
 
 
 
 
 
 

 

Bananas 

 
 
Check​ ​out​ ​small​ ​caps​ ​(IWM).​ ​Up​ ​12%​ ​in​ ​less​ ​than​ ​two​ ​months.​ ​This​ ​market​ ​is​ ​bananas.  
 
This​ ​is​ ​a​ ​short​ ​Brief.​ ​I​ ​just​ ​wanted​ ​to​ ​riff​ ​on​ ​a​ ​few​ ​things​ ​real​ ​quick​ ​that​ ​I​ ​didn’t​ ​get​ ​to​ ​include​ ​in 
the​ ​MIR.  
 
To​ ​start,​ ​our​ ​Strat​ ​portfolio​ ​is​ ​at​ ​making​ ​new​ ​all-time​ ​highs​ ​in​ ​NAV​ ​this​ ​week.​ ​We’re​ ​up​ ​slightly 
over​ ​30+%​ ​now​ ​on​ ​a​ ​TTM​ ​basis​ ​and​ ​are​ ​about​ ​neck​ ​and​ ​neck​ ​with​ ​the​ ​SPX​ ​ytd​ ​which​ ​is​ ​good 
considering​ ​the​ ​market​ ​has​ ​only​ ​gone​ ​up​ ​this​ ​year.  
 
I​ ​like​ ​the​ ​way​ ​our​ ​portfolio​ ​is​ ​positioned​ ​so​ ​hopefully​ ​we 
continue​ ​to​ ​crush​ ​it​ ​going​ ​into​ ​the​ ​end​ ​of​ ​the​ ​year.​ ​But 
we​ ​shall​ ​see​ ​what​ ​the​ ​market​ ​Gods​ ​serve​ ​up... 
 
Currently​ ​the​ ​market​ ​is​ ​stretched​ ​and​ ​sentiment​ ​is​ ​at 
extreme​ ​levels.​ ​The​ ​Fear​ ​&​ ​Greed​ ​Index​ ​is​ ​sitting​ ​over 
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90​ ​and​ ​as​ ​Urban​ ​Carmel​ ​pointed​ ​out​ ​this​ ​week​ ​​“prior​ ​instances​ ​in​ ​the​ ​past​ ​5​ ​years​ ​have 
preceded​ ​a​ ​lower​ ​close​ ​in​ ​SPX​ ​within​ ​the​ ​next​ ​month​ ​91%​ ​of​ ​the​ ​time​ ​and​ ​within​ ​six 
weeks​ ​100%​ ​fo​ ​the​ ​time.”  
 
Five​ ​years​ ​is​ ​a​ ​small​ ​sample​ ​size​ ​though​ ​and​ ​this​ ​market​ ​is​ ​anything​ ​but​ ​typical.​ ​In​ ​addition,​ ​all 
the​ ​strength​ ​and​ ​liquidity​ ​indicators​ ​I​ ​track​ ​suggest​ ​further​ ​gains​ ​ahead​ ​in​ ​equities.​ ​At​ ​least​ ​for 
now.  
 
Another​ ​interesting​ ​data​ ​point​ ​shared​ ​by​ ​Urban​ ​is​ ​that​ ​when​ ​the​ ​S&P​ ​has​ ​risen​ ​in​ ​every​ ​month 
from​ ​May​ ​through​ ​September,​ ​like​ ​it​ ​has​ ​this​ ​year,​ ​it​ ​has​ ​gone​ ​on​ ​to​ ​finish​ ​the​ ​4th​ ​quarter​ ​higher 
every​ ​single​ ​time.  
 
But,​ ​to​ ​state​ ​the​ ​obvious,​ ​the​ ​market​ ​will​ ​eventually​ ​someday​ ​have​ ​a​ ​+3%​ ​retrace.  
 
We’ll​ ​view​ ​that​ ​pullback​ ​—​ ​should​ ​it​ ​ever​ ​come​ ​—​ ​​ ​as​ ​a​ ​chance​ ​to​ ​add​ ​onto​ ​our​ ​long​ ​positions 
and​ ​perhaps​ ​throw​ ​some​ ​new​ ​ones​ ​on​ ​the​ ​book​ ​and​ ​that’s​ ​because​ ​the​ ​bigger​ ​picture​ ​cycle 
indicators​ ​remain​ ​bullish. 
 
We’ll​ ​likely​ ​put​ ​on​ ​a​ ​starter​ ​position​ ​in​ ​the​ ​ag​ ​stocks​ ​that​ ​we​ ​covered​ ​in​ ​the​ ​MIR,​ ​early​ ​next​ ​week.  
 
And​ ​if​ ​DSKE​ ​closes​ ​strong​ ​on​ ​Friday​ ​then​ ​I’ll​ ​look​ ​to​ ​pyramid​ ​another​ ​tranche​ ​to​ ​it​ ​on​ ​Monday. 
 
We’ll​ ​of​ ​course​ ​send​ ​out​ ​trade​ ​alerts​ ​when​ ​we​ ​execute.  
 
Moving​ ​on​ ​to​ ​the​ ​dollar​ ​and​ ​metals.  
 
Trump​ ​recently​ ​said​ ​that​ ​he​ ​plans​ ​to​ ​announce​ ​the​ ​next​ ​Fed​ ​chair​ ​within​ ​the​ ​next​ ​few​ ​weeks.  
 
It’s​ ​anybody’s​ ​guess​ ​who​ ​it’ll​ ​be.​ ​I​ ​don’t​ ​put​ ​any​ ​weight​ ​into​ ​the​ ​speculation​ ​over​ ​who​ ​the 
so-called​ ​front​ ​runners​ ​are.​ ​Trump​ ​has​ ​a​ ​tendency​ ​to​ ​surprise​ ​and​ ​because​ ​of​ ​that​ ​I​ ​don’t​ ​care​ ​to 
trade​ ​the​ ​dollar,​ ​in​ ​either​ ​direction,​ ​until​ ​he​ ​makes​ ​his​ ​announcement.  
 
There’s​ ​the​ ​possibility​ ​he​ ​goes​ ​with​ ​an​ ​uber​ ​dove​ ​like​ ​a​ ​Kashkari​ ​or​ ​Brainard,​ ​or​ ​some​ ​out​ ​of​ ​left 
field​ ​sycophant​ ​who​ ​will​ ​do​ ​his​ ​bidding​ ​and​ ​keep​ ​rates​ ​even​ ​lower​ ​for​ ​longer.​ ​In​ ​that​ ​case,​ ​we 
can​ ​kiss​ ​the​ ​dollar​ ​goodbye.  
 
This​ ​would​ ​be​ ​great​ ​for​ ​our​ ​long​ ​commodity​ ​theme​ ​(both​ ​oil​ ​and​ ​ag​ ​trades).​ ​And​ ​if​ ​this​ ​happens, 
precious​ ​metals​ ​will​ ​become​ ​an​ ​obvious​ ​buy.​ ​Some​ ​of​ ​the​ ​charts​ ​in​ ​that​ ​space​ ​are​ ​looking 
strong.  
 
Silver​ ​miners​ ​ETF​ ​(SIL)​ ​is​ ​forming​ ​a​ ​nice​ ​coiling​ ​pattern.​ ​Action​ ​like​ ​this,​ ​typically​ ​precedes​ ​an 
explosive​ ​break.  
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Something​ ​to​ ​keep​ ​an​ ​eye​ ​on.  
 

 
 
Oh,​ ​and​ ​also,​ ​another​ ​point​ ​that​ ​could​ ​be​ ​dollar​ ​bearish​ ​was​ ​the​ ​President’s​ ​recent​ ​comments 
regarding​ ​Puerto​ ​Rican​ ​debt.​ ​He​ ​said​ ​the​ ​following​ ​in​ ​a​ ​Fox​ ​News​ ​interview​ ​this​ ​Tuesday.  
 

We​ ​have​ ​to​ ​look​ ​at​ ​their​ ​whole​ ​debt​ ​structure…​ ​You​ ​know​ ​they​ ​owe​ ​a​ ​lot​ ​of​ ​money​ ​to 
your​ ​friends​ ​on​ ​Wall​ ​Street.​ ​We’re​ ​gonna​ ​have​ ​to​ ​wipe​ ​that​ ​out.​ ​That’s​ ​gonna​ ​have​ ​to​ ​be 
--​ ​you​ ​know,​ ​you​ ​can​ ​say​ ​goodbye​ ​to​ ​that.​ ​I​ ​don’t​ ​know​ ​if​ ​it’s​ ​Goldman​ ​Sachs​ ​but 
whoever​ ​it​ ​is,​ ​you​ ​can​ ​wave​ ​goodbye​ ​to​ ​that. 
 

Puerto​ ​Rico​ ​has​ ​$74B​ ​in​ ​municipal​ ​debt​ ​(that’s​ ​a​ ​lot).​ ​Comments​ ​like​ ​this​ ​make​ ​investors​ ​(both 
foreign​ ​and​ ​local)​ ​think​ ​twice​ ​about​ ​buying​ ​US​ ​paper.​ ​And​ ​if​ ​these​ ​comments​ ​are​ ​ever​ ​acted​ ​on 
then​ ​you​ ​can​ ​bet​ ​the​ ​dollar​ ​will​ ​puke​ ​as​ ​capital​ ​flees​ ​the​ ​country.  
 
Apparently,​ ​famous​ ​value​ ​investor​ ​Seth​ ​Klarman​ ​and​ ​his​ ​hedge​ ​fund​ ​Baupost​ ​Group​ ​are​ ​large 
holders​ ​of​ ​PR​ ​paper.​ ​Looks​ ​like​ ​Seth​ ​misjudged​ ​the​ ​“margin​ ​of​ ​safety”​ ​on​ ​this​ ​trade.​ ​Guys​ ​gotta 
be​ ​sweating​ ​bullets.  
 
This​ ​week​ ​I’m​ ​digging​ ​into​ ​active​ ​asset​ ​managers.​ ​Stocks​ ​like​ ​Icahn’s​ ​(IEP)​ ​and​ ​Mark’s​ ​(OAK) 
amongst​ ​others,​ ​look​ ​like​ ​they​ ​could​ ​be​ ​setting​ ​up​ ​for​ ​great​ ​trades.  
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The​ ​technicals​ ​of​ ​many​ ​of​ ​the​ ​names​ ​are​ ​strong​ ​and​ ​the​ ​thematic​ ​works​ ​with​ ​our​ ​overheat 
phase​ ​hypothesis,​ ​where​ ​cyclical​ ​value​ ​is​ ​the​ ​best​ ​performing​ ​sector.​ ​Add​ ​in​ ​the​ ​consensus 
narrative​ ​that​ ​“active​ ​is​ ​dead”​ ​and​ ​we​ ​have​ ​a​ ​pretty​ ​good​ ​contrarian​ ​trade​ ​setup.  
 
I’ll​ ​be​ ​putting​ ​out​ ​a​ ​report​ ​on​ ​them​ ​next​ ​week.  
 
And​ ​here’s​ ​a​ ​cut​ ​from,​ ​I​ ​wanna​ ​say​ ​a​ ​Morgan 
Stanley​ ​report,​ ​that​ ​I​ ​read​ ​this​ ​week​ ​and​ ​which​ ​I 
think​ ​is​ ​spot​ ​on.​ ​Just​ ​another​ ​reason​ ​why​ ​I’m 
excited​ ​about​ ​our​ ​oil​ ​trade.  
 
A​ ​number​ ​of​ ​you​ ​have​ ​emailed​ ​me​ ​recently​ ​asking 
how​ ​I​ ​go​ ​about​ ​choosing​ ​the​ ​specific​ ​stocks​ ​we 
buy​ ​in​ ​our​ ​macro​ ​thematic​ ​trades,​ ​like​ ​oil​ ​and​ ​ags.  
 
I​ ​touched​ ​on​ ​this​ ​briefly​ ​in​ ​the​ ​September​ ​MIR 
when​ ​I​ ​talked​ ​about​ ​how​ ​I​ ​breakdown​ ​all​ ​equity 
trades​ ​into​ ​one​ ​of​ ​three​ ​categories.​ ​Those​ ​being: 
 

1. Growth/Value  
2. Special​ ​Situations 
3. Cyclical/Macro  
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This​ ​is​ ​important​ ​because​ ​each​ ​category​ ​has​ ​very​ ​different​ ​drivers​ ​and​ ​unique​ ​inputs​ ​that​ ​you 
need​ ​drill​ ​down​ ​to​ ​and​ ​understand.​ ​I​ ​don’t​ ​really​ ​know​ ​anybody​ ​who​ ​teaches​ ​this​ ​specifically​ ​but 
it​ ​makes​ ​a​ ​huge​ ​difference​ ​to​ ​your​ ​analysis,​ ​risk​ ​management,​ ​and​ ​overall​ ​trading.  
 
So​ ​it’s​ ​a​ ​great​ ​question.  
 
What​ ​I’m​ ​going​ ​to​ ​do​ ​is​ ​put​ ​together​ ​a​ ​long​ ​write​ ​up,​ ​kind​ ​of​ ​a​ ​“How​ ​To”​ ​for​ ​each​ ​category,​ ​that 
essentially​ ​breaks​ ​down​ ​my​ ​process​ ​and​ ​the​ ​things​ ​I​ ​look​ ​at​ ​for​ ​each​ ​bucket.​ ​Hopefully​ ​this​ ​will 
help​ ​you​ ​guys​ ​better​ ​understand​ ​the​ ​way​ ​I​ ​look​ ​at​ ​these​ ​things.​ ​And,​ ​maybe​ ​some​ ​of​ ​you​ ​will 
have​ ​critiques/suggestions​ ​that’ll​ ​help​ ​me​ ​improve​ ​on​ ​my​ ​process.  
 
Look​ ​for​ ​the​ ​first​ ​one​ ​of​ ​these​ ​to​ ​come​ ​out​ ​later​ ​next​ ​week.​ ​I​ ​think​ ​I’ll​ ​do​ ​the​ ​cyclical/macro 
bucket​ ​first​ ​since​ ​that​ ​category​ ​is​ ​kind​ ​of​ ​dominating​ ​our​ ​trading​ ​right​ ​now.  
 
Shoot​ ​me​ ​an​ ​email​ ​or​ ​hit​ ​me​ ​up​ ​in​ ​the​ ​CC​ ​if​ ​you​ ​gotta​ ​any​ ​questions​ ​about​ ​markets,​ ​the​ ​MIR,​ ​or 
just​ ​wanna​ ​shoot​ ​the​ ​shit​ ​about​ ​trading.  
 
Your​ ​Macro​ ​Operator,  
 
Alex 
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