MACRO MONDAY: WK 20
Your Weekly Cross-Asset Global Markets Call
There are Always Profitable Opportunities…

Does China Strike Back?...

…Plus The Traders Lunch

Tip of the Spear: (KVP) Kay Van-Petersen, CMT
global macro strategist, consigliere at large & perpetual student of the markets
Week 20, May 13 – May 19

@KVP_Macro @SaxoStrats
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General Disclaimer: Solely Views/Opinions. Not Trading/Investing Recommendations
This presentation is provided by Saxo Capital Markets Pte. Ltd. (“Saxo Capital
Markets”) for your general information. Although all reasonable efforts have
been made to ensure that any information and commentary are accurate
and up-to-date, the presentation is updated from time to time but may not
always be up-to-date in every respect and no responsibility is accepted for
any loss arising from inaccurate or incomplete information, however
caused. Saxo Capital Markets does not warrant that all technical aspects and
functions of its platforms are explained during this presentation.
None of the information contained here constitutes an offer to purchase or
sell a financial instrument, or to make any investments. Saxo Capital
Markets does not take into account your personal investment objectives or
financial situation and makes no representation and assumes no liability as
to the accuracy or completeness of the information nor for any loss arising
from any investment based on any commentaries or information supplied
by any employee of Saxo Capital Markets or its affiliates. Any opinions made
are subject to change and may be personal to the author. These may not
necessarily reflect the opinion of Saxo Capital Markets or its affiliates.
The content of this presentation is provided on a strictly private and
confidential basis for information purposes only. It is not intended to be
distributed to any third party without the written consent of Saxo Capital
Markets.

FREE TO SHARE

Last WK Review & Highlights
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SG Traders Lunch– SG, Fri 10th May

Saxo’s TRADERS Lunch: This Is How The WK Started
There Are Always Profitable Opportunities…
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Previous Week’s Highlights & Takeaways
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Macro Monday: Your Weekly Cross-Asset Call
Previous WK Summary:

US / CH: We will focus on this shortly…
EQ: So for most equity indexes, last wk was
the worst for 2019. The stunning thing was,
China EQ rallied hard on Fri – with reports
that state controlled institutions were told to
buy. So Despite Fri moves of +3% in the CSI300 & Shanghai Comp., they still closed down
c. -6.5% & -7.8% respectfully.
We’ve seen this game play out before in
2015, did not play out well after reportedly
billions had been spent trying to prop up the
market then. If you want to try to affect
markets, if I was Xi consigliere, I would rather
be selling S&P futures & stocks like apple
rather than trying to tame, the untamable.
From a face perspective Fri’s moves makes
sense – yet think only downside if they
attempt to repeat the same game.
Two other points that caught my eye:
1. SPI futures cont outperformance not just
of Asia but Global Equities, which to KVP is
mind boggling – Aussie equities are not longterm safe heaven with China on the ropes 2.
S&P futures being sold during Asia hours
before rallying later in US & European hours
– for the tactical traders
FI: Tighter, yet still not what KVP was
originally expecting from last Mon
CMD: Generally abysmal, intt. To see Nat.
Gas & Coffee. Gold caught a touch of a bid
FX: Again, not what I would have expected on
USD… JPY stronger yes, risk off & big -104bp
move. Yet Euro higher? Note ZAR
ourperformance due to Elections…
Vol: +25% for the wk, with a -16% Fri pullback
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Previous Week’s Highlights & Takeaways
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Macro Monday: Your Weekly Cross-Asset Call
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CoT Review
@Ole_S_Hansen
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Macro Monday: Latest CoT Report
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Macro Monday: Your Weekly Cross-Asset Call
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*We are now above the $32.2bn reached in early Dec, during the peak of risk-off & flight to safety in US bonds markets & USD
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Macro Monday: Latest CoT Report
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Macro Monday: Your Weekly Cross-Asset Call
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Week Ahead, Potential Opportunities,
Risks & Events…
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Macro Monday: WK Ahead, Potential Opportunities, Risks & Events
Macro Monday: Your Weekly Cross-Asset Call - Welcome to 20, May 13 – May 19
Key Focus:

US / CH Trade Talks

Central Banks (SGT):
ID 6.25%e/p (16) MX 8.25%e/p (17) HK 0.82%p (17)

Fed Speakers (SGT):
Kaplan, Williams, George, Daly, Quarles, Barkin, Clarida

Other (SGT):
RBNZ Deadline for Submissions on Bank Capital Plan(17)
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SG Traders Lunch– SG, Fri 10th May

Saxo’s TRADERS Lunch: US / CH – From Trade Talks To Wars?

@KVP_Macro @SaxoStrats

There Are Always Profitable Opportunities…

US /China Trade Talks – Initial Scenarios & Thoughts… Things Are Very Fluid… & We’ve See Some Magnificent Reversals From Trump…
o This is a surprise, its something that we’ve flagged on Macro Monday as being very low delta & big component on this year’s rally has been on successful US/China Trade Talks

o I.e. We have been trading like it’s a done deal… obviously Fed & ECB dovish pivot, along with PBOC easing has also contributed to move up. Yet its been massive, with main
equity indexes in US & China ann. +80% to +150% numbers as of two Fri back – bounce from the bottom of Dec has been relentless with very little pullback up until wk 19
o What's good for the US & China, is not necessarily good for Trump… Dems cannot push back on US/CH trade talks… He commands the airwaves by having on going conflict he
looks like a strong-man… further… unintended consequences could be… he may be able to force a policy response on infra., if its clear that headwinds with China will conti
o Also note, its been very much western good guys, China bad guys driven. If China asked the US to change its legal system for a trade deal, we’ll like see some issues as well
Looking At Four Main Scenarios

o 1. Kiss & Make Up: This is likely the base case scenario at c. 50%
Base case is we still likely get some kind of deal, and this ends up being a tactical risk-off that goes on as negotiations play out - where it plays to be short term long USD, US
bonds, perhaps even gold, vs. short EQ & CMDs, then reversing that tactical positioning once the dust started to clear out, Trump tweeting away at successful deal etc.
o 2. Remarkable Turn Around: KVP dead wrong as Trump seals deal over next few days 5%
Massive risk on rally, especially across Chinese equities, would be short USDCNH, bunds, bonds in general, as well as the likes of gold, tactical longs in EQs, AUDJPY & NZDJPY
o 3. China Plays Hard Ball: This is the bears dream as China does not budge 20%
“We will not be steam rolled”… this scenario will see something shadowing 4Q18… should not be as bad given we now have a much more dovish Fed & ECB… yet still can see an
easy -3% to -5% pullback on SPX… & -10% is not aggressive. Which obviously means we could see some limit down days on Asia equities with some -5% to -10% wks on the likes of
equities in China, Hong Kong, Japan, Australia, Korea, Taiwan, etc… (SG may fair better, given its typically lower beta & defensive). Would expect new YTD lows in US10yr yields…
yes… that means going back to take out the c. 2.37% lvls… from these 2.52% lvls… USD to be bid… yet gold to also rise (because of yields) & CMDs in general to be hosed… would
look also for opportunities to pick things up where we know there are serious structural imbalances (i.e. For instance Pork prices, given the pandemic in China - cover that more
in next wk’s Macro Monday). FX wise it means DollarYen easily in the 106 to 108 range from current 110.50
o 4. Drag-on: Basically scenario one, but extended for months & never ending… the Brexit of Trade… 25%
Tactical side tough to play here, as both bullish & bearish views will have their moments in the Sun. Generally a structural long US treasury & USD bias would hold, hard to see
Fed rising rates in scenarios 1 & 4, and defiantly not in 3 – where they may actually Saxo
hintBank
at cutting rates if we get a remix of 4Q
FREE TO SHARE

SG Traders Lunch– SG, Fri 10th May

Saxo’s TRADERS Lunch: UBER IPO, Well Look At LYFT
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There Are Always Profitable Opportunities…
•

Lyft [LYFT] – Biggest competitor to Uber, primarily in US & CA, growing at a faster
clip. Listed back end of May at $77, down c. -30% from the IPO strike, after initial
first day pop of c. +8.7%

•

At $55.18, Lyft has a mkt cap of c. $16bn. Would expect stock to be under
pressure following UBER’s listing today

•

UBER is likely the most well known & heavily watched unicorns out there &
cannot rule out a pop up initially if there is a flood of private investors that want
exposure. People think it could signal the top of the equity market like
Blackstone & Glencore did in previous peaks

•

Uber [UBER] – Got priced yesterday at $45 ($44 - $50), implying a c. $83bn
valuation (sub initial $100bn it sought). Its raising +$8bn to fund further
expansion & development (i.e. finance cash burn) - Just for context, its est. that

WK 20 – Macro Monday Comment….

Uber has already burnt through over $10bn & has never made a profit (like Lyft)
•

Last year revenues were +40% to +$11.3bn, even as it lost close to $2bn. Its also
lost a further $1bn in 1Q19 – bear in mind they have had IPO plans for a while,
so that could be construed in the numbers (lower costs that is usually the case)

•

Lyft fell a similar -7.41% to close at $51.09, -34% from its $77 IPO Strike

Its boast 96m users a month with c. 4m drivers (who with Lyft drivers have been
striking again outside the company headquarters for better pay & perks)

•

Uber debuted with a -7.6% to close at $41.57 from its $45 IPO Strike

Today will mark first trading day for the company

KVP thinks hard to see support pre 6m lock-up. A -50% & post-lock up
period would be levels to investigate for potential structural longs.
Saxo Bank
Otherwise feel downside continues (think FB, SNAP)…
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SG Traders Lunch– SG, Fri 10th May

Saxo’s TRADERS Lunch: Beyond Meat
There Are Always Profitable Opportunities…
•

Beyond Meat [BYND] - Recently listed US company that develops plant base
protein food products. Their meat products which are 100% plant are literally
indistinguishable from real animal protein meat. KVP tried some impossible
Burger yesterday at Singapore’s Adrift & you cannot tell

•

Mkt Cap USD 4bn, listed on 2nd May at $25, did +168% on first day. For context
one meat producer, Tyson Foods has a market cap of c. $30bn (that’s 6x)

•

Last $68.27 +173% from IPO strike. Impossible Burger still private comp.

•

Forget valuations here, think of how disruptive this is for the meat industry &
society. Not just from a social impact, carbon footprint & environmental
perspective but potentially also being much cheaper & healthier alternative

•

Best part, folks will likely only focus on the cannibalization of the animal proteins
(beef, lamb, chicken, fish) & overlook the billions of people on the planet who
are predominantly vegetarian – mostly due to economics, yet also for a large
part due to religious & cultural beliefs. Think India, now vegetarians can literally
get the best of both worlds

•

Key risk is execution risk of the business from management

•

Again this is pure macro with take-over potential, the meta takeaway is they
have less than 1% of the global meat production industry. Global Meat, Poultry
& Seafood market is expected to reach USD 7.3 trillion by 2025
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“Fundamentalists who say they are not going to pay any attention to the charts
are like a doctor who says he’s not going to take a patient’s temperature”
–Bruce Kovner, Legendary Trader & Founder of Caxton

Macro Monday’s Chartography…
Risk-On | Risk-Off

There are always opportunities…
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USDCNH Spot Trend Up? [Forrest Mao, Saxo Greater China GST]
➢

Recap: Two Stages: 1) Downward channel Oct. 2018 - Feb. 2019 ; 2) Range Bound Mar. 2019 -May 2019;

➢

Current Stage: 6.75&6.82 breake Out+Volatility; Million$ Question: Trend up in the making or New Range?

➢

Timeframe: Short term (trend, Sentiment+Momentum); Mid Term (Range, Balanced Macro)

➢

Onshore draggers: 1) USDCNY fixing: Anchoring range market & Decelerating trending market
2) USDCNH-USDCNY Spread: Widening & Onshore reluctant to chase.
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MM Back on Mon: 08:30[SG/HK] 09:30 [Tok]10:30 [Syd] 20:30[NY]
Macro Monday: Your Weekly Cross-Assets Call
Thanks again for making the time to join us on the call, or catch the replay
We will be on Next Mon Apr 22nd before coming Back on Mon May 6th
{Macro Monday will be off on Mon Apr 29th}
08:30 [SG|HK]

09:30 [Tok]

10:30 [Syd]

20:30 [NY]

*
Wishing You All A Phenomenal & Profitable Week Ahead

@KVP_Macro @SaxoStrats
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