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Monetary Experiments

. Macro Ops

“Our task is not to
maximise the chances
of price stability, under

the constraint of not

creating side effects.
There are always side
effects to monetary
policy. And we are not

at liberty to choose to

fail our mandate.” -

Draghi
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Why Experiment!

e Cause of this...
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Eurozone unemployment
Persons unemployed as a percent of labor force, seasonally adjusted
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*[n March of this year the ECB decided to increase

asset purchases from 60 billion euros a month to
80 billion euros a month

Asset Purchases

* They also added corporate bond buying which
started on June 8
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* The ECB has said that they will buy investment-
orade bonds from companies incorporated in the
Eurozone excluding banks

Specifics

* They can buy up to 70% of a corporate issue

* Of the 80 billion euro a month, analysts think 5-
10 billion will go to these corporate bonds
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Let The Games Begin

CorporateBorrowing Costs Tumble Below 1% as ECB PurchasesBegin
Average yield on investment-grade debt in euros is at lowest in more than a year
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Let The Games Begin

German 10-Year Yield Drops to Record Low
ield falls below level reached in April 2015

M German 10-Year Yield

Mar Jun

Source: Bloomberg Bloomberg @




Starting Big
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* On June 8™ the ECB bought big

* Anheuser-Busch InBev 2028 bonds rallied the
hardest

*Yields opened at 1.4% and fell to 1.339% by the

end of trading




6 Macro Ops
Target. Deploy. Profit.

* Many investors think that because of ECB buying,
corporate bond markets will become so illiquid
that they are not tradeable

The Risks

* But as Draghi said, side effects are not a concern

of his...
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BATS:EWK, W 18.37 W -044 (-2.34%) 0:18.79 H:19.00 L:18.33 C:18.37
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Under The Hood Qf EWK

Ticker

ABI

KBC

DELB

uce

S0LB

Mame

ANHEUSER BUSCH INBEV 3A

KBC GROEP
DELHAIZE GROUFR
LICE SA

SOLVAY SA

Sector

Consumer Staples
Financials
Consumer Staples
Health Care

Materials
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Country  Weight (%) Motional Value

Belgium 221 62,361 920.96
Belgium F. 12 19,985,617.38
Belgium .41 15,176,345.49
Belgium 4.57 12,836,494.11
Belgium 4.14 11,612 292.70
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* Anheuser-Busch InBev SA/NV is a multinational

Belgian-Brazilian beverage and brewing company
headquartered in Leuven, Belgium

e[t is the world's largest brewer and has a 25
percent global market share
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Pushing On A String

e EWK breakout looks weak

* Further efforts from the ECB are not working
anymore

* At this point Europe needs structural reform



DB About To Break Down

MacroOps published on TradingView.com, June 10, 2016 11:07 EDT
BATS:DB, W 15.87 ¥ -0.85 (-5.06%) 0:16.89 H:17.46 L:15.79 C:15.87
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Bad News Is Good News Still



Reaction Function

Bad News Comes Out

Market Assumes Fed Will
Back Off Tightening

S
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Assets Rally And Dollar
Weakens
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Jobs Number

* Market expected 159,000 added
* [nstead it came in at 38,000

* This immediately moved markets
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BATS:TLT, W 134.39 & +1.12 (+0.84%) 0:132.78 H:134.54 L:132.10 C:134.39
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COMEX_DL:SI1!, D 17.280 4 +0.235 (+1.38%) 0:17.055 H:17.340 L:16.950 C:17.280
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Dollar Index
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Hike Off The Table

CME Group FedWatch Lest Update 06/08/2016
June 15, 2016
Meeting Date: WEdnEEday, June 15, 2016 Corrent Previous Previous

. . Target . Day Month
Futures Expiry: June 2016 FPrevious Day Rate 9 Probability Probability | Probability

%o
Futures Price: 99.6300 Volume: 14,333 Rk Rk
Probability of Rate Hike: 4% Open Interest: 76,123 .30 95.3 58.1 B5.0
0.73 3.8 1.9 15.0

Implied Probability
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» Until this reaction function and central bank
backstop narrative changes assets will continue to

stay propped

* For downside to play out in the U.S. we have to
see a negative catalyst that changes the narrative

The Narrative
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Easier Conditions To Stay?

High yield spreads
Spread to worst, basis points
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- High yield energy

= High yield ex-energy & metals
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Follow Us!

StockTwits n

@ Al éX | https:// www.faéebook.com/ groui)s/ glo @Macro Op S

bal.macro.investing/

http://macro-ops.com



