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



10/16/2022

Weekly Market Prep

Crash Insurance: Short-term Put Hedging Strategy

“If the market was going to bounce it will need to do so here. If it doesn’t, then that raises
the odds of a larger air pocket (read: market crash) ... This is an incredibly difficult market
environment to navigate ... So, we are left with what will likely be a grinding bear with
increasing crash risks and the propensity to see violent swings both up and down” via The
Trifecta Report dated 9/25/2022.

The volatile environment makes it difficult to cheaply hedge crash risk. The traditional way
of putting on naked shorts becomes more complicated as volatile daily moves mean we
have to place our stops wide, in order to stay in the hedge. A wider stop equates to a much
smaller hedge, which obviously isn’t ideal. In addition, the high volatility means buying long
dated puts or running our “50 Cent Strategy” are out of the question, as we’'d burn too
much in premium.

Luckily, there’s another little-known option. One that is routinely mispriced (read: cheap)
and insensitive to implied volatility, yet still offers tremendous asymmetry when there are
significant realized moves.
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https://operators.macro-ops.com/wp-content/uploads/2021/07/Vault_-50-Cent-Hedge.pdf

Weekly Market Prep

A terrific options trading book titled The Second Leg Down by Hari Krishnan, gives us some
insight into how we can do this.

The strategy relies on buying out-of-the-money (sub 25 Delta) put options with four days or
less days until expiration. We are intentionally choosing intra-week options since these give

us exposure over time horizons where the underlying distribution has the heaviest tails. And
historically, institutional managers favor hedges with a few months to maturity.

It’s uncommon to see strategies that require rolling weekly options. But this strategy has the
benefit of being very capital efficient. It’s not unusual to make 15x or more on your costs.

This allows us to risk a very small amount (less than 20 basis points [bps]) and still be
protected from a notional point of view. It’s important to point out that this strategy needs
to be applied with discretion (when data suggests crash risk is high). And is only useful
during periods of high volatility where other approaches to hedging are too costly and
inefficient.



Weekly Market Prep

We don’t know whether the seasonality / sentiment-driven-reversion bear market rally will
kick of soon, or if at all. But we do know from the data and the way the tape is acting, that
crash risks are very high — not to mention the numerous potential geopolitical shocks
currently brewing...

Because of this, we’ll be employing this strategy starting this week. Look for a trade alert
with the details tomorrow. And we’ll be rolling these options weekly, as long as the data says
it makes sense to do so. We’ll be buying Out-of-the-Money Puts (< 25 Delta) with < 4 days to
expiration, and we’ll be risking no more that 15 bps per hedge.

Our book is already strongly hedged with our high cash position, our Nasdag and DAX
shorts, and our USDCNH longs (USDCNH should continue to run as risk-off dominates). But
in a crash scenario, cross-correlations go to 1. Running this short-term strategy will help
ensure our book makes money in such a scenario.

Your Macro Operator,

Alex
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S&P 500 Weekly
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S&P 500 Daily
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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.

Sentiment & Positioning
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Market Internals

Cyclical vs Defensive & Consumer Discretionary
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Short-term Breadth
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Long-term Breadth

. . 18000 . 20000
NYSE New High-Low Oscillator Nasdaq New High — New Lows
10000
- 12000 6000
10000 4000
8000
= 6000 2000
4000
L 2000 1000
+1.00 k200
=0
-200
= -400
1995-1999 ‘ 2000-2004 2005-2009 2010-2014 ‘ 2015-2019 2020-2024 2000-2004 2005-2009 ‘ 2010-2014 2015-2019 ‘ 2020-2024
NYA Index (New York Stock Exchange Composite Index) NYSE New High/Low Main Daily 0SNOV1995-170CT2022 Copyright3 2022 Bloomberg Finance L.P. 16-0ct-2022 18:15:45 CCMP Index (NASDAQ Composite Index) Nasdaq New Highs - Lows Daily 21ALKG1998-170CT2022 Copyright3 2022 Bloomberg Finance L.P. 16-0ct-2022 18:15:55
: H 5000
» vance— cHRe e 20000
oMYSE Advance —Decline Line All US Exchange New Lows (smoothed 50 & 200dma) - 4000
3000
0.15M - 10000 2000
7000
. 6000 = 1000
0.1M+.-. 5000
4000 =600
3000
50000 r k1000
2000 r"' I
1
i/ ‘ ! J - } o0
0 ""'\J », ity / h-
P i boprs? B i -
07 '08 | ‘09 | '10 ‘ 11 | '12 | '13 ‘ '14 ‘ '15 '16 ‘ '17 ‘ 18 | '19 ‘ 20 21 ‘ '22 ‘ '06 ‘ ‘07 ‘ '08 ‘ '09 '10 ‘ 11 ‘ 12 ‘ '13 ‘ '14 ‘ '15 | '16 ‘ '17 ‘ '18 '19 '20 ‘ 21 ‘ 22 ‘
NYA Index (New York Stock Exchange Composite Index) NYSE Advance-Decline Daily 19JUN2006-170CT2022 Copyrightg 2022 Bloomberg Finance L.P. 16-0ct-2022 18:16:16  SPX Index (S&P 500 INDEX) All Exchanges New Lows Daily 21JUM2005-170CT2022 Copyright® 2022 Bleomberg Finance L.P. 16-0ct-2022 18:16:04
10/16/2022 COPYRIGHT 2020 MACRO OPS -- ALL RIGHTS RESERVED 11



Breadth Thrust
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Liquidity
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US Recession
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Bonds: 10-year Futures Monthly
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Bonds: 10-year Futures Weekly

- —
P
Iy
/

I ﬁqz*.‘ﬁ;lﬁr——‘— —
ﬁﬁ’ﬁ ++¢T?ID+?++¢ ‘é‘l+T¢TlD*l¢ "
) !?¢L.*I \\

‘ Lowrar,, o
!ﬁ“ ,jm E‘? T +*
!*m¢+ wlt+ In i ¢UI+TDFH|

*T+!$T$DI

Wt

145
140

135

\ 130

125

T F*H k115

=110

" Dec ' " Mar ' " Jun ' 'Sep' ' " Dec | ' " Mar ' " Jun ' 'Sep' ' " Dec |

2019 | 2020 | 2021
T¥1 Comdty (Generic 1st 'TY' Future) Bonds 10yr - WEEKLY Weekly 110CT2019-170CT2022 Copyright@ 2022 Bloomberg Finance L.P.

10/16/2022 COPYRIGHT 2020 MACRO OPS -- ALL RIGHTS RESERVED

i T T Sep T
2022
16-0ct-2022 18:18:43

16



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
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FEURUSD Indicators
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Portfolio PDF link

The Macro Ops Portfolio

PDF: https:/itinyurl.com/mo-portfolio

2022 YTD Return

Total Notional Exposure
Equity Exposure
Futures Exposure
Current Cash Value (%)
Total Capital At-Risk (%)
Total Drawdown Risk (%)

2021 Final Return 6.39%

2020 Final Return 66.40%

Futures, Bonds & FX Ticker Contracts Capital  Notional ActualRisk DDRisk  CostBasis Current Prica Current Stop L oss Initial Stop Loss R-Multiple (Curr) Total Notional Total Risk Total Drawdown Risk
US Dollar  Chinese Yuan {Second Leg) USDCNH 45,065 3332404 10.51% -0.35% 0.72% 35.82 35.05 SE.TT 232 124.30% 3.73% 2.04%
Mini Dax Futures FDXMZI2022 -1 -§138.618 -2.14% 0.25% 0.11% $12,268.00 $12,656.00 $12,656.00 -0.57

Mini Dax Futures (Third Leg) FDXMZ2022 -7 -5210321 -12.35% 0.26% -0.05% $12.178.00 $12,438 00 $12. 438 .00 -120

Mini Dax Futures {Second Leg) FDXMZ2022 A7 -3211.51 -1242% 0.28% -0.05% $12.130.00 $12,433 00 $12 43800 -120

Wheat Futures ZWz2022 5 5215.000 12.02% 0.65% 0.78% $8.51 S85.00 55.00 SE.06 021

Micro E-Mini NQ Futures MNGQZ2022  -iT -$265.200 21.44%  0.90% 1.87% $11.250.00  S10.744.00 $11.732.50 51173250

Euro / Canadian Dollar EURCAD 210,483 31,232,307 72345 1.00% 2.26% $1.33 51.35 $1.31 s1.at

US Dellar / Chinese Yuan (Third Leg) USDCNH 122,827 885,305 52.03% 0.78% 1.48% §7.12 §7.01 s7.01

US Dellar  Chinese Yuan USDCNH 52,013 5375318 22.03% -0.56% 0.81% $8.77 §5.95 S5.88

Equities Ticker Shares  Capital Notional Actual Risk DD Risk Cost Basis Current Price Current Stop-Less Initial Stop-Loss  Current P&l R-Multiple {Curr.) Total Notional Total Risk Total Drawdown Risk
Strategic 16.60% 11.75% 716%

Desert Control DSRT 10,026 SI744608 1.02% 1.84% 1.02% $3.13 S1.74 $0.00 S0.00 -45.41% -0.44

Eli Lilly LLY 508 S185,603.58  0.00% 051% 0.48% §333.00 $331.39 §316.00 $318.00 -0.48% -0.09

Merdy, Inc. MRDY 7.148 S15,083.15  0.80% 1.04% 0.20% $2.40 s2.11 30.00 S0.00 -15.28% 0.15

Clearpoint Neuro CLPT 4443 S42,3451  251% 325% 251% $12.48 S0.64 30.00 50,40 -2263% -0.82

Elock, Inc. 50 753 53370160 2.28% 5.11% 2.28% $115.48 S51.51 30.00 30.00 3% -0.55

Thematic Ticker Shares Capital Notional Actual Risk DD Risk Cost Basis Current Price Current Stop-Loss Initial Stop-Loss Current P&L R-Multiple (Curr.) Total Notional Total Risk Total Drawdown Risk
Paladin Energy PDN 82,850 $33,780.82 1.08% 2.55% 1.08% $0.63 $0.40 §0.00 $0.00 2.22% -2z 36.22% 20.77% 19.01%
Sprott Uranium UUN 3779 340 638 85 201% 261% 201% s$11.76 31314 $0.00 $0.00 11.70% 012

Peabody Energy BTU 363z 38392000 551% 0.70% 131% 32209 525386 81870 31320 12.48% 060

Sprott Uranium UUN arTe 54063585  2981% 261% 291% $11.78 s13.14 50.00 S0.00 012

Comstock Resources CRK 2,188 SaT.E5502  2.22% 0.50% 0.28% $18.22 $17.30 15.3 15.3 -0.49

Centrus Energy LEU 285 S37.10588  2.18% 261% 2.18% $45.13 53 $0.00 S0.00 0.17

Pantheon Resources FANR 32,282 $31,25550 1.84% 3.15% 1.84% 31.88 50.87 30.00 S0.00 0.42

Vista Energy VIST 5,457 $51,22254  2.50% 3.13% 350% 30.78 5112 30.00 S0.00 015

Metals X Limited MLX 254,102 S47.18138  277% 0.22% 0.53% 30.20 S0.19 50.15 S0.15 -0.35

VAALCO Energy EGY 10,070 $54,276.82 2.10% 0.51% 0.47% $5.48 $56.39 §4.60 $4.60 -0.08

Eldorado Gold Mining EGO 12,025 S50,14238  4.08% 0.78% 0.25% 35.48 S5.75 85.40 35.40 -0.82

Tidewater, Inc_ TOW 2161 35204585 3.06% 032% 0.77% 52450 32402 $13.00 31820 -008

Tactical Ticker Shares Capital Notional Actual Risk DD Risk Cost Basis Current Price Current Stop-l oss Initial Stop-loss Current P&L R-Multiple {Curr.) Total Notional Total Risk Total Drawdown Risk
Coupang CPNG 3,806 S61,853.71  3.64% 0.78% 0.08% $18.38 516.28 16 18 -18.00% -0.82 3.64% 2.30% 1.34%
Vista Energy ({Trade Around Strategic) VIST 4781 $53,63574  2.15% 0.51% 0.50% $11.28 s11.22 0.45 0.45

Merdy, Inc {Trade Around Strategic) NRDY 25,062 $54,702.88 2.22% 0.50% 0.17% $2.33 2.1 2 2

Shopify SHOP -1.748 -345.577.20  -2.08% 0.53% 0.61% 520.83 520.00 k] w75

_m Ticker Contracts Capital Motional Actual Risk DD Risk Cost Basis Current (Mid) Price Current Stop-Loss Initial Stop-Loss nal Total Risk Total Drawdown Risk
MU Jan 2023 $125 CALLS MU a2 S0.00 0.00% 2.28% 0.00% $473.00 S0.00 $0.00 S0.00 -1.00 1.50% 8.48% 1.50%

TSLA DEC 2022 §116.67 PUTS TSLA o $1,358.00 0.08% 0.37% 0.08% $703.32 $154.00 30.00 S0.00 0.78

AG JAN 2024 $20 CALLS AG 237 $13,062.24 0.82% 0.07% 0.82% §70.00 $50.00 §0.00 $0.00 -0.16

MO JAN 2023 $70 CALLS Mo 289 $1.485.00 0.08% 1.61% 0.08% $62.00 S5.00 50.00 S0.00 -0.85

HAL JAN 2024 $60 CALLS HAL 7 ST.421.34 0.44% 0.52% 0.44% $132.00 S110.00 $0.00 S0.00 0.17

EHF Jan 2023 $115 CALLS EHP 55 $1,375.00 0.08% 1.23% 0.08% $380.00 525.00 $0.00 S0.00 -0.83

CCJ Oct 2022 $19 PUTS ccl 132 S0.00 0.00% 0.28% 0.00% $33.00 S0.00 $0.00 S0.00 -1.00

EWJ JAN 2023 $50 CALLS EWJ 173 S0.00 0.00% 1.24% 0.00% $122.00 S0.00 $0.00 S0.00 -100.00% -1.00
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Appendix

Trifecta Lens & SQN Methodology & Case Study (link here)
e TL Score Theory (link here)
e TL & SQN Dashboard (link here)
* Trend Fragility Dashboard (link here)
Nervous & Numb Case Study (coming soon)
Volatility & Failed Volatility Breakouts (VBO/FVBO) (link here)
Hierarchy of Technicals (link here)
Currency Framework (link here)
Precious Metals Framework (link here)
How to Read Market Sentiment (link here)
Equity Supply & Demand Equation (link here)
50 Cent Conditional Tail Hedge Strategy (link here)
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https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/New-Vault-Template_-.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/10/The-Consilience-Report-Aug-2020-Beware-The-Chihuahua...-1-1.pdf
https://dashboard.macro-ops.com/tl.php
https://client.macro-ops.com/macro/
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/G-Doc-Vault-Template_-VBO-FVBO.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/01/Vault_-The-Hierarchy-of-Technicals.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/06/New-Vault-Template-2.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/07/New-Vault-Template.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2020/07/Vault_-How-To-Read-Market-Sentiment.pdf
https://g74vrwf99t25k81l11o7en5e-wpengine.netdna-ssl.com/wp-content/uploads/2021/01/Vault_-The-Ultimate-Supply-and-Demand-Equation.pdf
https://operators.macro-ops.com/wp-content/uploads/2021/07/Vault_-50-Cent-Hedge.pdf

