be available in absence of such an agreement. As always, 
it is important that you do your own due diligence before transacJng any business with any firm, for any product or 
service. 

© Copyright 2016 by Capitalist Exploits
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