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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 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 17th Jan since April 2020

• Leverage and volatility…..
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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. (FF/OIS pricing EXACTLY 4 hikes in 2022)

Source: Bloomberg
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Retail sales

2021 by far the strongest year on record
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Perhaps the most concerning data released in November

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
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U.S. Q4 GDP estimates

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

CPI highest since 1982, core CPI highest since 1991
Yet consumer inflation expectations remain subdued
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ISM prices paid versus CPI
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U.S. ISM PMI data 

Weaker headline data …..                                                                …. Significantly weaker prices paid index.

Source: Bureau of labour statistics, Bloomberg



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

Copyright © 2021 Athena Financial Solution Ltd 

Nasdaq…. Breaking trendline and horizontal support (stops triggered) Weak advance-decline line

Source: Bloomberg

Continued deterioration in NASDAQ
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S&P Key trend line support broken …. the KEY support level is 4500

Source: Bloomberg, Charles Schwab
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Russell 2000 (IWM) …. THE critical support 2127

HUGE stop loss levels below 2127

Source: Bloomberg
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Fund managers fears

.
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Equity inflows in 2021 exceeded combined inflow of past 19 years combined 

Source: BofA Research
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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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Fund managers fears

Hawkish central banks, not inflation or growth scare.
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Retail favourites 

At what point do bond yields hurt equities?

Source: Bloomberg
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China credit impulse correlation with Japanese machine tool orders

Japanese machine tool orders plunged in December

Source: Refinitiv datastream, Bloomberg, Stouff capital
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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
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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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Crypto currencies

.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

So what do the central banks do? 

Source: Bloomberg
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ESG fund flows China coal production

Sources: Morningstar direct, Bloomberg

ESG investment and China coal production
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THANK YOU!
James Brodie

Jamesbrodie@athenafinancialsolutions.com /AthenaCharts @jamesRbrodie




