
 
 
 
 
 
 

 

Creeping Complacency…  
Summary:  
 

● Our 10-dma Total Put/Call Indicator triggered a sell signal on Friday 
● Percentage of S&P 500 companies beating EPS estimates near a record high 
● Fed is talking very dovish  
● FX (wait for FOMC meeting) 
● Portfolio Update 

○ Disney DOTM Calls up over 170% and the stock closed on weekly highs 
○ Tesla on the ropes 
○ Pulling all stops up to breakeven on our energy basket 

 
Our 10-day moving average Total Put/Call indicator crossed below the 0.8 level (marked by the 
horizontal red line below) triggering an official sell signal on Friday.  
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Investors are buying less downside protection and are becoming complacent. The lower this 
indicator moves the greater odds are that we’ll see a sizable correction in the coming weeks. 
With that said, our other short-term indicators and market vanes are either still neutral or bullish. 
Credit continues to push higher and the weakness we noted last week in small-caps has 
improved somewhat.  
 
The BofAML Bull & Bear Indicator is smack dab in the middle of neutral territory.  
 

Keep an eye on the Russell (IWM) and semis (SMH) in the week(s) ahead. They should lead 
the market on the eventual turn.  
 
My general market take remains the same. The rally is getting long in the tooth and there are 
some increasing signs of FOMO — note the resurgence of the ​“Melt Up” narrative​ that last 
became popular in the runup to the Jan 18’ blow off. But momentum and technicals still favor 
more upside for the time being. 
 
The move here is to stay long but begin to trim risk and take some profits off the table. Once 
momentum fades and more technical cracks appear we’ll move to more aggressively reduce our 
equity exposure and put on some shorts.  
 
Stocks continue to clear a low bar…  
 
Stocks aren’t having any trouble clearing the low bar set for them in the overly pessimistic Q1 
consensus earnings estimates. In fact, the proportion of S&P 500 companies beating 
expectations this quarter is tracking at a record high pace so far (chart via MS).  
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https://www.bloomberg.com/news/articles/2019-04-28/is-this-a-market-melt-up-here-are-some-ways-to-tell-quicktake?srnd=premium
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I’ve been noting that this low earning expectations tailwind turns into overly-optimistic 
headwinds once this quarter is over. With the S&P’s forward PE back above 17x — levels at 
which the market has struggled in the last few years — it’s looking more and more likely that 
things are setting up for a rough second half to the year.  
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It’s another big week for earnings releases. Our second largest holding Google (GOOGL), 
announces after the close on Monday. The stock had its highest all-time weekly close on Friday. 
We may or may not reduce some of the position before market close tomorrow. Considering the 
strength we’ve been seeing in the big tech names the last few weeks I’m considering just letting 
it ride. 

 
The FOMC is on Wednesday.​ Not much is expected out of the meeting. Seeing as how dovish 
FOMC members have been talking lately (​link here​) we should be on guard for the possibility of 
another bullish surprise; though I’m not sure how much more interest rate expectations can 
come down barring a recession.  
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https://www.wsj.com/articles/fed-officials-contemplate-thresholds-for-rate-cuts-11555758001
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I remain skeptical of this dollar (DXY) rally but will respect the tape. If price action holds up 
following the FOMC we’ll look to add to our long position.  
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Portfolio Update 
The last few weeks have been 
great for our portfolio which is now 
up over 21% on the year. A big 
driver of this performance is due to 
the impressive action in our largest 
position, Disney (DIS), which 
closed on its highs for the week at 
a new record price. 

 
Our DOTM calls are up nearly 
200% and could payout 
significantly if this move ends up 
having legs (I think it will). Those 
calls don’t expire until January of 
next year. The fact that the latest 
Avengers movie is breaking box office records certainly helps the narrative (​link here​). 
 
Fellow Operator Biren put out a great update on Tesla’s cash flow projections (​link here​). The 
stock continues to deteriorate and its technicals are horrendous. Our portfolio has been fighting 
continuous theta decay from holding our long-dated puts but we could quickly get a huge boost 
if the stock hits the uncle point for bag-holding institutions, which I suspect is around the $220 
level. 
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https://www.bloomberg.com/news/articles/2019-04-28/-avengers-endgame-sets-global-box-office-record-1-2-billion
https://www.perseid-capital.com/blog/2019/04/25/tesla-cashflow-analysis-v2/
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Lastly, I’m moving stops up to breakeven on our long energy basket (MTDR, RIG, DO). The 
charts which looked so good heading into last week quickly soured. The fundamental story 
remains the same and I think eventually these stocks have multi-bagger potential. But I don’t 
want to fight the market on this one so if we get stopped out I’ll look to cut and take a swing 
another day. 
 
That’s all I’ve got! 
 
I’m currently working on the MIR which will be shipping out to you guys in the next few days. I’m 
having fun writing this one, I think you guys are going to like it. 
 
If you’ve got any questions for us in the meantime, let us know in the Comm Center. Have a 
great week! 
 
Your Macro Operator,  
 
Alex 
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