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Disclaimer

Past performance is not indicative of future results.

Any stock, options or futures symbols displayed are for illustrative 
purposes only and are not intended to portray recommendations.

There is a substantial risk of loss in trading futures and options. Past 
performance is not indicative of future results.
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What’s driving the markets? Fundamentals, Technicals, Trends and Risks

• Fed’s faster taper (BUT tapering is NOT tightening, it is NOT QT)

• Inflation – energy, food prices, broad commodities, supply chain, wage increases …..

• EMG rate increases

• Omicron restrictions

• Geopolitical tension

• China – high yield debt, house prices , RRR cut

• Leverage and volatility…..
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Inflow to equities exceeds combined inflow of past 19 years combined 

Source: BofA Research
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Nasdaq…. But only 25.75% components were above 200 dma on 6th December  Weak internals

Source: Bloomberg & Charlie Bilello

But broad market breadth is weak

Any trading symbols, entities or investment products displayed are for illustrative purposes 
only and are not intended to portray recommendations.
Past performance is not necessarily indicative of future results.
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Weak breadth in Nasdaq

Nearly 1/3 of the stocks in the Nasdaq comp are down 50% from their 200 day highs – SocGen

Source: SocGen
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Leveraged equity bets

Adding up margin trading debt, leveraged ETF assets, and speculative futures positioning
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Leveraged equity bets - standardised against market cap

Adding up margin trading debt, leveraged ETF assets, and speculative futures positioning
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Extreme positioning

U.S. TREASURY 10-YEAR NOTE FUTURES' NET SHORT POSITIONING HITS LARGEST SINCE FEBRUARY 2020 –CFTC  (Nov 29th)

Source: CFTC, Bloomberg
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Crypto rout

Dec 4th

410,000 crypto accounts liquidated in 24 hours (total $2.6 billion) (Source: zerohedge, Bitfinex)

Source: Bureau of labour statistics
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Inflation is rising?

• US CPI at 6.2% highest since 1982
• Spain producer prices index hit 31.9% in November
• Broad money supply increased 40% in 18 months
• Atlanta FED GDP showing real Q4 GDP accelerating to over 9%
………Yet FED rates are still ZERO, & balance sheet is still growing!

Source data and chart: Bloomberg US CPI
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Or is it ‘transitory’ 

• Inflation in energy prices, food and asset prices.
• Continued supply chain bottle necks and shortages
• But many commodity prices are starting to ease

- Global growth slowing
- Global ISM data slowing
- G3 credit impulse slowing
- Chinese property sector slowing

• UK retail inflation falling consistently for 2 years (UBS)……..

Source data and chart: Bloomberg, Zhengzhou thermal coal prices
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Will rising wages drag CPI higher?

Finding labour is a real problem in U.S. 

Unit labor costs are advancing at the fastest pace since the early 1980s…Over the last eight quarters, the quarterly 
annualized growth rate of non-farm unit labor costs is 5.2%, the fastest eight-quarter average annualized rate since Q1 
1983. (Source: Bloomberg, MKM’s Michael Darda)

Source: Macrobond and Nordea
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Are inflation expectations driving CPI higher?

Correlations are hard to discount.

Source: Macrobond and Nordea
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ISM prices paid as a lead indicator

Will producers be able to pass on the rising price inputs?

Source: Bloomberg
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Energy prices

European natural gas prices 1 month forward

Source: Bloomberg
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United Nations World food price index – getting closer to record high

Higher food prices are positively correlated to social unrest

Source: Bloomberg
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Inflationary forces

• Supply chain bottlenecks, lockdowns & electricity shortages
• Energy prices
• Food prices (& fertilizer)
• UK inflation expectations hit highest level in 25 years (UK office for national statistics)
• UK supply delivery times, 2nd worst on record (HIS market, CIPS)
• CAPEX for commodity producers declining 34% YoY (Bloomberg)
• 4% Americans have quit their jobs thanks to crypto gains (civicscience.com) but they are 

generally the lowest income brackets
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Deflationary forces

• Shipping and commodity price spikes are mean reverting
• Global growth ISM and credit impulse slowing
• China September house sales fell 36.3% (value, YoY, China National Bureau of Statistics)
• China junk yields at all time high
• UK retail deflation (for over 2 years) (Paul Donovan, UBS)
• US Housing ?? Zillow looks to sell 7,000 homes for $2.8 bio following algo failure (Bloomberg)
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China credit impulse and Chinese house price growth

Has the recovery trade peaked? Delta resurgence, supply chain constraints

Sources: Bloomberg, Longview economics, Macrobond



21 | AMERICAS  | ASIA-PACIFIC   | EMEA  | Athena Financial Solutions| What’s driving the markets? |  IBKR December 2021 | 

Copyright © 2021 Athena Financial Solution Ltd 

Deflationary forces – global credit impulse

Measures the impacts of new lending increments or acceleration of credits, to GDP growth.

Source: Macrobond and Nordea
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Margin pressures are building

.

Source: Refinitiv datastream, The conference board, NFIB, Stouff Capital
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Perhaps the most concerning data released in November

U.S. Q3 productivity plunged
• Productivity down -5.0%
• Unit labour costs up +8.3%     both heading in the wrong direction

Source: Bureau of labour statistics
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What do the charts say and how will the central banks reacting?

Sharp repricing of front end curves – here U.S. 2 IRS. (Fed chair Powell discussing possibility of 3 hikes in 2022)

Source: Bloomberg
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BUT ….. U.S. 2yr 10yr yield spread hinting inflation IS transitory

So what do the central banks do? 

Source: Bloomberg
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Russell 2000 (IWM) false breakout…… where next?

At what point do bond yields hurt equities?

Source: Bloomberg
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‘Trading and investing with discipline’ webinars

• 12 hours webinars

o Technical analysis 

o Behavioural finance

o Fundamental analysis

o Risk management 

o Peak performance

• 6 e-learning modules

o Equity trading

o Crypto assets

o Fx spot market

o Commodities trading

o Options

o Quantitative trading                40% discount (OX40)

https://now.intuition.com/trading-and-investing
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THANK YOU!
James Brodie

Jamesbrodie@athenafinancialsolutions.com /AthenaCharts @jamesRbrodie


