
Chart of the week

Ukraine war could mean bigger inflation shock, smaller rates
shock, bigger recession shock. Fed/ECB are trapped between
deflation on Wall Street & inflation on Main Street. During Yom
Kippur War/oil shock of ‘73, only commodities outperformed
inflation while S&P 500 dropped -40% peak-to-trough.

STAGFLATION WINNERS & LOSERS
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It was another volatile week with US stocks ending lower as
investors continued to weigh developments in the Russia-
Ukraine war. Tech, financials, consumer discretionary, and
communication services sectors dragged the S&P 500 lower.
The energy sector performed best, as oil prices soared as nearly
USD 120 per barrel on Thursday before news of a possible Iran
nuclear deal caused them to retreat a bit. The VIX index
reached its highest point in over a year. The ruble plunged on
international currency markets despite the Russian Central
Bank’s move to raise the policy rate from 9.5% to 20%. The
ruble continued to move lower throughout most of the week,
pushing its value under USD 0.01, a record low. The risk-off
environment due to the Ukraine crisis and Powell’s comments
pushed the yield on the benchmark 10-year U.S. Treasury note
to its lowest intraday level in two months. Credit spreads
widened. Shares in Europe fell sharply, as investors weighed the
possible implications of Russia’s ongoing invasion of Ukraine.
The pan-European STOXX Europe 600 Index lost 7% over the
week. Chinese markets retreated as the war in Ukraine and
disappointing economic data dampened risk appetite. On the
monetary policy front, Fed Chair Powell also said that he was
inclined to stick with a 25 basis points increase in the Fed funds
rate in March, dispelling fears of a 50-basis-point increase. ECB
officials signal cautious stance while eurozone inflation hits
record level. Dollar soared while eur/chf came closer to parity.

Stocks & credit get crushed as commodities soar
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This is the most fearful the market has been since the cratering
lows of the March/April 2020 collapse...
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Source: Bloomberg, HolgerZ

Stoxx Europe 600 fell to 52 week low, a sharp contrast with US
peers, which have a more limited exposure to Russia & Ukraine.
This is a major shift from expectations at beginning of the year
when strategists said that European stocks would outperform
the US in 2022.

#european #equities 
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Source: BofA
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Source: Bloomberg, HolgerZ

Germany's DAX plunged 10.1% this week, most since March
2020. VW crashed 22% on parts shortage due to Ukraine war
and after car comp decided to halt production at its Russian
production sites in Kaluga and Nizhny Novgorod and stop
vehicle exports to Russia with immediate effect..

#german #equities
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Source: Bloomberg

Russian stocks in London have seen 98% of their value wiped
out in two weeks.

#russian #equities
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Source: Charlie Bilello

Russia's largest companies over the last month:
Polyus (gold mining): -74%
Tatneft (oil & gas): -75%
Gazprom (oil & gas): -87%
Norilsk Nickel (nickel & palladiummining): -90%
Lukoil (oil & gas): -93%
Sberbank (banking): -96%.

#russian #equities
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Source: TME

MSCI says removing Russia from indexes would be a "natural
next step“. More than $920bn is in EM ETFs alone. Russia has a
weighting of 2.7% in EM ETFs and 3.24% in MSCI's emerging
market benchmark and a weighting of around 30 bps in the
index provider's global benchmark.

#russian #equities #etf 
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Source: Bloomberg, Eric Balchunas

The $FRDM / $EEM Ratio (which basically isolates the 'freedom
factor' in EM) is surging, keeps getting stronger each year..

#emerging-markets #equities
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Source: Bloomberg

While US financials were ugly, European financials were even
worse.

#eu #us #financials
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Source: Bloomberg

Bubble markets continued to blow up - with SPACs, ARKK, and
Unprofitable Tech just getting destroyed...

#bubble #markets
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Source: Charlie Bilello

The Boom (2020) and Bust (2021/22) in high growth stocks...

#us #tech #stocks
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Source: Bespoke

As commodity prices have soared in recent weeks, aluminum-
maker Alcoa (AA) is now up a remarkable 1,460% since its
COVID Crash low in March 2020..

#alcoa
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Source: BofA, www.zerohedge.com

HNWIs, INSTITUTIONAL AND HEDGE FUNDS ARE BUYING THE
DIP. Despite Ukraine-Russia war and equity markets correction,
Ultra Wealthy Investors Plow Into Stocks In Record Numbers.
According to Bank of America, during the current 10%
correction which started in early January and continues to this
date, ultra high net worth, or "private" clients, have allocated
the most "dip buying" capital on record. Last week was no
different: indeed, BofA bank's clients returned to buying US
equities ($4.6B) after selling the prior week. All three major
client groups - institutional clients, hedge funds, private clients -
were buyers, led by institutional clients after the group sold
equities the prior week.

#us #equities #buy-the-dip
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Source: Bloomberg, Liz Ann Sonders

HEDGE FUNDS ARE BULLISH! Despite the war and upcoming
rate hike cycle, hedge funds have ramped up their exposure to
equities as positioning in S&P 500 futures has risen to HIGHEST
NET LONG SINCE OCTOBER 2018.

#us #equities #hedge-funds #positioning
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Source: Goldman Sachs, TME

US Buybacks off to a massive 2022. Buyback authorizations are
at ATHs (through February).

#us #equities #buybacks
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Source: WisdowmTree, Jeff Weniger

Dividing various markets profitability (RoE) by their valuation
(forward P/E) makes #brazil appealing: high #profitability with
super low P/E. Brazil benefits from #commodities bull market
and the #inflation pick-up..

#brazil #equities #valuation
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Source: Bloomberg

Russian bonds became "worthless" collateral...

#russian #bonds
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Source: Bloomberg

The yield curve collapsed this week.

#us #yield-curve
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Stresses are starting to show in the financial system with
FRA/OIS spreads blowing out to the widest levels since May
2020. The FRA-OIS spread provides a snapshot of how the
market is viewing credit conditions because of the fact that
traders are betting on where Libor-OIS - its underlying spread -
will be. As a reminder, there are typically 3 reasons why it
would blow out:
1) the risk premium for uncertainty of US monetary policy,
2) recently elevated credit spreads (CDS) of banks, and
3) demand for funds in preparation for market stress.

Source: Bloomberg
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Source: Bloomberg

THE GAP BETWEEN GERMAN AND US 2-YEAR YIELDS IS AT THE
WIDEST SINCE EARLY 2020.

#us #euro #bond #yields
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Source: Bloomberg

European sovereign yields collapsed this week as safe-haven
flows hit - erasing the hawkish ECB spike...

#euro #bond #yields
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Source: BofA

U.S. investment-grade funds saw the biggest outflow in the past
week since March 2020, reporting $5.4 billion of withdrawals.

#us #invesment-grade #flows
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Source: Bloomberg

Credit markets are starting to crack hard with HY spreads at
their widest since Nov 2020...

#high-yields #spreads
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Source: Bloomberg

Global financial credit risk is starting to blow out too, with
Credit Suisse getting hit the hardest...

#financials #credit #spreads
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Source: Bloomberg

Investors are starting to hedge against Taiwan risk. On the left,
the skew on the iShares MSCI Taiwan ETF is surging. On the
right, TWD is the most bearish since May 2020.

#taiwan #risk
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Source: Bloomberg

Commodity prices saw the biggest one-day gain in 13 years on
Tuesday.

#commodities
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Source: BofA

This one is a no brainer: we have seen the strongest start to any
year since 1915 for commodity prices.

#commodities
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Source: BofA

Regime Change: BofA summarizes the present "militant"
situation as follows: War on COVID, War on Inequality, War in
Ukraine, which leads to a secular regime change from
globalization to inflationary isolationism (human, social,
regional)...

#stagflation
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Source: Bloomberg, Eric Balchunas

HAVE YOU EVER SEEN SOMETHING LIKE THIS? Below are the
charts of the Teucrium Wheat ($WEAT) ETF price (upper chart)
and turnover/traded value (lower chart). Russia is the world's
number-one wheat exporter. Ukraine is among the top five
wheat exporters worldwide.

#wheat
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Source: Bloomberg

Europe Natural Gas Futures rise to a record €198/MWh as the
market continues to focus on sanctions on #Russia in response
to its invasion of Ukraine. In the meantime, German power
price for next day jumps another 28% to €395/MWh. As a
remainder, Energy price variation accounted for more than 50%
of last year jump in #eurozone #cpi last year.

#natural-gas #europe
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Source: Bloomberg

EU NatGas is trading at an equivalent $370 barrel of oil...

#natural-gas #europe
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Source: Trading view

Remember this? From minus $40 to $115 a barrel in less than 2
years...

#oil 
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Source: Bloomberg, www.zerohedge.com

RUSSIAN OIL TRADING AT STEEP DISCOUNT. The importance of
Russia’s energy industry - exporter of about 7.5% of the world’s
oil - to the global economy led Western governments to carve
oil and gas out of their sanctions. However, traditional Russian
oil buyers are already acting as if sanctions are also applied to
Russian oil. Indeed, oil refiners are being reluctant at buying
Russian oil as banks are refusing to finance shipments of
Russian commodities. On Friday, traders offered Urals Brent at a
record discount of $28.50.

#oil #brent #urals
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Source: BofA

The oil price in Russian rubles has doubled in the past 12
months.

#oil #ruble
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Source: Bloomberg

Gold gained over the week and now trades at the strongest
level since September 2020.

#gold
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Source: Crescat Capital

Is Silver the most attractive metal on earth?

#silver
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Source: Charlie Bilello

The Russian Ruble has lost 78% of its value against the US Dollar
since its peak in 2008.

#ruble
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Source: Bloomberg, HolgerZ

Since 1993, the ruble hast lost more than 99% against US
dollar...The Russian ruble has a long history of crisis. The
Russian currency lost much of its value in early 1990s after end
of Soviet Union. Further drop took place in 1998 crisis & and in
2014. The ruble is down another 30% year-to-date..

#ruble
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Dollar liquidity is becoming a problem.

Source: Bloomberg
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The dollar surged this week, breaking out of the recent range to
a key level from pre-COVID-lockdown panic...

Source: Bloomberg
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Euro drops <$1.10 for 1st time since 2020 as global investors
flee Europe.

#eurusd #forex
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EUR / CHF IS CLOSE TO PARITY AS EURO FALLS MORE THAN 3%
VS SWISS FRANC THIS WEEK SET FOR BIGGEST WEEKLY DROP
SINCE JANUARY 2015.

#eurchf #forex
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Source: Jeff Weniger

Looking at Real Effective Exchange Rates (REER), the Japanese
#yen is remarkably cheap. This gives #japan a big trade
advantage versus competitors (and hardly anyone is talking
about this). If you're at 100 on this chart, your currency is fairly
valued.
Expensive: USD & GBP (both > 100)
Cheap: EUR & JPY (both < 100)
That's the lowest reading on the yen since the data series
started in '93..

#forex #fair-valuation
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Source: FT

Invasion of Ukraine is expected to hit Russian economy harder
than Eurozone, UK, US, and rest of world; but deterioration in
GDP still expected everywhere nonetheless.

#global #growth #ukraine-russia-crisis
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Source: Pictet Asset Management, Bianco Research

Not every recession was led by a 50% rise in #oil but every 50%
rise in crude has led to a recession....

#recession #risk #oil
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Source: Bloomberg

US payroll growth tops forecast w/678k jobs added vs 423k
expected. UR at 3.8% vs 3.9% expected. BUT AHE misses at
5.1%YoY vs 5.8% forecast.

#macro #us #jobs 
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Source: Charlie Bilello

There are now 4.7 million more job openings than unemployed
people in America. That's a new record.

#macro #us #jobs 

Page 52

#macro



#GLOBALMARKETS WEEKLY WRAP-UP
Hand-curated selection of the best charts & news flow 5 March 2022

Source: Charlie Bilello

US Unemployment Rate moves down to 3.8%, the lowest level
since the start of the pandemic. The historical average since
1948 is 5.8%.

#macro #us #jobs 
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Source: Bloomberg

G7 inflation is already on the rise. Russia invasion of Ukraine
could trigger a new inflation shock.

#g7 #inflation
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Source: Charlie Bilello, YCharts

US 5-year breakeven rate of 3.23% is the highest reading ever
(since 2003).

#us #inflation #expectations
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Source: Bloomberg, HolgerZ

Eurozone inflation hits yet another All-Time-High as it
unexpectedly accelerates to 5.8% YoY in Feb, up from 5.1% in
January and more than the 5.6% median economist estimate in
a Bloomberg survey. The spike in energy prices is not going to
help as more than 50% of EU inflation is coming from energy.
Central banks are in a corner..

#eurozone #inflation
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Source: Gavekal

Since the invasion of Ukraine, German natural gas prices have
doubled to €166/MWh, equivalent to an oil price of
US$307/bbl. With flows of Russian gas to Europe already down
45% from late 2019 before the war, there are fears of a sudden
stop in the flow of Russian gas

#eu #inflation #natgas
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#global #centralbanks
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Global Central Bank Update: Canada hikes rates for the first
time since 2018, 25 bps increase to 0.50%.

#centralbanks



#GLOBALMARKETS WEEKLY WRAP-UP
Hand-curated selection of the best charts & news flow 5 March 2022

Source: JP Morgan

On the back of the Russia/Ukraine war, markets have been
pricing less cumulative hiking by G4 central banks over the past
several days. For#ecbE, interest rate expectations were lowered
the most although the inflation hast hit fresh all-time-high at
5.8%.

#g4 #rate-hikes
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Source: FRED, Golden Coast Consultants

Jerome Powell told Congress on Thursday that if he needed to
be Paul Volker to fight inflation that no doubt in his mind he will
go Volker on Bidenflation

#fed #bidenflation
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Source: Bloomberg

While Powell jawboned expectations for a 50bps hike in March
down to 25bps, the market is still expecting 6 rate-hikes this
year... (and QT).

#fed #bidenflation
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Source: Liz Ann Sonders, Bloomberg

MIND THE GAP.... Russia (orange) doesn’t come close to China
(blue) or Japan (white) in terms of holdings of U.S. Treasury
securities. Will they start to offload?

#centralbanks #reserves
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Source: Degussa

#ecb
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Source: Bloomberg

Cryptos had a roller-coaster week with Bitcoin managing to
cling to some of the post-Putin gains (but fell back below $40k).

#cryptocurrencies
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Source: Citi Research

While the potential for capital flight is high, Russian volumes
have been relatively small in absolute terms so far (around 210
bitcoin per day on average), suggesting that THE PRICE ACTION
IS MORE DUE TO INVESTORS POSITIONING FOR AN INCREASE IN
BITCOIN BUYING RATHER THAN RUSSIAN DEMAND ITSELF. This
is important as in case of these expectations not being followed
by true buying, the correlation between bitcoin and tech stocks
might reassert itself.

#bitcoin #russia 
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Source: Binance

AMC already allows bitcoin and ether, among other
cryptocurrencies, to be used for payments. AMC Theatres
customers next month will be able to pay with memecoins
Dogecoin (DOGE) and Shiba Inu (SHIB) using crypto payments
provider BitPay. “BitPay will be live for AMC online payments on
our website by March 19, and live on our mobile apps by April
16, possibly a few days earlier,” tweeted AMC CEO Adam Aron a
short time ago.

#cryptocurrencies #adoption
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Source: www.cointelegraph.com

The city of Lugano is adopting cryptocurrencies for tax
payments as part of a new collaboration with the provider of
the Tether (USDT) stablecoin.

#cryptocurrencies #adoption
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Source: www.financemagnates.com

#cryptocurrencies #adoption
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Source: Joaquim Matinero Tor

Decentralised Finance (DeFi) - Overview

#defi
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Source: Statista

#russia 
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Source: Bloomberg

#russia #swiss #sanctions
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Source: sec.gov

SEC proposes new rule requiring short-sellers to disclose their
positions monthly. Proposed Rule 13f-2 would make aggregate
data about large short positions available to the public for
individual equity securities. It further would make daily short
sale activity data available to the public, also on an aggregated
basis.

#sec #regulation
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Source: Eric Balchunas

It looks like the “Night” ETF’s are coming…
New filing for some “Night” ETFs which only hold stocks
overnight. Buy at close. Sell at open..

#etf
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Source: Statista

1919 Starlink satellites are currently orbiting the Earth,
according to the site Spacexstats which uses SpaceX API data.
This means that SpaceX has increased the number of its
internet satellites by over 185% in the past 18 months.

#spacex #elonmusk
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Source: The Visual Capitalist

WORLDWIDE MILITARY SPENDING (in 2020).

#military-spending
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