
 

INSIDER WEEKLY ROUNDUP (8 MAY 2017) 

Welcome to this week's Weekly Insider. It's a tough decision to make - choosing from the 
many many beau;ful sunset photos sent in. Thank you to everyone who sent in. 

I chose this one from Michael in Idaho which is pre@y spectacular. It was taken while driving 
near Snowville. 

Moving swiBly along, this week I want to take ;me out to talk about a well known index 
with a virtually unknown op;ons market - the Euro Stoxx 50, which includes top 50 stocks 
in the eurozone.  

It's stunning to me that most investors know about the index and yet few (as in about 0.5%) 
are aware that you can get 9-year calls on this index. In fact, few are aware of the op;on 



market in Europe where you can go out some 5 years on equi;es and equity indices and 9 
years on the Euro Stoxx. 

As a subscriber to the Capitalist Exploits INSIDER, we want to educate you on various ways 
to express views that not even many hedge fund managers are aware of. 

We want readers to come away from each publica;on going "wow, I never thought of looking 
at it from that perspec8ve" or "why did no one ever tell me I could trade it in that way?" 

We contend that having an edge over the majority is more to do with the way one applies a 
view rather than the view itself. Views on a market or stock are a "dime a dozen" as 
everyone has their views of the future. But how oBen do you hear of folk talking about 
ways of applying that view, par;cularly ways that are likely to give you an edge? 

So just a by the by introduc;on of the Euro Stoxx 50, for those who don't know, it is 
essen;ally the "Dow" of the eurozone (countries with the euro as their currency).  

Below are the top 10 components of the index: 

Take your ;me to look at these because each of these stocks are as global as the top 10 
stocks in the Dow. This is why over ;me the Euro Stoxx and Dow typically move in lockstep, 
and that is certainly what's happened in the past. 
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https://www.stoxx.com/document/Bookmarks/CurrentFactsheets/SX5GT.pdf


Take a look at this: 

I indexed the Euro Stoxx 50 and Dow to 100 in 1986 and then converted the Euro Stoxx 50 
to USDs (so we compare the behavior of both indices in like-for-like currencies). So as of the 
start of 2010, both equalled each other. 

Sure, you do get variances from ;me to ;me but these differen;als/gaps eventually close. 

But that was only up to 2010.  

If we add the last 7 years worth of performance then we get this truly massive differen;al: 

�3

Capitalist Exploits Insider Weekly Roundup 8 May 2017



So going back 10 years, indexing both indices to 100 and in USD terms, the Dow is up some 
57% whereas the Euro Stoxx is down some 33%. 

I'm bebng that this gap will eventually close (but more on that later). 

Now, onto the ultra long-term opRons. You can get op;ons going out about 9 years. But 
these aren't very liquid (as in you won't see bids or offers) but there is decent liquidity going 
out about 5 years. Sadly, these aren't available to American ci;zens for some bizarre, insane, 
world-gone-mad, reason.  

I know - it is absolute bullshit and I can only sympathize. There was a ;me when holding an 
American passport was one of the world's most prized possessions.  

Let's go back to the day of Brexit. The Euro Stoxx got down to 2700, you could have bought 
the December 2025 2,700 call for about 500. Now it is at 900. 

On the day of Brexit (a day I won't forget that in a hurry), the index got down to 2700. 
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Now, this is the magic about these op;ons: the mul;plier is 10.  

So if you were to have bought this at 500, it would have cost you 5,000€. Your breakeven 
would be at 2700 + 500 = 3,200. Given this is so far in the money, effecRvely for 5,000€ 
you are now long 36,580€ worth of the the Euro Stoxx 50 (index level 3,6580 x 10). This is 
gearing of about 7:1 - and this gearing will climb in an asymmetric (non-linear) fashion as 
the market rises.  

This was a December 2025 expiry op;on so you s;ll have about 7.5 years up your sleeve 
before this op;on expires. 

OK, this assumes that you were a genius and bought at the absolute right ;me. So what if 
you bought a December 2024 ATM call (3,600 strike) on 21 June 2015 - just before all the 
crap went down over Greece, deba;ng whether or not it would stay in the eurozone or sell 
Ios to Merkel. At the ;me the Euro Stoxx was trading at 3600. 
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The op;on could have been purchased for about 680 but now it is worth 580 so you are 
down 15%. But mid-last year it was down to 230 and you would have been down 66%. 

Now, being down 66% is no fun, but consider that mid-last year would have seen you s;ll 
with 7.5 years before expiry.  

Here's a ques;on to ask yourself: would you have had the stomach to wear that loss?  

If you'd refused to look at your account, then you would be none the wiser that your op;on 
was down that much. 

It is all very well looking at how well things would have gone if you ;med it right (more like 
got lucky), but the truth is that most of the ;me you don't get so lucky. 

I love the one liner from Yogi Berra:  

"It ain't over un8l it's over." 

This one liner is so fibng for these ultra long-term op;ons in Europe.With 9 years up your 
sleeve they are incredibly forgiving of cocking up your ;ming.  

And if these op;ons "encourage" you into holding for 9 years (or at least 5+), then if forces 
you into a ;meframe that no one else would dare consider and one which offers you a huge 
compe;;ve advantage in itself. I say "encourage" because of the lack of liquidity.  

How to execute these op;ons? I find the best plaoorm is Interac;ve Brokers where the 
code is "ESTX50".  

As always, fortune favours those who posi;on themselves to get lucky. 

Lastly, and I men;oned this in this month's webcast: the risk lies not in the equity markets 
but in the bond markets.  
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Everyone is focused on the equity markets but we believe that's a mistake. 

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 informa8on provided in this publica8on is private, privileged, and confiden8al informa8on, licensed for your sole 
individual use as a subscriber. Capitalist Exploits reserves all rights to the content of this publica8on and related 
materials. Forwarding, copying, dissemina8ng, or distribu8ng this report in whole or in part, including substan8al 
quota8on of any por8on of the publica8on or any release of specific investment recommenda8ons, is strictly 
prohibited. 

Par8cipa8on in such ac8vity is grounds for immediate termina8on of all subscrip8ons of registered subscribers deemed 
to be involved at Capitalist Exploits. Capitalist Exploits reserves the right to monitor the use of this publica8on without 
disclosure by any electronic means it deems necessary and may change those means without no8ce at any 8me. If you 
have received this publica8on 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 informa8on contained in such 
publica8ons is not intended to cons8tute individual investment advice and is not designed to meet your personal 
financial situa8on. The opinions expressed in such publica8ons are those of the publisher and are subject to change 
without no8ce. The informa8on in such publica8ons may become outdated and there is no obliga8on to update any 
such informa8on. You are advised to discuss with your financial advisers your investment op8ons and whether any 
investment is suitable for your specific needs prior to making any investments. 

Capitalist Exploits and other en88es in which it has an interest, employees, officers, family, and associates may from 
8me to 8me have posi8ons in the securi8es or commodi8es covered in publica8ons or the website. Corporate policies 
are in effect that aTempt to avoid poten8al conflicts of interest and resolve conflicts of interest should they arise, in a 
8mely fashion. 

Capitalist Exploits reserves the right to cancel any subscrip8on at any 8me, and if it does so it will promptly refund to 
the subscriber the amount of the subscrip8on payment previously received rela8ng to the remaining subscrip8on 
period. Cancella8on of a subscrip8on may result from any unauthorized use or reproduc8on or rebroadcast of any 
Capitalist Exploits paid publica8on/s, any infringement or misappropria8on of Capitalist Exploits proprietary rights, or 
any other reason determined in the sole discre8on 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 8me to 8me 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 
recommenda8ons, 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 transac8ng any business with any firm, for any product or 
service. 

© Copyright 2017 by Capitalist Exploits
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