Macro Ops

The Trifecta Report

The best trades are the ones in which you have all three things going for
you: fundamentals, technical, and market tone. ~ Michael Marcus



S&P 500

Long-term: September formed an outside
bear bar on the monthly chart. But
buyers came in at the end of month and
bid the market up well above the August
lows — see the large lower wick for Sep.
The path of least resistance remains in
favor of higher prices

Sentiment/Positioning: Sentiment is
improving and now tilts bullish-to-
neutral, though it’s not at extremes that
typically mark longer-term tops. But large
asset managers remain underweight risk
assets which = cash on sidelines ready to

buy into dips

Breadth: Breadth remained strong last
week and is a tailwind for SPX in the
near-term

Macro/Liquidity: Macro conditions are
rebounding and liquidity is flush

Short-term: SPXis in a Bull Quiet regime
with a TL score of +3. Buyers kept coming
coming into the market last week on
every little down day. This is typical of
BullQ regimes and shows that demand
pressure remains strong. Odds favor a
bounce this week, likely back into the
red-zone (3,525-3,600) level
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Weekly Summary

UST 10yr Bonds

Long-term: Bonds are in a 6-month
neutral sideways regime. The Law of
Inertia states that we should expect this
range to continue until there’s a clear
breakout

Sentiment/Positioning: The narrative of
yield-curve control and yield suppression
are consensus

Bond Indicators: Positive economic data
surprises and leading growth/inflation
indicators suggest we’re moving into a
more bearish long bonds environment
(higher yields).

Short-term: Bonds are now probing the

lower support area of their trading range.

We should expect this range to continue
until there’s a confirmed breakout, but
odds now favor a breakout lower (yields
up), though debt levels, structural
demand, and the Fed should keep a
relative ceiling on how high yields can
climb. We should expect to see a slight
bear steepening in the curve. This will
accelerate should CARES 2 fiscal stimulus

get passed

Gold

Long-term: Gold is in a 16-month
uptrend / buy climax on a monthly basis.
Precious metals are still working off their
extreme overbought levels. The long-
term path of least resistance is up but
expect continued sideways/down chop in
the near-term

Sentiment/Positioning: The bullish gold
narrative is consensus which raises the
odds of continued volatile action. Long
positioning remains crowded

Gold Indicators: Gold no longer has
favorable tailwinds from seasonality

Short-term: Gold is in a Bull Quiet regime
in a longer-term uptrend. But rising
yields, crowded positioning, and major
trend extension gap from its 200-day
moving average put odds in favor of
more sideways/down chop before next

leg higher
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EURUSD

Long-term: EURUSD is in the early stages
of a cyclical bull trend. Excessive capital

concentration in the US and rich relative
valuations + growing UST funding needs
support the longer-term USD bear thesis

Sentiment/Positioning: The short US
dollar trade is a consensus theme on the
Street. Long positioning in EURUSD and
aggregate short USD is at multi-year
highs. Sentiment & Positioning are major
headwinds to EURUSD over the short-to-
intermediate term

EURUSD Indicators: The trend in yield
differentials favor the euro while the
absolute levels favor USD. Relative
leading growth indicators slightly favor
the euro while Citi Econ surprises favor
the USD. It's a mix bag with no clear edge
on future trend direction

Short-term: EURUSD is overbought, over-
loved, and momentum has waned. But
EURUSD is in a Bull Quiet regime and
traders keep buying the dips. So any
downside over the interim is likely to be
moderate. Expect further sideways chop
for now




S&P 500 Monthly

October is currently an inside-outside-inside
(ioi) pattern. This is a breakout pattern but
there’s one week of trading left in the month
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S&P 500 Weekly

SPX formed a weak bear bar with a large lower wick last

week, indicating buying pressure. Odds favor another run 3800
up into the red-zone this week oo
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S&P 500 Daily

SPX pulled back to BB midline in a Bull Quiet
regime with a positive TL score of 3. Odds favor

a move higher this week with September high
3,525-3,600 level acting as an attractor b 3600
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https://macro-ops.com/how-we-find-the-ideal-trading-strategy-for-different-market-regimes/#:~:text=Each%20regime%20is%20a%20measurement,organized%20by%20Volatile%20or%20Quiet.&text=The%20SQN%20measures%20the%20average,and%20then%20square%20roots%20it.
https://operators.macro-ops.com/wp-content/uploads/2020/10/The-Consilience-Report-Aug-2020-Beware-The-Chihuahua...-1-1.pdf

Sentiment & Positioning
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Breadth
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Liquidity

. 3500 . rv-
High Yield Bond Spread I BAA Yield RoC Z-score L /

k3000 W k3000

m
W
I 5 ol =
2500 | ta)
= 2000
| = 2000

p ™ 10.00

S . T

} F6.00 F2.00

} i e als g N — = j ————— F0.00
-4.00 . s s P S

L "l b ™ e
2015 2016 2017 2018 2019 ‘ 2020 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 2020

SPX Index (S&P 500 Index) WHITE US HY SPREADS Daily 14JUN2015-260CT2020 Copyrights 2020 Bleomberg Finance L.P. 25-0ct-2020 14:30:00 SPX Index (S&P 500 Index) BAA YIELD ROC Daily 130CT2015-260CT2020 Copyright@ 2020 Bloomberg Finance L.P. 25-0ct-2020 14:30:09

L [0 L " 3500

Kansas Fed Financial Stress Index Bloomberg Financial Conditions Index !

3000 3000

2500 2500

= 2000 = 2000

[ 3.000

= 2.000

=4.000 = 1.000

i = 0.000
= 2.000 b_1.000
Ll u ]Ihll_._. S | P _— L . ‘ Il" o --2.000
f — | -|-||--||l|||||||||l|||||||"l||||"|""lll“l" ™ |l||r||||||||||||||||llr T Ill|l||||"||'|'|||“|' L] "||||||||||I|l| | ! e = 0.000 L 3.000

2015 ‘ 2016 ‘ 2017 ‘ 2018 2019 ‘ 2020 2015 2016 2017 2018 2019 2020

SP¥ Index (S&P 500 Index) Kansas Fed Fin Stress2 Daily 11AUG2015-260CT2020 Copyright® 2020 Bloomberg Finance L.P. 25-0ct-2020 14:30:17 SPX Index (S&P 500 Index) BBG Fin Cond + Ind. Daily 11AUG2015-260CT2020 Copyright® 2020 Bloomberg Finance L.P. 25-0ct-2020 14:30:25

10/25/2020 COPYRIGHT 2020 MACRO OPS -- ALL RIGHTS RESERVED 8



Macro
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Bonds: 10-year Futures Monthly

We’re in a bearish bond environment but the
tape remains in a sideways neutral regime
and we should expect this to continue until
there’s a confirmed breakout
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Bonds: 10-year Futures Weekly

Bonds are on breakout watch this week. A weekly bear bar would be
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Bonds: 10-year Futures Daily
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Bond/Yield Indicators
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Gold Monthly
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Gold Weekly
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Gold Daily
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Gold Indicators

Gold (GLD) Fund Flows (smoothed)
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EURUSD Monthly
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FURUSD Daily
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FEURUSD Indicators
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. . Bitcoin broke through the topside of its 12-month trading range this week, including the critical
B ItCO In Wee kly 13,000 resistance level. It’s in a bull quiet regime and the path of least resistance is up.

Rising GBTC Fund Assets, Active BTC Addresses, and Open Interest show increasing broad-based
adoption which bodes well for the long-term bullish trend. We'll want to see follow-through this
week to confirm the breakout, but odds strongly favor a continuation of the trend higher
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Bitcoin Daily
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Bitcoin Indicators
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The Four Pillars Portfolio

YTD Refurn updatsd 10112

24.80%
The Core Allocation
Large Cap Equities (/ES_F or VOO) 2504
Short-term Bills (/ZT_F or VGSH) 25%;
Long-term Bonds ((ZB_F or TLT) 25%;
Gold (/GC_F or GLD) 0%
Big Bets Thematic Cost Basis At Risk Risk Point Last Price Last Action
EarreesEER Beeptabaeitreleat 125 Ahere Bk LEs0 e ] Took profits
Eetsre B0} Hidden Boap i o B2E 246 422 Took profits
Interactive Brokers (IBER) Value/Technical $47.39 BE 541.14 549.41
Ammao, Inc (POWW) Value/fGrowth §2.30 150bps - $2.51 ed to position
Enlabs (NLAE) Secular Growth $27.25 100hps 521.10 530.70 d to position
Red Violet (RDVT) Cyclical Growth $17.85 100hps §13.45 522.89
Frontdoor (FTDERE) Secular Growth $44.22 100hps §39.50 42,06
Nintendo (NTDOY) Secular Growth $62.71 100hps §534.00 565.60
Cardlytics (CDLX) Secular Growth £86.07 100hps s60.50 58511 10/22/20 Added to position
Guillernot (GUT) Secular Growth £7.76 100hps 54.50 $8.20
Roku (ROEU) Secular Growth £192.68 S50bps £142.24 £223.96
Micron Technology (M) Secular Growth £54.70 100hps s46.00 552.85
Micron Technology (MU Jan 22' 100 calls  DOTM £1.38 100hps N/A $1.35
Greyscale Bitcoin Trust (GBTC) Secular Thematic $11.50 100hps $10.40 512.43
NOZ2020 or Q00 etf alternative Swing 11.525.00 100hps 11.000.00 11.663.00




