
Shapiro – Weekly Update – 11/14/21 

Macro/Sector – Overbought/Oversold Indicators 

• While indexes were more mixed last week as the market dealt with a very strong CPI print that 
resulted in higher interest rates and a breakout in inflation breakevens yields, they finished the 
week with a bang on Friday even after an atrocious UMich sentiment reading which showed a 
bifurcated economy of rising asset prices but plummeting spending intentions. Welcome to a 
world of central banking experiments gone wrong. But for now, with continued liquidity coming 
(albeit at a modestly tapered pace), investors are seeing equities as TINA and are ramping 
exposures into sectors that benefit from higher prices and into companies with pricing power.  

• Speculative fervor in the single stock options markets is running wild and with this week being a 
monthly expiry week, we suspect similar single name call buying craziness as investors chase the 
story of the day with upside calls leaving dealers to scramble to hedge exposure, exacerbating 
the virtuous circle of higher prices into the end of the day, only to see that call premium 
eviscerated the next day if the name doesn’t stay in the news. This is the trading world we live in.  

• Vix expiry is Wed morning and regular Opex is Friday. Vix is not at the lows coming into the week 
so we expect vol sellers to come in early to grind vol down into expiry, leading to stronger 
markets to start the week, likely aided by some positive rhetoric coming out of the Biden-Xi 
meeting on Monday night. However, as the days go by, we will be getting closer to Biden’s Fed 
pick decision which if not Powell, has the potential to spook investors in a normally quieter 
Thanksgiving week next week that would come after a lot of protection comes off this Friday. That 
is a dynamic worth hedging for as we exit this week’s trading.  

• DSI– TR 67, TY 62, SPX 77, NDX 72, VX 15, JPY 30, DXY 72, EUR 19, AUD 48, CAD 33, MXN 
64, BT 79, CL 59, HO 55, RB 74, NG 71, GC 67, SI 67, PL 49, CP 55, C 52, S 31, W 77, LB 21 

 

Overbought/Oversold Indicator

Index Percentile Index Percentile
SPY Equity 93.4% SMH Equity 97.7%

USGG2YR Index 92.9% XLB Equity 97.3%
MOVE Index 92.3% IYT Equity 95.5%

MSZZMOMO Index 91.8% XLK Equity 94.5%
QQQ Equity 91.0% GDX Equity 94.1%
XAU Curncy 89.5% XHB Equity 92.9%

CSCUBKAE Index 86.0% XLY Equity 90.4%
CDX hy CDSI GEN 5Y Corp 83.1% ITB equity 86.8%

IWM Equity 82.3% XRT Equity 86.1%
kc1 comdty 81.4% XOP Equity 85.6%
cnh curncy 80.8% XLP Equity 84.3%

UB1 Comdty 80.5% IYR Equity 82.4%
c 1 comdty 78.6% XLE Equity 81.1%

BBDXY Index 75.2% KRE Equity 80.8%
GSCBMSAL Index 68.3% XLI Equity 79.6%

SPRP10T Index 65.7% IGV Equity 76.8%
CL1 comdty 61.9% SPLV Equity 73.0%
wn1 comdty 61.8% XLV Equity 72.9%
TLT Equity 61.6% VLUE Equity 70.7%
xbt curncy 59.7% XME Equity 69.6%

GSTHWBAL Index 53.4% MTUM Equity 64.1%
EEM Equity 52.3% XLF Equity 58.3%
mxn curncy 51.7% FXI Equity 54.7%

usyc2y10 index 48.5% OIH Equity 53.9%
USGG5Y5Y Index 47.0% XLU Equity 47.2%

HG1 Comdty 46.2% EWW Equity 45.7%
RX1 Comdty 43.5% FDN equity 45.0%

CDX IG CDSI GEN 5Y Corp 42.5% RSX Equity 39.5%
aud curncy 42.4% EZA Equity 38.3%
brl curncy 36.2% XBI Equity 33.7%

HYG Equity 35.8% EMB Equity 33.6%
MSZZGRVL Index 35.1% SXPP Index 23.4%

VIX Index 35.0% XLC Equity 19.9%
xb1 comdty 33.2% VXX equity 19.4%
jpy curncy 24.9% EWZ Equity 14.8%
XU1 index 22.2%
s 1 comdty 21.1%
eur curncy 18.1%
ed4 comdty 12.2%

Sector/Factor Distributions*Sector/Factor Distributions*



Week Ahead – Important Macro Events 

• US Data  
o 11/15 – Empire Manufacturing 
o 11/16 – Retail Sales, Import/Export Price Index, IP, Capacity Util, Business Invs, NAHB 
o 11/17 – MBA Mortgage Apps, Building Permits, Housing Starts 
o 11/18 – Claims, Phili Fed, Leading Index, KC Fed PMI 
o 11/22 – Chicago Fed Nat Activity Index, Existing Home Sales 
o 11/23 – Markit PMI, Richmond Fed 
o 11/24 – Claims, Wholesale/Retail Inventories, GDP, Personal Consumption, Durable 

Goods, Core PCE, Cap Goods, PCE Core Deflator, Personal Income 
o 11/29 – Pending Home Sales, Dallas Fed 
o 11/30 – House Prices, Chicago PMI, Conf Board 

• Fed Speakers – Lots of speakers coming this week and we have the potential for a Biden 
announcement of Fed chair either this week or next. As inflation expectations and breakeven 
yields continue to break higher, we are looking for signs from the Fed about when they believe 
inflation expectations have become unanchored. At that point, the Fed would look to accelerate 
its tapering agenda and likely begin raising rates. But according to them, we are not there yet.  

o 11/16 – Barkin, Bostic, George, Daly 
o 11/17 – Williams, Bowman, Mester, Waller, Daly, Evans, Bostic 
o 11/18 – Bostic, Williams, Evans, Daly 
o 11/19 – Waller, Clarida 
o 11/24 – FOMC Minutes 

• Germany Data and ECB 
o 11/15 – Lagarde 
o 11/19 – PPI, Lagarde, Weidmann 
o 11/23 – Markit PMI 
o 11/24 – IFO Expectations 
o 11/25 – GDP 
o 11/27 – Retail Sales 
o 11/29 - CPI 

• China Data  
o 11/14 – Home Prices, Retail Sales, IP, FAI 
o 11/21 – Rate decision 
o 11/29 – Manufacturing and Non-Manufacturing PMI 

Week Ahead – Important Company/Industry Events 

• Reporters  
o 11/15 - TSN 
o 11/16 – HD, TDG, WMT, LZB, GSM 
o 11/17 – LOW, TGT, BIDU, LAC, ZIM, TJX, CPA, NVDA, HP, SQM 
o 11/18 – BERY, KSS, M, BJ, XEC, AMAT, JD, ROST, BABA, DADA 
o 11/23 – DLTR, RIOT 
o 11/24 - DE 

Current Positioning/Big Picture Thoughts 

• I continue to discuss an environment of rising inflation and rising inflation expectations becoming 
more embedded in the public psyche, increasing the risk of a runaway inflation environment in the 
coming quarters. For now, despite breakeven yields breaking out to post GFC highs (see chart 
below), the Fed continues to say that inflation expectations remain well anchored and that they 
expect transitory inflation pressures to alleviate next year, thus there is no rush to tighten financial 



conditions. Under that setting, it is hard to be too negative on equities as an asset class as most 
investors perceive equities as a strong inflation hedge, particularly those with pricing power and 
those companies furthest upstream. We are in an enviroment where the equity vigilantes are in 
control and are going to find the pricing levels and speculative frenzy behavior creating an 
environment where inflation expectations become unanchored and things start to break. Despite 
inflation breakevens at the highs, most US equity indices close to the highs, speculative fervor in 
the option market on fire, IPOs of zero revenue companies going to the valuation moon, it 
appears we arent there yet. So more fireworks to come. Party like its 1999. 

 
 

• One risk on the horizon over the course of the next 1-2 weeks is the announcement of the next 
Fed chair. We see it as a race between Powell and Brainard and frankly its too close to call. 
While I think most market participants expect Powell to be nominated, Biden re-nominating a 
Trump pick to run the Fed and not having all of his Democratic senators approve him (Warren is a 
no, Manchin may be a no) would seem like an own goal for his economic agenda and would risk 
further splitting up the Democratic party at a crucial time when they are trying to pass the Build 
Back Better Agenda amidst plummeting polling data. It seems to me like pivoting here for 
Brainard and blaming Powell for the inflation in the country would be a smart tactical decision by 
the Administration to get ahead of the inflation concerns before they really spiral out of control. 
While there is a perception that Brainard is more dovish than Powell because she is a Democrat 
and seen as progressive, her recent speeches have discussed the possibility that the Fed may be 
wrong on inflation near term while her recognition of the structural inflation coming from the shift 
to a greener economy may actually show her to be more willing to inflation fight than Powell. And 



she is certainly more hawkish on regulatory reform such that a shift in the Fed toward less asset 
purchases and more funding for the real economy may actually be seen as something that could 
halt the inflation momentum. Finally, as far as her ability to be confirmed, she has already been 
Senate confirmed twice, including by Manchin as well as some Republicans that still remain in 
office (specifically Collins and Murkowski) so I don’t think there is much risk on that front. 

• If Brainard is the pick, I think markets are likely to react negatively at first due to the uncertainty 
that comes from a new head at the Fed. That being said, given the perception of her dovishness, 
I think the market’s most likely next reaction would be to sell the US$. As long as that selloff in $ 
doesn’t lead to a material sell off in the back end of the curve, equities should largely be fine. But 
if bonds sell off aggressively, out of fears that she won’t be able to be hawkish enough on 
inflation, that could be a recipe for equity pain. Either way, she is perceived bad for banks so I 
think we should consider shorting KRE or XLF immediately upon her announcement or potential 
look to have some puts on just in case she is chosen.  

• If Powell is the pick, I suspect we will see more of the same, probably leading to a blow off top 
through year end for the record books.   

• The House is supposed to vote on BBB this week. We suspect it will only come to a vote if Nancy 
believes she has the votes to pass but regardless, Manchin doesn’t seem willing to get onboard 
here quickly so this is likely to be tabled until after the holiday when all of government will have to 
come together again to deal with funding the government for next year and the debt ceiling saga 
again. These are potential risks brewing further out but for now, the market is not concerned. 

 

Working On   

• Agriculture Exposure (MOS, CF, NTR, CTVA, BG) – Ag prices are starting to break out again and 
demand trends remain robust while supply shortages globally are still a concern. As inflation 
continues to elevate and investors seek hard asset exposure, we believe agriculture related 
equity names will benefit mightily from a combination of favorable volume and price trends as 
farmers spend more on inputs now for the next crop season. Fertilizer prices have been 
exploding higher in recent weeks on back of supply shortages in China and Europe, which have 
both had to shut down marginal, higher cost capacity in these fertilizer markets due to shortages 
of upstream energy to make these chemicals. US producers have seen more price improvements 
and are poised to benefit with market share gains. Same is true for agricultural chemical 
producers 

• Alternative Energy Exposure (ALB, MP, FCX, CCJ, KRBN) –  
o We continue to hold onto names that benefit from market share gains and generally 

euphoric sentiment attached to the EV space. Both lithium and rare earths will be long 
term winners and while valuations are elevated, momentum remains incredibly firm. 

o Copper is another backdoor alt energy play and we see FCX as the main beneficiary as 
investors look for bank shot plays on both alt energy and inflation.  

o Uranium will be part of the green energy solution.  Both France and China are seeking to 
extend the life of nuclear facilities and uranium demand is expected to continue to 
outstrip supply. CCJ is the biggest, most liquid producer.  

o Carbon Credits – Europe continues to utilize its carbon credit system to force sustainable 
shifts in energy production and despite higher near-term energy prices, they have 
remained resolute in their desire to keep this system in place.  

• Upstream Commodity Chemicals (WLK, CE, OLN, LYB) – US petrochemical producers are still 
able to capture strong margins given their ability to procure still cheap natural gas in the US to 
make chemicals that compete globally with producers that buy expensive oil or coal to make the 
same chemicals. This btu-arb is a trade we have played countless times in the last several years 
and these names sell commodities like polyethylene, chlor-alkali and acetic acid which are seeing 
price spikes in recent months 



• Cheniere LNG – Benefits from energy shortages in Europe stemming from weather issues this 
summer which have led to lower-than-expected Russian natural gas production available for the 
European market in addition to ESG trends which have priced out coal from the region. LNG 
exports from the US to Europe can help fill some of this energy need and Cheniere is the largest 
exporter of natural gas in the US 

• Bitcoin and Gold – both should continue to benefit in a rising inflation expectations environment 
that we expect to continue through year end 

• China Property Market related Shorts in Iron Ore and Steel (BHP, RIO, TECK, MT) – We 
continue to see slow demand growth for iron ore and steel in China on back of concerns about 
China property market debt situation. While more support will be thrown at existing developers to 
make sure they make bond payments, this doesn’t mean that new capital will be coming in 
quickly to support new demand for construction materials. These shorts help provide us some 
balance to an otherwise very long commodity and short US$ book 
 

Interesting Charts/Threads 

• While this past week’s 6% CPI print was one for the recent ages, if we actually used the old 
methodology for calculating CPI, people would be freaking out seeing double digit inflation 
already. The Fed has lost the plot here and the Biden administration isn’t doing much about it, 
which is being reflected in the polls and has Democrats starting to worry. I suspect this is part of 
the reason why we are hearing about replacing Powell as he can at least be blamed for this if the 
Admin wants to change course. 

 
 



• Inflation is going to be the talk at the table around Thanksgiving this year and we suspect higher 
inflation expectations will become further embedded into the public’s psyche as we head into the 
holidays and year end. Thanksgiving talk about inflation and could help Bitcoin price momentum 
into year-end as well as all your rich, crypto relatives show off about how smart they have been. 

 
  

• Last week’s UMich Sentiment reading was a disaster. Full stop. More and more consumers are 
being priced out of the real economy due to high prices of goods and inability of the supply chain 
to catch up fast enough. This has a stagflation feel and sentiment now is worse than at the trough 
during Covid. Markets appear to be rewarding companies with pricing power and those that are 
most upstream and hurting companies that are susceptible to margin squeeze from higher costs. 

 



• When central banks start to tighten, global growth momentum starts to decelerate. This is likely 
going to be a 2022 problem. Even though the Fed and ECB are on hold, the rest of the world is 
already starting their tightening campaigns to offset inflationary pressures

 
 

• 2022 will also have to deal with rising costs and margin pressures. Forward looking indicators of 
earnings growth suggest strong headwinds are on the horizon. But this is next year’s problem 

 
 



• There is a growing disconnect between rising stock prices, momentum in the real economy and 
Biden’s approval ratings. Stock markets are front running the front run hearing, basically saying 
that if there is any real economic weakness, the Fed will never really be able to raise rates so 
may as well just continue buying equities now, particularly while liquidity still flows in. Not exactly 
sure how/when this will end but we are watching 

 
 

• There is an interesting, albeit not surprising, dynamic in the labor market now where more and 
more workers are quitting their stocks in search of better, higher paying jobs. This can really be 
seen the most in small business setting, where small business owners have the hardest time 
paying up to keep workers. This is how a wage/price spiral gets going and we suspect these 
trends will continue again in 2022. 

 
 



• So, you’re saying there’s a chance!! While Bitcoin has become the new flavor for the inflation 
crowd, there are plenty of dinosaurs around how still like Gold as a store of value for the last 5000 
years, including central banks who all hold some on their balance sheets. A monetary policy reset 
that comes from fiat debasement is likely to have a major revaluation in the price of gold 
somewhere along the way 

 
 

• Financial Humor Meme of the Week: 

 



• Inflation Meme of the Week – Look out for signs from mainstream media saying that we shouldn’t 
worry about inflation, inflation is actually a good thing and we should embrace it. 1984 anyone?

 
 

• Can’t wait to live in the metaverse 

 
 



• Bull vs Bear Spread – Ratio expanded again last week. Still not at extremes and the DSIs 
alleviated a little last week as well 

 
 

• GS US Financial Conditions Index – Modest tightening of financial conditions last week on back 
of a hotter than expected CPI print but for now, if the Fed doesn’t care, the markets don’t care. 

 



• Daily Relative Rotation Graph – We are starting to see early signs of waning momentum for 
Discretionary (think TSLA) and Growth while some positive momentum for materials and inflation 
related areas. Energy is starting to come up a bit as well and we think further momentum there is 
possible unless the Admin does an SPR reserve release or export ban to try to tame higher 
prices this holiday season  

 
 

• Most overbought/oversold sectors 

 
 

• Cumulative Volume Indicator – Breadth continues to improve and new highs minus lows are 
making highs. This rally is broadening out. We are loathe to step in front of this anymore 

Most Overbought Sectors Most Oversold Sectors
S5CMER Index S&P 500 COMP&ELECT IDX S5BIOT Index S&P 500 BIOTECH INDEX
S5SSEGTR Index SP 500 SCdss&SCds Eq TR S5ITEL Index S&P 500 INTGR TELCM  IDX
S5SSEQ Index S&P 500 SEMI & SEMI EQUP S5FDDI Index S&P 500 FOOD DISTR INDEX
S5SEEQ Index S&P 500 SEMICNDCTR EQUIP S5ADVT Index S&P 500 ADVERTISING IDX
S5INDG Index S&P 500 INDUST GASES IDX S5DPOS Index S&P 500 DATA PRCS & OTS
S500 FP Equity AMUNDI S&P 500 ESG UCITS ETF S5CONE Index S&P 500 CONS ELEC INDEX
S5SPRE Index S&P 500 SPCTLY RET INDEX S5TOBA Index S&P 500 TOBACCO INDEX



 

 


