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IN THIS ISSUE:- 

Market Briefing 

 

 

US economy still firing—credit still holding in 

Yield curve not yet critical 

But increases approaching key magnitude 

 

 

 

Bonds v Commodities:  An easy choice 

Best run in years, coming from low base 

What could go wrong? Positioning, the USD, 

monetary slowdown 
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Charge me more—or else! 
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Still cooking & keeping credit 

spreads compressed 
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UST 10y v 2y: Source - FRED

Context is all. Curve renormalizing, 

not yet signalling trouble 
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But the move away from trend is 

now in a sensitive area 
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The best protection for your 

bonds? Commodities. 
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US Corporate Bonds v Commodities, deviation from 7.2% CAR: Source - BoAML, S&P

15% in 6 months: best since 

mid 2011 

To do no more than revert to the mean, bonds 

have to fall 20% in relative terms. NB in the 

previous four oil-led rallies of commodity pric-

es, bondss in fact fell to opposite extremes 
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US Equity v Commodity Returns; deviation from 9.3% log trend: Source - MSCI, GSCI

9.4% = best six months 

since Aug 2008! 

To do no more than revert to the mean, equities 

have to fall 35% in relative terms. NB in the 

previous two oil-led recoveries of commodity 

prices, equities in fact fell to opposite extremes 
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As good as it has been, the recent run has not 

been excessive by historical standards 
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Nor has the rally yet done much to repair the damage of 2014’s shale 

oil bust. Commodities still lie ~40% below their trendline in real terms 
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WTI building value above the old range (midpoint of the 2014 slump). Once into the low $70s & absent 

a rapid change of mood, we look poised for a spike to the low/mid $80s Not good for bonds or Tech 
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Gold is still stuck in its $1300/70 trading range—much to the chagrin of 

the Armageddonists out there. 

 

With risk assets better bid for choice, with volatilities again sagging, the 

dollar firming and with bond yields back on an upward path, the gold 

bugs are not having things all their own way 
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US Rates 3m-30y normalized Net Spec position in 1-year equivalents: Source - CME, CFTC

2004-16 mean -$150bln

sigma $335bln  

Last reading -$2.7 trillion

We know there are records amount of  debt to term out or 

hedge, but can there really be anyone left to sell? 
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Long as % OI (rhs)

Net Non-Commercial (lhs)

contact[at]phenixcam.ch

Conversely, given shorts are largely frackers, 

the longs must be the weaker here 
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Both Chinese and American banks are currently struggling 

to attract deposits, braking the rise in monetary aggregates 
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More a matter of short covering than any committed 

bullishness as yet, but worth keeping an eye on 
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WHAT THE FIRM OFFERS 

 

The fruits of a lengthy exercise of full intellectual independence, trading in, commenting upon, and 

analysing markets, placed fully at your disposal to help enhance your investment process. 

Dedicated personal interaction, as well as written assessments, to enliven the debate and to mitigate 

risks by broadening the circle of opinion. 

Detailed macro/market research with the possibility of undertaking special commissions upon re-

quest. 

Ideas and arguments to incorporate into your existing framework of client communication either as 

‘white-labelled’ material or, if you wish, to present as the stand-alone opinion of one of your firm’s 

expert counsellors. 

Assistance with content for reporting, proposals, marketing, etc. 

Education and training. 

Public speaking to entertain and inform you and your invited guests. 

For more information and to discuss the specifics of  what we can offer, please write to  

info[at]cantillon-consulting.ch 
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Disclaimer 

 

All content is intended to give general advice only. The investments and instruments mentioned therein are not necessarily suitable for every individual and you should use this information 

in conjunction with other advice and research to determine its suitability for your own circumstances and risk preferences. The value of all securities and investments, as well as the income 

derived from them, can fall as well as rise. Your investments may be subject to sudden, often substantial, declines in value which may not be recoverable; others may expire worthless after 

a specified period. You should not buy any of the securities or other investments mentioned with money you cannot afford to lose. In some cases there may be significant charges which 

may reduce the value of your investment. You run an extra risk of losing money when you buy shares in certain securities where there is a large difference or ‘spread’ between the buying 

price and the selling price, a circumstance which means that, should you sell them immediately, you may get back much less than you paid for them. In the case of investment trusts and 

certain other funds, these may use or propose to use the borrowing of money in order to increase the size of their exposures and/or invest in other securities with a similar strategy. As a 

result, movements in the price of the securities may be more volatile than the movements in the prices of those underlying investments. Some investments may involve a high degree of 

such borrowing (often referred to as ‘gearing’ or ‘leverage’) This means that a small movement in the price of the underlying asset may have a disproportionately large effect on that of your 

investment. Accordingly, a relatively small adverse movement in the price of the underlying asset can result in the loss of the entirety of your original investment. Changes in rates of ex-

change may have an adverse effect on the value or price of the investment and you should be aware that additional dealing, transaction, and custody charges for certain instruments may 

result when these are not traded in your home currency. Some investments may not be quoted on a recognised investment exchange and, as a result, you may find them to be ‘illiquid’. You 

may not easily be able to trade your illiquid investments and, in certain circumstances, it may become difficult, if not impossible to sell the investment in a timely manner and/or at its indic-

ative price. Investment in any of the assets mentioned may have tax consequences regarding which you should consult your tax adviser. All reasonable care has been taken to ensure that all 

statements of fact and opinion contained in the either written or spoken form are fair and accurate in all material respects. All data is from sources considered to be reliable but its accuracy 

cannot be guaranteed. Investors should seek appropriate professional advice if any points are unclear.  

 Copyright ©2018 Cantillon Consulting Sàrl. Any disclosure, copy, reproduction by any means, distribution, or other action which relies on the contents of such materials, 

made without the prior written consent of Cantillon Consulting, is strictly prohibited and could lead to legal action.  


