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The US Dollar index at a 20-year high
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The US Dollar Index ($DXY) is at its highest level in 20 years
(since June 2002), up 54% from its low in 2008. Will dollar
margin calls sweep emerging markets? And will the “Fed Pivot”
come from a “rest of the world financial crisis” instead of
“domestic inflation target being hit”?

Source: Charlie Bilello



U.S. equities fell on Friday after a solid August jobs report failed
to ease fears that the Fed would keep aggressively hiking
interest rates to fight inflation. All of the major US equity
averages were lower to end the week, making it their third
negative week in a row. The Nasdaq Composite is down 6 days in
a row - something it hasn't done since early August 2019. Value
stocks continued to outperform high-valuation growth stocks,
and large-caps held up significantly better than small-caps.
Energy shares suffered as oil prices declined below $90 per
barrel for WTI crude. Much awaited Friday’s August US jobs
report showed that the economy added 315,000 jobs last month
while the unemployment rate rose to 3.7% from 3.5% in July as
the labor force participation rate increased. Earlier in the week,
the JOLTS Survey for July indicated that job postings
unexpectedly increased, reaching nearly two per unemployed
worker. The evidence of continued tightness in the labor market
helped push the U.S. Treasury yields higher, with the two-year
Treasury yield reaching levels not seen since late 2007. Shares in
Europe fell sharply on fears that central banks could tighten
monetary policy aggressively for an extended period. Worries
that Russia might stop natural gas supplies to Europe also
weighed on sentiment. After the market closed on Friday,
Gazprom announced that a technical fault would extend the
pipeline’s closure. The dollar hit a 20-year high.

EU energy woes and hawkish Fed weigh on stocks
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FINANCIAL MARKETS PERFORMANCE IN AUGUST ILLUSTRATED
IN ONE CHART: last month was the broadest cross-assets
(stocks, treasuries, investment grade, high yield, commodities)
drop since ‘81, i.e nowhere to hide...

Source: Bloomberg
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The correlation between stocks and bonds over the last 2 years
is the highest we've seen since 1995-1997.

Source: Charlie Bilello
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Worst year on record for a 60-40 (US equities – US bonds)
portfolio.

Source: Bespoke
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August Country equity ETFs declines all around the World in
one table by bespoke.

Source: Bespoke
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ZERO. This is the 22-year (price) return of the MSCI EAFE
(Europe, Australasia, and the Far East) index... (so basically
developed #equities ex-US & Canada).

Source: Jeff Weniger
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The S&P 500 is down 17.7% in the first 169 trading days of
2022, the 4th worst start to a year in history.

Source: Charlie Bilello
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The most expensive part of the S&P 500 is at the top.

Source: Willie Delwiche
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With 99% of companies reported, S&P 500 GAAP earnings are
down 12% year-over-year, the largest YoY decline we've seen
since Q2 2020.

Source: Charlie Biléllo
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After hitting a record high in Q2 2021 of 13.5%, S&P 500 profit
margins have moved down to 10.9% in Q2 2022 as sales growth
has slowed and companies are having a more difficult time
passing on rising costs to their customers...

Source: Charlie Bilello
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All S&P Sectors ended the week in the red with Tech and
Materials the worst performers. Energy stocks were the most
volatile...

Source: Bloomberg
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Oil equities are significantly dislocated from the oil price, from a
multi-decade perspective. Even if WTI oil were to go down to
$80 and stay there, there would be room for a significant "catch
up" in share prices.

Source: Josh Young
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Tuesday after Labor Day leans bearish last 21 years. DJIA, S&P
500 and Russell 2000 down five years in a row.

Source: stocktradersalmanac
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Historically speaking, the weakest time of the year for the S&P
500 has been from September 6 to October 25..

Source: NDR
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Market performance after midterm elections tends to be
positive by close to 15% on average.

Source: Edward Jones
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Treasuries were very mixed on the week after yields puked on
the jobs data, leaving the 2Y yield unchanged but the long-end
up 15bps...

Source: Bloomberg, www.zerohedge.com

3 SEPTEMBER 2022

#markets

http://www.zerohedge.com/


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

#global #bonds

Page 19

Global Bonds tumble into their first Bear Market in a
generation. Bloomberg Global Bonds Index drops 20% from its
Jan2021 peak. European bonds have been hit hardest w/almost
-40% year-to-date as Russia’s invasion of Ukraine sends gas
prices soaring.

Source: Bloomberg
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This is the longest US bond market drawdown in history (25
months and counting) and the largest (-12.3%) since 1980
(note: using monthly total return data).

Source: Charlie Bilello
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US Treasury Yields since 1999...

Source: Charlie Bilello
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As highlighted by Christophe Barraud, a Bloomberg #liquidity
index that measures deviations of bond yields from their fair
value climbed to the highest level since March 2020 this week.
Such “noise” in the US bond market suggests a general lack of
arbitrage capital and tightening of liquidity in the overall market

Source: Bloomberg
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The 15-year mortgage rate in the US rises to 4.98%, its highest
level since 2009. A year ago it hit an all-time low of 2.10%.

Source: Charlie Bilello

3 SEPTEMBER 2022

#markets



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

#british-pound #dollar

Page 24

Sterling in August suffered its sharpest monthly fall against the
dollar since the aftermath of Brexit, as political uncertainty and
a historic cost-of-living crisis weigh heavily on the British
currency. Sterling dropped 4.5% against the greenback last
month and continued to slide on Thursday. The pound also fell
nearly 3% against the euro last month. Meanwhile, a new prime
minister will be named next week following a ballot among
Conservative Party members, causing uncertainty over the
outlook for fiscal policy. The energy crisis arising from Russia’s
war in Ukraine is now widely expected to push the U.K.
economy into recession.

Source: Mac10
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There was a time when it took 25 Swiss francs to buy one
British pound
140 years of history:
√ British prices have been multiplied by 50 (ann. inflation: 2.9%)
√ Swiss prices by 10 (inflation: 1.6%)
=> PPP points to a 16% depreciation of the pound for a 10%
inflation gap

Source: Patrick Zweifel (Pictet Asset Management)
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Japanese Yen’s drawdown worst ever seen since Asian Financial
Crisis. With the #yen breaking a key psychological level of 140
against the dollar overnight, the currency is edging closer to the
146 level where it intervened with the US in 1998

Source: Bloomberg
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As the USD soars, Asia currencies (ADXY) are now at COVID low
and GFC low.

Source: BofA
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Zinc headed for its biggest weekly loss in over a decade on
concern Chinese demand will be hamstrung by new virus
restrictions.

Source: www.zerohedge.com, Bloomberg
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Source: Charlie Bilello

#macro
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Source: Macrobond

#macro
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Only 30% of US inflation and 15% of inflation in Europe are
demand driven.

Source: Allianz

#macro
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Inflation and war are stoking civil unrest across the Globe,
research shows - Bloomberg

Source: C.Barraud

#macro
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Source: Alpine Macro

#macro
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Gas prices in the US move down to $3.81/gallon (national
average), down $1.21 (-24%) from their all-time high in mid-
June and at their lowest levels in 6 months.

Source: Charlie Bilello

#macro
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Looks like commodity crisis is fading for manufacturers …
number of commodities reported as being in short supply and
up in price has collapsed per August ISM Manufacturing report.

Source: Liz Ann Sonders

#macro
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Consumer prices in the #eurozone surged 9.1% YoY in August
outpacing est. of 9%. Core #inflation jumped 4.3%, a fresh all
time high as well. The #ECB is obviously under intense
pressure..

Source: xxx

#macro
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Eurozone Producer Price Index continues to climb.

Source: Wall Street Silver, www.investing.com

#macro
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GERMANY'S COMMODITIES LEVERAGE: $2 TRILLION OF VALUE
ADDED DEOENDS ON $20 BILLION OF GAS FROM RUSSIA
"Minsky moments are triggered by excessive financial leverage,
and in the context of supply chains, leverage means excessive
operating leverage: in Germany, $2 trillion of value added
depends on $20 billion of gas from Russia...that’s 100-times
leverage – much more than Lehman’s."

Source: Crédit Suisse

#macro
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THE IMPLICATIONS OF THE EU ENERGY CRISIS ON METALS
OUTPUT. According to Morgan Stanley, the energy crisis in
Europe is having first and second order implications for metals
output. The impact has been most significant on electricity-
intensive industries such as zinc and aluminum where
curtailments have risen to 22-25% of normalised output with
potential for more cuts into the winter months as hedges roll
off (and assuming electricity prices remain elevated). Carbon
steel has not been spared from this dynamic. Meanwhile,
stainless steel is faring better on relatively lower energy
intensity and import protectionism.

Source: TME

#macro
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German electricity and gas prices keep crashing. Natural gas is
now €218/MWh, down 38% from all-time-high while 1-year
Power Price now is at €508/MWh, down 52% from all-time
high...

Source: HolgerZ, Bloomberg

#macro
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Gazprom announced on Friday afternoon that it had
"completely halted" transport of gas to Nord Stream until a
previously undetected oil leakage is rectified. That could takes
hours, days... or months. That means that Europe will now be
forced to rely even more on the much more expensive LNG
resold by China. And after tumbling by more than 50% in the
past few days, European gas prices might move up again on
Monday.

Source: www.zerohedge.com, Bloomberg

#macro
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A sevenfold increase in European power prices is an exogenous
shock – one which is reminiscent of the 1973-4 oil crisis. The
lesson is that although manufacturing can take time to slow
down, when it does, the downturn in demand can be quite
profound.

Source: The Market Ear, Morgan Stanley

#eu #energy-crisis

#macro
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UNBELIEVABLE... GOLDMAN SEES UK INFLATION AT 22% IN
JANUARY 2023 if natural gas prices remain elevated in the
coming months... last week, Citi was forecasting 18.6% ()which
was already a shock)...To put things into perspectives, The Bank
of England is currently forecasting a peak of 13.3%... If
Goldman's view materializes, this could lead to a 3.4% decline
in GDP.

Source: The Guardian

#macro
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Nearly 70% of food banks say they may need to turn people
away or shrink the size of emergency food available.

Source: Wall Street Silver

#macro
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More than half the world’s manufacturing PMIs are contracting
now (<50). All indicators point to that % increasing into mid-23.

Source: Michael Kantro

#macro
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Eurozone growth outlook: consensus has shifted from "there
won't be recession" to "recession will be shallow." Next up is:
"we're headed for a deep recession."

Source: Robin Brooks

#macro
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A tight job market is among the reasons for inflation being way
above Fed target. Today's job openings numbers show that
there is still a lot of work to do to cool down the US job market.
Indeed, while job openings increase, the number of
unemployed workers continued to decline, and in July it shrank
to 5.670, the lowest since before the Covid pandemic. It means
that there are now an almost record 5.569 more job openings
than unemployed workers...or roughly 2 openings for every
unemployed person..

Source: www.zerohedge.com, Michel Arouet

#macro
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Another month of solid job gains for the #us #jobmarket: the
economy added 315k jobs in August, while unemployment rate
ticked up to 3.7% from 3.5% as more workers entered labor
force. Labor participation rate rose to 62.4% from 62.1%. Wage
growth came a bit cooler than estimates at +5.2% YoY. Should
be bullish for stocks (and bonds to a lesser extent).

Source: Bloomberg

#macro
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After hitting a 53-year low in July (3.5%), the US Unemployment
Rate moved up 0.2% to 3.7% in August, its largest move higher
since April 2020.

Source: Charlie Bilello

#macro
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After hitting a 53-year low in July (3.5%), the US Unemployment
Rate moved up 0.2% to 3.7% in August, its largest move higher
since April 2020.

Source: Bloomberg

#macro
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Worst China Property Earnings Since 2008 Signal More Stock
Angst – Bloomberg

Source: C.Barraud

#macro
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Contracted sales for the 19 developers BI covers slumped an
average 46% in January through August, as many struggled to
find financing and homebuyers affected by uncompleted
projects boycotted mortgage payments - Bloomberg

Source: C.Barraud

#macro
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The odds of a 75bps hike this month dropped from 75% to 55%
after Putin announced that the amount of Russian gas that he
will allow to flow to Europe through Nord Stream 1 will be
ZERO (officially due to an oil leak which keeps the crucial
pipeline closed).
.

#centralbanks

Source: www.zerohedge.com, Bloomberg
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Current market expectations for Fed Funds Rate (most likely
event):
-September: 75 bps hike to 3.00-3.25%
-November: 50 bps hike to 3.50%-3.75%
-December: 25 bps hike to 3.75%-4.00%
Pause
-May 2023: 25 bps hike to 4.00%-4.25%
No more hikes
-Rate cuts start in back half of 2023, continue in 2024...

#centralbanks

Source: Charlie Bilello
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As a reminder, the Fed is 2x the pace of QT (quantitative
tightening) to a $95bn cap per month starting Thursday 1st of
September.

#centralbanks

Source: hkuppy
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"During the previous 8 bear markets, the Fed responded with
easy money (rate cuts, QE, etc.). This year they’re doing the
opposite, hiking rates & expected to continue hiking for the rest
of the year [+ 2x the pace of #qt]. Last time we saw a hawkish
Fed during a bear market? Early 1980s under Volcker"

#centralbanks

Source: Charlie Bilello
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Traders price an almost 100% chance of a 75bp ECB hike by
September followed by another 50bp hike in October.

#centralbanks

Source: Bloomberg
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#centralbanks

Source: Bloomberg, Laurence McDonald

3 SEPTEMBER 2022

Easier to say afterwards but inflation assumptions by ECB staff 
were indeed wrong. Germany inflation just came out at 7.9% 
y/y, accelerating from 7.5% y/y in July... The ECB remains well
behind the curve. "Pain is coming" applies to Eurozone as well.
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The weak Euro and high dispersion of inflation levels among the
19-member Euro-area make policy decisions that much
tougher.

#centralbanks

Source: Bloomberg
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A 180 degrees shift of strategy by the #snb. The Swiss National
Bank assets decreased by the largest amount in the history of
the data. MINUS $55B in the last 12 months (with obviously
some mark-to.-market effects). We are now in a "reverse
currency war" regime. A stronger your currency helps to fight
against inflation. Switzerland has the lowest inflation rate of the
European continent. Much lower than in the Eurozone (the
energy mix helps as well).

#centralbanks

Source: Crescat
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Japan’s Monetary Base Stops Rising for First Time Under Kuroda
- Bloomberg

#centralbanks

Source: Bloomberg
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BOC BOE BOJ ECB FED | G7 CBs combined balance sheet (BS),
converted in USD, kept declining in August

#centralbanks

Source: C.Barraud
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Russia mulls buying as much as $70bn in China Yuan and other
“friendly” currencies this year to slow the ruble’s surge. Russia
is considering a plan to buy as much as $70 billion in yuan and
other “friendly” currencies this year to slow the ruble’s surge,
before shifting to a longer-term strategy of selling its holdings
of the Chinese currency to fund investment. The yuan briefly
extended gains against the dollar after the news, rallying to a
session high. The Turkish lira rose as much as 0.2% on the news.
India’s rupee also gained.

#centralbanks

Source: Bloomberg
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Source: www.zerohedge.com, Bloomberg

Litecoin managed some gains on the week but the rest of
crypto was dumped with Bitcoin underperforming Ethereum...

#cryptocurrencies #weekly #performance

Page 64

#cryptos
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Source: www.zerohedge.com, Bloomberg

Bitcoin has now hovered around $20,000 for 10 days...

#bitcoin #20k

Page 65

#cryptos
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Source: Liz Ann Sonders, Bloomberg

Rolling 120d correlation between S&P 500 and #bitcoin is
hovering near an all-time high

#bitcoin #correlation

Page 66

#cryptos
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Source: cointelegraph

According to data from the trading analysis platform TipRanks,
while on-chain signals remain bearish for BTC, 62% of wallets
have held BTC for one year and above. On the other hand, 32%
of wallets are shown to have held for a month up to a year.
Lastly, those who have been holding for less than a month are
only 6%.

#bitcoin #wallets

Page 67

#cryptos
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Source: TME, Morgan Stanley

JPM's position proxy based on open interest in CME Bitcoin and
Ethereum futures contracts is looking very ugly...

#cryptocurrencies #positioning
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#cryptos
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Source: cointelegraph

Despite the downward market, global trust in cryptocurrencies
like Bitcoin (BTC) remains mostly unshakable, Bitstamp said in
its latest Crypto Pulse report. The survey suggests that the
percentage of global retail investors who find crypto
trustworthy has slightly dropped from 61% in Q1 to 65% in Q2
2022. The survey signaled a similar trend among institutional
investors as 67% of respondents deemed crypto trustworthy in
Q2 versus 70% in Q1.

#cryptocurrencies #trust
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#cryptos
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#food-for-thought

#uk #real-estate

Source: FT
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#food-for-thought

#millenials
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#food-for-thought

#klarna

Source: Finimize

Klarna racked up major losses on the back of rising costs and
cash-strapped customers.
Klarna got into the buy-now-pay-later (BNPL) game early, and
went on to become Europe’s most valuable startup for a time.
But now Klarna’s just one of many, which – along with investors’
mounting skepticism about high-growth tech firms – has
squashed its valuation to $7 billion, down 85% from last year.
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#food-for-thought

#berkshire-hathaway

Source: FT Research
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#food-for-thought

#nancy-pelosi
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#food-for-thought

#biggest #us #stocks

Source: Genuine Impact
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Companies are getting bigger. Apple today has larger market
cap than the 5 biggest companies in 2000 - combined.
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#food-for-thought

#peter-lynch #stock-picking
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#food-for-thought

#social-media

Source: The Visual Capitalist

There are over 4.5 billion people around the world who use
some form of social media—about 57% of the global
population.
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#food-for-thought

#electric-vehicles #electricity 
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#food-for-thought

#electric-vehicles #p/e

Source: Bloomberg

The Forward P/E on Li Auto is nearly twice as high.
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#food-for-thought

#passports

Source: xxx
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#food-for-thought

#fooled

Source: xxx
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#food-for-thought

#leadership

Source: European leadership
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This marketing communication has been issued by the Syz Group. It is not intended for distribution to,
publication, provision or use by individuals or legal entities that are citizens of or reside in a state, country or
jurisdiction in which applicable laws and regulations prohibit its distribution, publication, provision or use. It is
not directed to any person or entity to whom it would be illegal to send such marketing material. This document
is intended for informational purposes only and should not be construed as an offer or solicitation for the
subscription, purchase, sale or keeping of any security or financial instrument, or as a contractual document. The
information contained herein does not constitute any legal, tax or accounting advice and may not be suitable for
all investors. The market valuations, terms and calculations contained herein are estimates only and may change
without notice. The information provided comes from sources deemed reliable, but the Syz Group does not
guarantee its completeness or accuracy. Past performance gives no indication of future results.
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