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it has relied.
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1 CHINA

Chinese stocks closed up a full percent on the Caixin PMI release, 
which claims Chinese manufacturing activity accelerated sharply to 
a ~3yr high in OCT... ONE day after the official PMI data signaled 
manufacturing growth slowed to a near ~3yr low. What didn’t make it 
into the CNBC headlines this morning is the fact that the PBoC is 
being forced to tighten liquidity conditions at a faster and faster rate, 
highlighted by their refusal to rollover repo this week (net -$85B 
drained; largest tightening since FEB) and their refusal to expand 
their MTLF during the entire month of OCT. No surprise to see the 
Shanghai Composite close flat on the week.



2 USD

The #1, #2, and #3 factors perpetuating Beijing’s inability to 
resuscitate the Chinese economy is the trending strength in the 
US dollar. While the DXY is down -0.5% WTD and -2.1% for the 
quarter, it still registers as bullish TREND per the @Hedgeye 
signal. With both the USD/JPY and GBP/USD nearing the 
bottom/top ends of their respective Risk Ranges (107.80-109.19 
and 1.27-1.30), the dollar’s consolidation process appears to be 
nearing an end. Could the USD make one final #Quad4, risk-off 
push higher here in NOV? The unprecedented divergence in Fed 
policy expectations suggests it may have to.



3 EARNINGS

As we published back in mid-April, U.S. equities have an overwhelming 
tendency to peak in #Quad3. As such, this fresh month-end-markup-all-
time-high in the SPY should not have come as a surprise to anyone not new 
to our research. To be clear, we entered Q4 thinking the #Quad4-to-#Quad3 
rotation would occur later in the quarter and we were wrong on that view. 
The primary reason for that is earnings have indeed come in better than our 
expectations, with 347 of 499 constituents having reported +0.2% YoY EPS 
growth thus far. As always investing isn’t about what you got right/wrong, 
but rather understanding why you got what you got right/wrong in order to 
proactively prepare for the future. On that front, investors who chased the 
rate cut + “better than expected earnings” FOMO in late-July were in the 
fetal position by mid-AUG and that’s the risk we see developing at the 
current juncture. 2020 numbers are still out to lunch with respect to our 
outlook.
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Caixin China Manufacturing PMI
November 1, 2019
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China Manufacturing PMI
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Chicago PMI
November 1, 2019
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Employment Cost Index
November 1, 2019
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Employment Cost Index: Wages & Salaries
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S&P 500 Sales & Earnings Growth 
November 1, 2019
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Our Research Process is REPEATABLE
November 1, 2019
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Sector Performance
November 1, 2019
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Sector Relative Performance
November 1, 2019
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Market Share Volume & Total Value Traded
November 1, 2019
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Style Factor Performance
November 1, 2019
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Rates & Spreads
November 1, 2019
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Key $USD Correlations
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CFTC
Non-Commercial
Net Long
Positioning

November 1, 2019
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Volatility
November 1, 2019
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Global Data
November 1, 2019
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