
 

INSIDER WEEKLY ROUNDUP (8 APRIL 2017) 

Welcome to this week's Insider weekly.  

This week, let's stay away from the hype and drama sounding Trump, the Fed, and the 
"general outlook for the stock market". Rather, let's concentrate on those big payoff trades 
where no one else is daring to look.  

But first. Your fellow Insider member Alex sent through this beauty from his porch. Don't 
forget to send me your sunset shots to chris@capitalistexploits.at. 

In order to find deep value what rocks do we look under? Well, in my experience it is those 
industries which are subject to a lot of stress. You don't have to go looking far since the 
press will soon tell you what those industries are. 

mailto:chris@capitalistexploits.at


One of the biggest contrary tell tale signs is a high profile bankruptcy within a sector.  

This week, we had the offshore oil driller Seadrill essenMally say they're entering 
bankruptcy, or at least the next worst thing as a restructuring will wipe out a significant 
porMon of shareholder capital. 

Seadrill was once a $28bn company. Goodness knows at what level it boRoms at - currently 
it is a mere $327m. With Seadrill so goes North AtlanMc Drilling (NADL), which is majority 
held by Seadrill so it's like a twofer… two companies' shareholders ge[ng wiped out in one. 

This is even beRer news than the release of a new Coldplay album. Why? Because markets 
work. 

This week's Weekly Insider isn't to talk about SDRL as an investment as it's enMrely possible 
that this Mme next year it lies in a box with dirt on top of it but rather the contrary signs 
generated by the debt restructuring/wiping out of exisMng shareholder capital.  

Generally high profile bankruptcies such as this signal the boRom of the bear market in that 
sector/theme.  

As an example, let's take the example of Hanjin Shipping. Hanjin officially went bust at the 
end of August 2016 but in reality it was a process that started in April 2016.  
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So below I have taken two of the big dry bulk shippers, Golden Ocean and Star Bulk 
Carriers, and over-layed the Mmeframe when Hanjin was going through its bankruptcy. And 
that Mme frame more or less coincided with the boRom of the stock prices of those two 
stocks. 

Yes, you could accuse me of data mining to prove a point but in my experience, more ocen 
than not, if high profile bankruptcies/debt reorganisaMons don't mark the end of bear 
markets in that sector, they are very close to it! 

LiquidaMon in any sector is a beauMful thing and I'd encourage you to think about them 
accordingly. 

Now what have the other offshore oil drillers been doing? Largely unchanged, they all 
appear to be locked in a sideways trading range. Could I say a boRoming process? 

On the next page is the stock prices of Transocean, Atwood, Diamond Offshore, and Ensco.  

They are all rather ragged stock price movements but they are looking all very similar over 
the past 18 months. Furthermore, they are not making lower lows and have barely budged 
since Seadrill imploded over the last few days.  

I will risk poking my neck out and say that the offshore oil drilling sector has already hit rock 
boRom. 
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The other sector that is increasingly catching my aRenMon is wet shippers. The one in 
parMcular is Frontline. This isn't a Trade Alert (I sMll have a bit of work to do on this), but 
nonetheless, it certainly has caught my aRenMon. Note the trading range it has been locked 
in for some 5 years. 

Frontline doesn't seem to have any issue with debt and there is plenty of cash on hand and 
even acer the tough Mme the shippers have had, Frontline has sMll been able to generate a 
profit.  

From a shorter Mme frame one can gain an appreciaMon of just how Mght the trading range 
is. One very powerful buy signal will be generated if Frontline breaks above the 130 level. 
The only problem is that this is 100% move from current levels. Anyway let me do my 
homework on this over the next week so I have something more intelligent to come back to 
you with. 
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Onto other news... 

The gods must be crazy. Am I missing something here or have investors finally lost their 
marbles? Check out these market caps (in $USbn): Ford (44), GM (51), Nissan (40), Honda 
(52), BMW (54), Caterpillar (55). 

And Tesla (48)! So Tesla is bigger than Ford and more or less the same size as GM and a 
stone throw from overtaking Honda, BMW, and Cat. Something is telling me that this is 
absolute madness! No wonder Elon Musk is the talk of the town.  

Now, you don't need me to tell you that Tesla loses more money than an alcoholic at the bar 
and that there is scant chance they'd be around today if it weren't for the substanMal 
subsidies they receive from the Joe public… ahem… I mean, government. 

Now in terms of valuaMon Tesla sits on a P/Book of 10x, Microsoc sits on a P/Book of 7.39x 
and on an ROE of 23.50.  

All I can say is that Tesla beRer grow and grow really fast and be very profitable because the 
market is anMcipaMng Tesla to "take over the world". 

Furthermore, should Tesla shareholders begin to quesMon valuaMons and yank their dollars 
out, things could get preRy messy here. 

It is amazing how markets can remain irraMonal longer than one can remain sane.  

Speaking of insanity: the Aussie property bubble (or should I say the "bubble of cheap 
money") conMnues to inflate. Rarely do I use the word bubble but I did go through the TMT 
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bubble some 17 years ago and I am sure that the "cheap money bubble" rivals the TMT 
bubble: 

And the lucky country? Well, our barbecuing friends don't think so. In truth, they've had a 
wonderful run and they don't know how lucky they are… at least up unMl now, that is. How 
much longer does it go on? 

"A Deloi0e report earlier this year found Australian millennials are par;cularly pessimis;c 
about their prospects: Just 8 percent expected to be be0er off financially than their mum 
and dad, compared with a global figure of 26 percent; even worse, only 4 percent of 
Aussies reckoned they'd be happier than their parents, versus 23 percent interna;onally. 

Counterintui;vely, given Australia had its last recession in 1991, none of this genera;on of 
Australians have lived through a slump; indeed, the youngest adults in the workforce when 
it happened would be approaching their mid-for;es this year." 

Then there was this arMcle: 

Then not to be outdone is the Toronto property market: 
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And there is Hong Kong (and I am probably only scratching the surface):  

I am amazed at how long this "bubble" has gone on for. Perhaps I will be equally amazed at 
the length of Mme and the carnage that the deflaMng of this "bubble of cheap credit" causes.  

I am intrigued at how folks can say that bond markets are "oversold" (yields have gone up 
too much) when there is this bizarre behavior occurring which is a direct consequence of 
yields being low in the first place. 

Over the very short term I'm fully aware that the bond market is "oversold" but if you step 
back and look at in in context of the enMrety of the bull run then to suggest it's oversold is 
in my opinion disingenuous.  

Everyday I ask myself what are the consequences of "cheap money becoming just not 
cheap, let alone expensive". And then I debate the best way of posiMoning for this. The 
debate rages in my head and I am becoming more anxious as each month passes because 
the asymmetry in this "trade" accelerates. 

Sincerely, 

Chris MacIntosh 

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

The informa;on provided in this publica;on is private, privileged, and confiden;al informa;on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica;on and related 
materials. Forwarding, copying, dissemina;ng, or distribu;ng this report in whole or in part, including substan;al 
quota;on of any por;on of the publica;on or any release of specific investment recommenda;ons, is strictly 
prohibited. 

Par;cipa;on in such ac;vity is grounds for immediate termina;on of all subscrip;ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica;on without 
disclosure by any electronic means it deems necessary and may change those means without no;ce at any ;me. If you 
have received this publica;on 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 informa;on contained in such 
publica;ons is not intended to cons;tute individual investment advice and is not designed to meet your personal 
financial situa;on. The opinions expressed in such publica;ons are those of the publisher and are subject to change 
without no;ce. The informa;on in such publica;ons may become outdated and there is no obliga;on to update any 
such informa;on. You are advised to discuss with your financial advisers your investment op;ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en;;es in which it has an interest, employees, officers, family, and associates may from 
;me to ;me have posi;ons in the securi;es or commodi;es covered in publica;ons or the website. Corporate policies 
are in effect that a0empt to avoid poten;al conflicts of interest and resolve conflicts of interest should they arise, in a 
;mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip;on at any ;me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip;on payment previously received rela;ng to the remaining subscrip;on 
period. Cancella;on of a subscrip;on may result from any unauthorized use or reproduc;on or rebroadcast of any 
Capitalist Exploits paid publica;on/s, any infringement or misappropria;on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre;on 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 ;me to ;me 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 
recommenda;ons, 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 transac;ng any business with any firm, for any product or 
service. 
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