
 

INSIDER WEEKLY ROUNDUP (13 NOVEMBER 2016) 

At the end of every week we take 0me, step back from the fray, and calmly review what the 
week brought us. This allows us to stress test assump0ons, and generally synthesize things. 

As the sun sets on this week, let me present the week that ended November 13th, 2016. 

What a wild week! I have never seen anything like it since the World Trade Centre crisis in 
September 2001!  

The madness and stupidity of crowds con0nues to amaze and amuse me!  

Firstly, how the crowd became convinced that Trump would never be elected (What? Are 
you crazy? Trump? Never!) and secondly how the crowd further surmised that if by some 
unimaginable act of God would be elected he’d certainly be terrible for the economy and 
stock market. Puzzling, especially if anyone cared to listen to what his policy ideas were.  



In any event, let’s play the game and give the crowd the benefit of the doubt.  

Given the crowd’s “outward” pessimism towards Trump, what would you logically expect on 
Trump winning the US Presidency? Significant downside in the stock market and probably 
significant upside in bonds? Risk off, remember?  

But at the end of trade on Wednesday the stock market moved materially higher. And 
bonds? Well, they were treated like a red headed step child with halitosis and a nasty skin 
disorder. 

Now, what did Trump do that was so different to effect a 180 degree turn in how the crowd 
thought of him? The same talking heads who said it would never happen opined that it was 
his speech. Really? Pray tell how it was then that Dow futures began to rally well ahead of 
his speech!  

Like I said: Amusing and amazing. Anyway, let’s not dwell on the poli0cs as I’ll cover that in 
the blog. We are here to make money and not get caught up in poli0cal debates but rather 
to understand the mechanics of the trends, why they are happening, and to posi0on 
accordingly.  

It’s been our belief that it wouldn’t really ma\er who became president in the near term. 
The macro trends in place would remain well a]er the elec0on result.  

We saw the Brexit “safe haven” trade begin the unwind and now we believe we have 
confirma0on of this. In fact, as men0oned previously, we believe that interest rates 
bo\omed earlier this year. The safe haven is no longer bonds. 

At any rate let’s keep things simple and highlight four charts that give you a good idea of the 
macro trends in asset classes already underway: 
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While the “analysis” is a li\le simplis0c, I think the charts above, suggest that equi0es want 
to move higher, bonds lower, the USD higher and base metals higher. 

And then if we add another couple of charts: 
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Financials (XLF) are taking off and u0li0es (XLU) are sinking. 

Remember, u0li0es have been the “safe” investments. Remember all those passive low 
vola0lity ETFs I told you about?  

It certainly looks like the “safe haven” trade that everyone crowded into over the last few 
years is “unwinding” quickly: bonds and “safe” stocks such as u0li0es, consumer staples, 
telecoms, and healthcare.  

The “safe haven” trade was (and s0ll is) very crowded. Rates are moving higher and clearly 
the crowd is under prepared for such an outcome. Yields can go a lot higher.  

They’re unwinding now. Dead on target I’d say.  

If we steer clear of the hype and nonsense on the MSM and simply look at the data then 
you would likely come away with the idea that this is the beginning of the market pricing in 
higher bond yields (interest rates) and inflaOon. Gratefully this is completely opposite to 
how the market is posiOoned. 

We have been saying for a very long 0me, the ac0ons by central banks and the “safe haven” 
seeking abtude of the crowd has been off the Richter scale. There will be consequences to 
these ac0ons and the consequences may well be equally if not more drama0c than the 
ac0ons themselves. That is higher rates and inflaOon than anyone dreams of! 

This is the source of our asymmetry. 

Now let me just men0on that the weekly roundup isn’t designed to be providing specific 
alert recommenda0ons. Those will come in a dedicated format explaining exactly how to 
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execute on par0cular ideas but I’d like you to take a look at Credit Suisse (CSGN), s0ll 
trading at about 0.65x book value and at genera0onal lows. 

Yes, many European banks are largely a mess but they’re collec0vely priced for bankruptcy. 
Furthermore, THE biggest source of their struggles have been related to the extreme low 
levels of rates in Europe and indeed across the globe.  

With a good propor0on of Credit Suisse’s fees coming from high net worth individuals, and 
with those individuals too scared to do anything with their capital, fee income has been 
severely hampered. But what happens when high net worth individuals decide to leave the 
“safety” of bond markets and start seeking a new version of “safety”, such as securi0es 
where CSGN earns higher fees?  

None of this is currently priced. Now, I’m providing CSGN as an example. It is one which we 
are long in the fund via long dated call op0ons, and we believe has poten0al, and we will 
shortly be providing a dedicated writeup on European banks for you. 

In the mean0me, we will con0nue looking for extreme value situa0ons with asymmetric 
payoffs. Right now, because few ever expect rates to rise materially again or that infla0on 
will ever rear its head, we believe that some of the best asymmetric trade opportuni0es lie 
with banks and interest rate futures.  

This past week has provided us an en0re litany of markets which have broken on a technical 
basis. We know the underlying forces as I’ve been discussing them at length. Now we have 
many technical valida0ons that yes indeed the market has and is shi]ing… rapidly. 
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When it is all said and done this past week was I dare say it significant. Despite what the 
MSM tried desperately to suggest about a Trump presidency Trump may be the best thing 
that ever happened to bulls of “risky” assets and the worst thing have happened to the 
believers of “lower for longer” and defla0on! 

Sincerely, 

Chris Macintosh 

Founder & Editor In Chief, Capitalist Exploits Independent Investment Research 
Founder & Managing Partner, Asymmetric Opportuni0es Fund 
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Unauthorized Disclosure Prohibited 

The informa4on provided in this publica4on is private, privileged, and confiden4al informa4on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica4on and related 
materials. Forwarding, copying, dissemina4ng, or distribu4ng this report in whole or in part, including substan4al 
quota4on of any por4on of the publica4on or any release of specific investment recommenda4ons, is strictly 
prohibited. 

Par4cipa4on in such ac4vity is grounds for immediate termina4on of all subscrip4ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica4on without 
disclosure by any electronic means it deems necessary and may change those means without no4ce at any 4me. If you 
have received this publica4on 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 informa4on contained in such 
publica4ons is not intended to cons4tute individual investment advice and is not designed to meet your personal 
financial situa4on. The opinions expressed in such publica4ons are those of the publisher and are subject to change 
without no4ce. The informa4on in such publica4ons may become outdated and there is no obliga4on to update any 
such informa4on. You are advised to discuss with your financial advisers your investment op4ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en44es in which it has an interest, employees, officers, family, and associates may from 
4me to 4me have posi4ons in the securi4es or commodi4es covered in publica4ons or the website. Corporate policies 
are in effect that aQempt to avoid poten4al conflicts of interest and resolve conflicts of interest should they arise, in a 
4mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip4on at any 4me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip4on payment previously received rela4ng to the remaining subscrip4on 
period. Cancella4on of a subscrip4on may result from any unauthorized use or reproduc4on or rebroadcast of any 
Capitalist Exploits paid publica4on/s, any infringement or misappropria4on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre4on 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 4me to 4me 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 
recommenda4ons, 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 transac4ng any business with any firm, for any product or 
service. 
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