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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 e Slations

Fed’s faster taper and rate hiking path (BUT tapering is NOT tightening, it is NOT QT)
Inflation —is it slowing? PMI, China

Economic data slowing

Consumer sentiment collapsing (as mortgage rates jump 30 yr to 3.45%)

Omicron restrictions easing

Geopolitical tensions

China — high yield debt, house prices, first rate cut on 17" Jan since April 2020

Leverage and volatility

Copyright © 2021 Athena Financial Solution Ltd

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




Financial

What do the charts say and how will the central banks reacting? Athena Solutions

Sharp repricing of front end curves — here U.S. 2 IRS. (FF/OIS pricing EXACTLY 4 hikes in 2022)

Enable Overrides
Region: United States » Instrument: Fed Funds Futures »
Target Rate 0.25 Pricing Date [ 01/18/2022|=]
Effective Rate 0.08 Cur. Imp. O/N Rate

Meeting #Hikes/Cuts $Hike/Cut Imp. Rate A Implied Rate A.R.M.
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Source: Bloomberg

Implied Policy Rate..

Copyright © 2021 Athena Financial Solution Ltd




- Financial
Retail sales Athena | " solutions

2021 by far the strongest year on record

Adjusted Retail & Food Services Sales Total SA - Annual $ Change

1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
ATOTL Index (Adjusted Retail & Food Services Sales Total SA) Yearly 01JAN1990-31DEC2021 Copyright2 2022 Bloomberg Finance L.P. 14-Jan-2022 16:09:23
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U.S. December data

» Retail sales -1.9% (expected -0.1%)

» Industrial production MoM -0.1% (expected +0.2%)
« Uni of Mich. Sentiment 68.8 (expected 70.0)

« Current conditions 73.2 (ex 73.8) - ‘your current financial situation’

Source: Bureau of labour statistics, Bloomberg
1991-1994 1995-1999 2000-2004 2005-2009 2010-2014 2015-2019 2020-2024
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U.S. Q4 GDP estimates pthena | ./ T

Atlanta Fed estimates halved since end of November. U.S. Empire State manufacturing survey (business conditions)
Inflation crushing margins. Biggest miss ever from estimate.

M Atlanta Fed GDPNow GDP Forecast

Oct 5 Oct 15 Oct 22 Oct 29 . Nov16 Nov 24 Dec9 Dec15 Dec 29 Jan 7 Jan 14 Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

e E e 2015 2016 2017 2018 2019 2020 2021 2022
GDGCAFJP Index (Atlanta Fed GDPNow GDP Forecast) Daily 010CT2021-14JAN2022 Copyright@ 2022 Bloomberg Finance L.P. 14-Jan-2022 13:04:29
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CPI highest since 1982, core CPI highest since 1991
Yet consumer inflation expectations remain subdued

B UMich Expected Change in Prices During the Next 5-10 Years: Median 3.1
M US CPI Urban Consumers YoY NSA 7.0 L 140
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B CPI YOY Index - Last Price (R1) 7.0364
90« M NAPMPRIC Index - Last Price (L1) 68.20
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U.S. ISM PMI data pthena | ./ T

Weaker headline data ..... .... Significantly weaker prices paid index.
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Source: Bureau of labour statistics, Bloomberg 2016 2017 2018 2019 2020 2021
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Continued deterioration in NASDAQ athena |/ Foe

Nasdagq.... Breaking trendline and horizontal support (stops triggered) \Weak advance-decline line
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Source: Bloomberg
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S&P Key trend line support broken .... the KEY support level is 4500 S A Solution

—Percentage of S&P 500 members with price/sales ratio > 10

Source: Charles Schwab, Bloomberg, as of 12/31/2021.

Source: Bloomberg, Charles Schwab
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Russell 2000 (IWM) .... THE critical support 2127 sthera |/ oo

HUGE stop loss levels below 2127

Y ANN

\ 2348.354

2200
4/2127.319

2000

1800

Source: Bloomberg

Copyright © 2021 Athena Financial Solution Ltd

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




Financial
Fund managers fears Athena |~ solutions

e world's China-exposed stocks have climbed back to all-time highs
B MSCI World with China Exposure Index (R1) MSCI China (L1)
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Equity inflows in 2021 exceeded combined inflow of past 19 years combined SR A Solation

Chart 6: Inflow to equities exceeds combined inflow of past 19
years
Rolling 12m flows to equities (Sbn)
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Source: BofA Global Investment Strategy, EPFR
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Leveraged equity bets

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

US Equity Leveraged Bets

- JS Stockmarket Leverage (Net Margin
Debt + Net Leveraged ETFs + Net
Speculative Futures positioning)
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Source: Topdown Charts, FINRA, CFTC, Refinitiv
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Leveraged equity bets - standardised against market cap sthena | S

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

US Equity Leveraged Bets

- JS Stockmarket Leverage (Net Margin
2.0% Debt + Net Leveraged ETFs + Net
Speculative Futures positioning) /
1.5% S&P500 Market Cap
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Hawkish central banks, not inflation or growth scare.

Fear of Hawks
Fund managers surveyed by Bank of America see hikes as the biggest risk

B What do you consider the biggest ‘tail risk'?

Hawkish central banks
Inflation

Asset bubbles

Global growth scare
Covid-19 resurgence

China credit contagion - 4
U.S.-China geopolitics - 3

Source: Bank of America Corp. Global Research
Note: Monthly Global Fund Managers Survey carried out between Jan. 7 and Jan. 13, 2022. A total of
329 participants with $11 trillion in assets responded.
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Retail favourites

At what point do bond yields hurt equities?

AMC ENTERTAT HLD 18.85 ~0.12 (-0.61%) GAMESTOP CLA ( st Meme StOCkS (Basket)

465.22 / -3.63%

The Daily Shot*

Nov Decl]an Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec |Jan

2020 2021

Source: Bloomberg
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China credit impulse correlation with Japanese machine tool orders Athena | A" salutions

Japanese machine tool orders plunged in December

China Credit Impulse 12-Month Net Change vs. Japan Machine Tool Orders YoY% Change
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Source: Refinitiv Datastream, Bloomberg, Stouff Capital

Source: Refinitiv datastream, Bloomberg, Stouff capital
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Has the recovery trade peaked? Delta resurgence, supply chain constraints

Chinese house price growth (M-0-M %, NBS 70-city indices)
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== China: 70 city house prices (M-0-M %), Primary Market (NBS data) =—o
== China: 70 city house prices (M-0-M %), Secondary Market (NBS data)

Source: Longview Economics, Macrobond

Sources: Bloomberg, Longview economics, Macrobond
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Measures the impacts of new lending increments or acceleration of credits, to GDP growth.
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.No HODL! Support 41,000, below there targets 30,000

Source: Refinitiv datastream, The conference board, NFIB, Stouff Capital
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BUT ..... U.S. 2yr 10yr yield spread hinting inflation IS transitory Athena | " solutions

So what do the central banks do?

Source: Bloomberg
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ESG investment and China coal production
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ESG fund flows China coal production
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THANK YOU!

James Brodie

= K Y

Jamesbrodie@athenafinancialsolutions.com /AthenaCharts @jamesRbrodie
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