
 

INSIDER WEEKLY ROUNDUP (16 FEBRUARY 2017) 

Dear Insider member, 

Welcome back to the Insider weekly. There is always something blaring at us from the 
various news streams. Very, very rarely is it what we should be paying a?en@on to if we are 
indeed in search of asymmetric opportuni@es. 

With that in mind let's try and look through all the Trump drama as difficult as it may seem. 
I'm grateful for the noise created as it is really a sideshow and distracts the masses from the 
most cri@cal news flow. And that news flow, I believe, centres around infla@on.  

Infla@on con@nues to surprise to the upside but our central banker friends aren't paying 
much a?en@on. This is (as it should be) at turning points in any cycle. 



Nevertheless, check out the news flow on infla@on (a screen grab from a Google search): 

The more I look at what is happening on the infla@on front globally, and coincidentally 
central bankers' lack of appeJte for doing anything about it, the more I become convinced 
that "we have a situa@on" developing, and a situa@on of monumental propor@ons. 

It is true that central bankers' policy tools are increasingly limited, the proverbial rock and 
hard place analogy. Raising interest rates in an environment where debt levels are already 
beyond anything we've experienced before presents very real difficul@es.  

Firstly, there are the issues of financing and rolling exis@ng bonds. And secondly, problems 
can quickly emerge in what a market begins to price in further down the interest rate curve, 
which itself leads to asking the obvious ques@on: How in heaven's name is this going to be 
paid for? 

There is a consequence to every ac@on - a lesson our parents drummed into us when they 
stuck us in the corner for being naughty li?le shits and one we as parents repeat ourselves 
in the hope that the message is ingrained in the li?le sprogs' minds.  
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It is also a lesson which sadly we bipeds tend to ignore, especially if we think we can get 
away with it.  

If the monetary easing that has been occurring over the last few years is something we have 
never witnessed in "modern @mes", then it stands to reason the consequence promise to be 
equally as drama@c as the ac@on itself (and maybe even more so). Remember, markets 
typically overextend. 

So what are the consequences of all this easy monetary policy? I don't know!  

Whoah, Chris what do you mean? One minute you're saying there will be huge 
consequences to all the monetary easing that has occurred over the last 7 years, then in the 
same breath you're saying you don't have an idea of what those consequences are! So what 
is the deal? 

You're right, I don't know what the consequences are.  

Like any thinking investor and money manager I have my probabili@es laid out and I must 
act accordingly. But - and this is important - dogma@sm is a killer, and so in order to protect 
oneself from falling in love with any par@cular "story" I believe a be?er approach is 
warranted. 

Le[ng the market dictate to us what it wants to do and constantly allowing us to examine 
and follow it.  

Yes, the future is uncertain (by defini@on it has to be, otherwise there could be no future), 
however the market will take us there and our job is to examine the pieces of the puzzle 
and those macro trends and not get bucked off by all the noise.  

Whatever trend emerging now is likely to be way bigger and more intense than what 
anyone can wildly imagine simply due to the enormity of the misalloca@ons of capital which 
have preceded it.  

So we must pay careful a?en@on to whatever trend we now see emerging, par@cularly from 
extreme levels. Extreme levels are not coincidentally where the greatest asymmetry lies. 

We must note carefully those assets/markets/sectors that struggled during the last decade 
or so. The probability favours that their struggle will likely be related (in one way or another) 
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to the ultra easy monetary policy environment and investors insa@able appe@te for "safe 
haven" assets. 

Here is an example: Bank of America (as a proxy for banks in general) has underperformed 
the S&P 500 since 2003. It has, however, started to outperform as of the last few months.  

I'm trea@ng this seriously; it is a trend that is likely to last for the next 10 years. Sure, there 
is a bit of bullish banter towards banks at the moment, but you don't hear even a whisper 
that BAC will outperform the S&P for the next 10 years (that is considered loony bin 
material). 

BAC rela2ve to the SPY 

Take your magnifying glass out to see it but we are star@ng to see the early hints of big 
trends developing in sectors that were absolutely crushed over the last 5 or so years. 
Uranium and rare earth metals ETFs rela@ve to the SPY are prime examples: 
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Do these emerging trends have something to do with central banks and all their easing? Yes, 
they do. If you dig into each sector you'll find that a nega@ve interest rate environment has 
been deadly to profit margins. 

This is currently a "stealth" bull market. 

Everyday we are seeing more examples of "explosive" stock price moves in lesser known 
miners. Take these two as examples:  
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URU Metals has nickel interests in South Africa and uranium in Sweden. Greenland Metals 
extracts rare earths and uranium in Greenland. There isn't anything so special about these 
stocks, rather it is the theme driving them higher and that theme is infla@on. 

The moves are rapid. Perhaps, aker going down for the last 6 years, ownership has become 
concentrated in a rela@ve few hands with the result that when demand picks up for the 
stock there isn't enough liquidity which is resul@ng in the recent explosive moves.  

Further to this, my friend Raoul Pal just sent this out yesterday. We have been long uranium 
since just before the fat guy came down the chimney last year and will remain so. 
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What I find par@cularly exci@ng is that we find li?le evidence of anyone talking about this 
emerging bull market.  

It is said that true bull markets creep up on investors when they least expect it. Of course, 
the opposite applies as well. Did anyone see infla@on figures and retail sales out in the US 
yesterday?  

Seems like bond investors hardly no@ced as long term treasury yields barely budged. 
Perhaps bond "investors" are as apathe@c towards infla@on as central bankers? 

As long as this complacency remains we will have @me to build asymmetric posi@ons.  

Anyway, enough with the philosophy.  

My regular day job is filled by scouring the globe for "deep value" situa@ons – stocks that 
have been absolutely walloped over the last 5-10 years but have hammered out a long term 
bo?om (from outward appearances at least). 

This week I found a couple of interes@ng situa@ons that I have to look into in detail. 

Prosafe, a Cyprus company listed in Norway involved in the offshore oil industry. Yes, that is 
a 99% fall since 2013, which gives you an idea of how geared it is towards the price of 
crude. 
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If we go to a shorter-term @me frame note the sideways ac@on. Looks like it is hammering 
out a long-term bo?om. 

Then there is a Norwegian shipbuilder Bergen Group. Another classic long-term bo?oming 
process: 

You snooze, you lose. So much for taking a few days to analyse the company. When they 
break they break hard. Yikes! 
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And around the globe we go to Korea where we are watching shippers (actually, shippers 
worldwide in general).  

I really need to get my calculator out here. Korea Line has dropped from KRW20m to 20k - 
a 99.9% fall! 

Yet, Korea Line is s@ll trading and appears to have been hammering out an ultra long-term 
bo?om. 

These are all in the due diligence bucket.  

I'm "guessing" that if it hasn't gone bang by now it will survive the most vicious bear market 
to have gripped shippers in a genera@on. 

Give me a couple more days and I will put out a more detailed Insider Trade Alert on these 
stocks, of course assuming everything lines up. 
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Yes, we will keep searching the globe for these big payoff trades. These trades are out there 
if you take @me to fish in waters that no one else would dare. 

Un@l next week's edi@on, all the best. 

Sincerely, 

Chris MacIntosh 

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

The informa2on provided in this publica2on is private, privileged, and confiden2al informa2on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica2on and related 
materials. Forwarding, copying, dissemina2ng, or distribu2ng this report in whole or in part, including substan2al 
quota2on of any por2on of the publica2on or any release of specific investment recommenda2ons, is strictly 
prohibited. 

Par2cipa2on in such ac2vity is grounds for immediate termina2on of all subscrip2ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica2on without 
disclosure by any electronic means it deems necessary and may change those means without no2ce at any 2me. If you 
have received this publica2on 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 informa2on contained in such 
publica2ons is not intended to cons2tute individual investment advice and is not designed to meet your personal 
financial situa2on. The opinions expressed in such publica2ons are those of the publisher and are subject to change 
without no2ce. The informa2on in such publica2ons may become outdated and there is no obliga2on to update any 
such informa2on. You are advised to discuss with your financial advisers your investment op2ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en22es in which it has an interest, employees, officers, family, and associates may from 
2me to 2me have posi2ons in the securi2es or commodi2es covered in publica2ons or the website. Corporate policies 
are in effect that aSempt to avoid poten2al conflicts of interest and resolve conflicts of interest should they arise, in a 
2mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip2on at any 2me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip2on payment previously received rela2ng to the remaining subscrip2on 
period. Cancella2on of a subscrip2on may result from any unauthorized use or reproduc2on or rebroadcast of any 
Capitalist Exploits paid publica2on/s, any infringement or misappropria2on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre2on 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 2me to 2me 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 
recommenda2ons, 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 transac2ng any business with any firm, for any product or 
service. 
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