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• Inflation numbers on the Tuesday, 13 September, fell less than expected (CPI at +8.3% instead of 8.1% y-o-y and +0.1% m-tom) and therefore equity markets collapsed, and also gold and bitcoin, because the recent rebound was based on hopes
of lower inflation. Once again, gold and bitcoin are proving, that they are not a good hedge against inflation.
• KTS was expecting lower numbers than analysts’ expectations, because analyzing falling commodity and oil prices, and
also M2 growth and financial conditions, we were confident that market participants were still too high with their expectations.
• But, if we take a step back and analyze in details, the main contribution was housing/rents (under the segment core
services), with +0.34%, meanwhile because of falling fuel prices, transport costs decreased further. Food & beverage was
+0.11%. The other segments were basically flat (medial care, other goods & services, education & communication, recreation,
and apparel). See the chart of inflation’ contributors on slide 4.
• Most of market participants are arguing that the increase of core services is the consequence of central banks flooding the
economy with liquidity. The magazine The Economist is arguing that the tight labor market is the main issue.
• But KTS would argue, that increasing housing costs are actually due to much higher mortgage rates (the US 30-year is at 6%,
same levels like back in 2008 and basically doubled from the lows in 2021). Therefore it is legitimate to ask ourselves, in case
the FED keeps hiking rates, whether mortgage rates would still keep increasing and therefore we could experience a
“vicious circle”?! And we would have a high risk of de-railing of the US economy, being real estate around 18% of the total
US GDP?
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• Or is the real estate sector already in a deep recession, having for example the New York City condo sales collapsed, as a
combination of rising mortgage rates and sky high prices killing off the demand. Mr. Ippoliti also argues in his blog, that US is
experiencing a lack of new homes and the rise in mortgages only discourages the opening of new projects and this feeds
the problem of rising housing costs in the CPI. Therefore, by burning the whole castle, surely in the end the central bank
will contain inflation, however, this approach does not appear to be immune to contradictions. KTS believes, he has gotten the
right point!
• Having signals, that the US real estate’s general situation worsen at a very fast pace and therefore, KTS is asking itself,
whether the FED is already behind the curve again, by keeping increasing rates, when economic data are pointing out already
a strong worsening of the situation?!
• It is very interesting to read, how opinions are now really split. We were reading many commentaries and we would like to
list, the most important, which gave us some “out of the box” points and differentiating from the mainstream headlines, which are
only claiming we have not seen the peak in inflation yet. But analyzing deeper, we think, it is not the case. Inflation has peaked
and economy is already very depressed.
• We start with the blog of Mr Steno Larsen which argues that the shelter index in the CPI basket, which has a significant
weighting of 30%, lags the housing price development by up to 18 months! Basically, if house prices drop today, it will
take more than a year for the CPI methodology to realize this. Also Mr. Ippoliti is on a similar line.
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U.S. CPI, calculation of OER
• Mr Larsen go also into details on the calculation of the BLS (Bureau of labor statistics) for costs of shelter, because it includes
both renters and homeowners.
• For tenant rent the calculation is easy, the cash rent paid to the landlord (plus any utilities included in the lease). But for units
occupied by the owners, the BLS computes the Owners’ Equivalent Rent (OER).
• Data are collected every 6 months and the BLS adjusts for changes such as age of the property, neighborhood improvements
and physical renovations. Mr Larsen explains that, additionally, due to the fact that rents change and leases expire, typically
annually, a lag arises in the CPI.
• This is one of the reasons why housing/rents are often left out of inflation discussions in Europe, but not in the US.
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• For this reason, we would interpret from the blog of Mr Larsen, that investors should give less importance to the CPI housing
th
number of the 13 of September.
• In addition, Mr Larsen argues, that on the contrary to most analysts and newsletter-sellers, inflation has peaked, if you analyze
the SMEs (small and medium-sized enterprises) in the US. On the right-hand chart, we can analyze the historical correlation
between the NFIB (Small Business optimism Index) survey and the core inflation. As we can notice, the sentiment
amongst small business is very depressed and collapsed. Therefore we should expect a collapse of inflation very soon.

Inflation’ contributors (The Economist). Energy is a negative contributor.

Inflation has peaked if you ask SMEs in the US (Steno Larsen/Macrobond)
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• Another quite clear statement is from Mr Barry Sternlicht of Starwood capital, who is saying, “the economy is braking hard”
and consumers and CEOs confidence is miserable, and therefore, the FED needs to pump the brakes on rate hikes,
because if it doesn’t, it will cause a “serious recession”. Also the CEO of FedEx says, he expects the economy to enter a
worldwide recession.
• Meanwhile, economists like Mr Larry Summer, or even Nomura Bank, are “screaming” for a 100 bps rate hike by next FED
meeting on the 20-21 September. We like more to read the opinion of Mr Elon Musk, who is claiming that the FED should cut
already 25 bps, because they have already gone too far. Mr Jeff Gundlach and Ms. Cathie Wood are also arguing that the FED
should hike maximum 25 bps. Even if we argued in the past, that Mr Elon Musk lost his credibility with his tweets on bitcoin or on
the Twitter’s acquisition, we have to admit, that as an entrepreneur, he knows what he is talking about, on the contrary, economists
are living in their theoretical world and are mostly wrong, but no one is really keeping a track record on their predictions. The asset
manager MAN always shows in his presentations, how predictions and forecasts on the economy by economists, are most
of the times wrong. The asset manager MAN was keeping the track record of such predictions.
• About the calculation of the Owners’ Equivalent Rent (OER), we would like to also add, as we have recently analyzed with
Flossbach, that most of US house owners were renewing long term mortgages back in February 2021, when interest rates
were at 3% (lowest level) and therefore, KTS had the opinion, that consumers do not get completely squeezed, as some market
participants are arguing. On the contrary, with fix mortgage rates but increasing wages, many house owners are even profiting of
the situation and over a longer period of time, because usually, mortgage rates in U.S. are fixed over 25 years or more. Therefore,
it could be, there is a full disconnection between the calculation of the BLS on OER and reality?!
6

U.S. CPI
• We could assert that, meanwhile, the FED and market participants are focused on the CPI numbers in general, but the main
issue, is only the housing/rents contributor; we start to wonder, where the vicious circle is going to stop, especially, because US
citizens, but not only, have other bigger dilemmas, like inflation higher than wage growth and therefore are using savings to
compensate the temporary negative gap (saving rates are near historical lows, but according to GS, still at USD 2trn). Also
labor markets are deteriorating and for this reason, as we can analyze in the next slides, consumer sentiment is very
depressed, but inventories are at highs. As recently analyzed, people are working 2 different jobs, because are struggling
with the high inflation, so this is not a tight labor market in our opinion, on the contrary, people are already desperate.
• As we have seen, there were also very positive news: energy was the most negative contributor and US gasoline futures were
falling 47% from the highs in June and back at the levels of January 2022, around USD 3 per mmBTU, before the UkraineRussia conflict. Therefore, it looks that, at least in U.S., gasoline prices are falling back to the supply-demand balance and are
not based on high speculation anymore, which is very positive. The confirmation is also coming from the IEA, which says that fuel
demand in the U.S. substantially fell and therefore the FED creates in fact, demand destruction. Of course the release of
government oil reserves was also helping and the Biden’s administration announces, that is going to rebuilt such reserves only
when the oil price is going to fall under 80USD. In Europe unfortunately, the price is still at USD 65 and UK USD 45-50.
• Also the US used car prices are down substantially and back to long term average. Also for this reason, KTS was feeling
comfortable with the CPI numbers, having the main contributors on the upside during the last 9-12 months, back to normal levels,
at least in the US.
•
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• Not to mention the weak retail sales per August, as consumers are fighting to keep up with high inflation. The growth was
+0.3%, but excluding autos, sales decreased 0.3% for the month!
• Having railroads and labor unions reaching a deal to avert a strike, which imply an increase of 24% in pay over 5 years from
2020 through 2024 and include an immediate payouts averaging of USD 11, means higher transport costs in the future CPI
numbers, which is a negative factor.
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Further positive triggers on the inflation numbers: PCED on the 30.9.2022
• Mr Yardeni is arguing, that on the 30.9.2022, the PCED (personal consumption expenditures) numbers should be better
because CPI tends to overstate inflation relative to PCED.
• This because CPI inflation rates of both durable goods (especially furniture & bedding) and medical care services (especially
hospitals) tend to run hotter in the former compared to the latter according to his historical analysis.
• In addition, medial care services inflation in the CPI reflects the out-of-pocket outlays of consumers, meanwhile, PCED category
also reflects prices of medical care services funded by the government, which negotiates lower prices for such services.
• Finally, rent inflation is the same in CPI and PCED, but the weight is different: 31% by the CPI (which is too high
according to Mr Yardeni) vs 15%.
th

• Analyzing the equity market’s reaction on the 13 of September, it is possible, that lower PCED numbers could create the same
effect on the positive side?! Especially with such depressed market’s sentiment, which is only waiting for the right positive news?!
• Mr. Peccatiello is also arguing, that the substantial depreciation of the YUAN is also helping to export disinflation to the rest
of the world, though might not be enough to push CPI down where central bankers want to see it.
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Further triggers on the inflation numbers: M2 correlation
• On the right-hand chart, courtesy Mr. Steno Larsen, we can
analyze the historical correlation between the M2 and CPI core.
• As we can notice, the M2 collapsed and therefore it is to
expect, that also inflation is going to collapse sooner than
later.

M2 vs CPI core (source: Steno and Macrobond)
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Consumer confidence vs Inventories
• A reason why KTS still does not feel comfortable with the equity
market situation, is the speed of worsening of the global
economy combined with the fact that Central Banks are
still focusing only on the high inflation, which in KTS’
opinion, cannot be solely “cured” with increasing interest rates,
but geopolitic conflicts also need to find faster diplomatic
solutions.The right-hand chart, courtesy Macrobond/Nordea,
shows how total inventories in Sweden are at high, because
after the pandemic and opening up from lock downs, everyone
was producing to satisfy the increasing demand. But consumer
confidence is at extremely depressed levels, even lower than
year 2000, 2008 and 2020, which is somehow not explainable,
that people are panicking more than the pandemic or GFC
2008. We are impressed of the anxiety of the society on the
energy crisis and high inflation. The situation is similar
everywhere and high inventories means much lower production
going forward, which means hard recession, or people are
starting to consume again?
Source: Macrobond/Nordea via Syz Group
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But European economic data look less bad than feared
• According to the blog of Mr Steno Larsen, the Europe area
economic surprise index is starting to look less bad than
feared, which is a positive surprise also for KTS and very
supporting.
• KTS will have to understand, why the surprise index is turning
on the positive side. It could be that governments’ supports are
spurring optimism? As we have analyzed, CEOs’ sentiment is
extremely depressed and therefore we are surprised from a
rebounding index.
• Meanwhile, manufacturing purchasing managers index are
still contracting as per chart of The Economist (not attached).
Poland PMI is under 50, therefore in contraction, but Germany,
Italy, France are still at around 50, which means, the economy
is not expanding, but also not contracting.
• But, if we analyze US new orders to inventories, the ratio
has collapsed and therefore it points to weaker growth
ahead, which is going to be translated into lower earnings
for companies.

Source: Steno Larsen
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European industry
• The real picture of the economy is given by the association of German Chamber of Industry and Commerce (DIHK), which
warned that German companies are increasingly unable to access energy supplies on the market. Without energy, no
economy can run and in addition, energy prices have reached a level that threatens the existence of many companies. According
to a survey of the BDI, 58% of companies are saying that high energy prices are a challenge, but 34% believe that the
current crisis represents a matter of survival. It sounds even worst than year 2000, 2008, and even the pandemic 2020 and
we all believed, we have seen the worst!
• Without to mention German municipality utilities, which are “crying” for help and the government needs to respond fast.
• Also from UK we do not have better news. Apparently 6 in 10 manufacturing companies face the risk of closure due to the
energy crisis.
• A Bloomberg’s chart (not attached) is showing, how the MSCI Europe value index forward P/E ratio, below 8x, is as low as by
the pandemic, also during the sovereign debt crisis (2010-2013) and GFC 2008. We are invested into our best-in-class value fund
Classic global, which is unfortunately also over -20% YTD and therefore could not contain the equity market’s drawdown. There
is an obvious reason, why Europe value is so “cheap”. Having “old economy” industry, combined with high energy prices, by
many businesses the future is not bright and many manufactories will have to close down, as it happened already for the German
traditional producer of toilet paper, Hakle. Therefore, the European value market could offer some investment opportunities, but
it is very important to be invested via active managers, in order to avoid “value traps”.
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Macro and technical analysis
• The only way to take an investment decision, is to add the technical analysis to fundamentals.
• As we can analyze from the chart on our technical analysis’ slide, equity markets were rebounding at good support levels, giving
confidence, indexes were bottoming on higher lowers, which was a bullish signal. Of course, the rebound was based on the
th
expectations of lower CPI numbers, which did not happen on the 13 September and now, with the break down of the
lows of last week, the risk is again on the downside, especially because it is difficult to see other short term triggers. In fact,
th
on the next FED meeting (20 September), we all understood, that the FED is going to increase 75 bps, which is the market’s
expectation whereas we do not believe in a 100 bps. But we would expect lower inflation’ numbers for September, which
are published in October, and as explained on slide 7, the PCED number on the 30.9 could also be a positive trigger?
• As explained, analyzing fundamentals, there is nothing to be bullish and central banks indicated, more pain ahead.
• Mister Peccatiello is arguing that, with higher interest rates, he is modeling EPS for 2023 at USD 220 and with a 15x P/E, the
S&P 500 Index valuation would be around 3’500. Such levels would coincide technically with the 200d moving average
and the double bottom. Similar message also from Mr. Ray Dalio, who is of course short the equity market.
• Mr Jurrien Timmer, director global macro at Fidelity, is comparing the actual cycle with 1994 and argues, equity
valuations are not going to rally until the FED is done with tightening and the 2-year yield starts falling. We agree that the
major positive trigger for equity markets is a dovish FED and the rebound of last week expecting lower CPI numbers is also
the proof. An additional proof is for example the assertion of the CIO for USA of Credit Suisse, Mr Jonathan Golub, who said, just
before the release of the August’s CPI numbers, that a collapsing inflation would launch a powerful market rally. We would like to
remind, that the CIO of Credit Suisse Switzerland just went underweight equities last week!
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Macro, technical analysis and portfolio’ transactions
• We still believe that, having an extremely depressed sentiment, the downside risk should be limited to the formation of
a double bottom by the lows of June.
• Nevertheless, we had a strict stop loss at the lows of last week, because we believe that having Hedge Funds again strongly
shorted the market, momentum investors are going to “put” more pressure and cause the break down.
• We have increased our cash position, at least in the Optima dynamic fund and shorted 10% as a pair trade to our long
positions. We are going to trade also the short position and set strict stop losses. Net equity exposure is around 1/3.
• The put option hedge is closed, because the volatility is not increasing an the time value is the “killer” of the hedge with
short term options. According to Mr Lukof, on the 13.9.2022, it was the first time ever, that the S&P 500 Index dropped more
than 4% and the VIX Index stayed below 30! Because the volatility did not spike, our best-in-class volatility funds could not
reach any profits with the long volatility model, but at least are in line with the S&P 500 Index performance.
• Unfortunately we were not reducing our gold position, especially because it was rebounding nicely by the 1’700 USD level.
Normally for gold, September and October are seasonally strong, because of the Indian Monsoon wedding period.
• Regarding Bitcoin, we are not long. Meanwhile, even of our crypto arbitrage fund is not reaching the formidable performances of
last year, but still performing very well compared to the crypto market and peers, Fasanara is increasing the size by additional
USD 40mio from the actual USD 150 mio AuM, indicating, that there is still strong demand for such strategy, even if performances
are not strong in absolute numbers. But actually are much stronger in relative numbers, being flat YTD vs the crypto currency
bloodbath YTD. We believe, the crypto arbitrage strategy proven, that is a good diversification and therefore we are not suprised,
that more market participants, especially institutional ones, want to invest into the Fasanara crypto arbitrage strategy.
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Macro, geopolitical tensions
• Reading headlines, we also sense, that the geopolitical de-escalation, is not going to happen soon. On one side we read
that the US Senate panel approves USD 6.5 bn bill to fund weapons for Taiwan. On the other side, Russia is warning again, that
if the US is delivering longer-range missiles to Ukraine, needs to take additional measures, which is again a threat to use nuclear
weapons. Meanwhile, we start to realize, that the world is split into 2 blocs and the disagreement gap is growing.
• The fact that the USA is becoming the most important trading partner for Germany, followed by France and China fell on
the third position, is the proof, that the 2 blocs are consolidating and the fracture is getting deeper and deeper, which is not a good
sign of reconciliation.
• We also add the links to the interview of India’s Petroleum Minister, Mr Hardeep Singh Puri, justifying that the purchase of
discounted Russian oil is his responsibility vs. Indian consumer:
• https://www.cnbc.com/2022/09/05/india-says-it-will-look-carefully-at-russian-oil-price-cap.html
• In addition, reading the blog of Mr Brooks, he asserts, that the actual energy carveouts created a monster, with Russia’s biggest
surplus in history: USD 16.5 billion (January to August 2022 current account surplus), vs the historical average
(2007-2021) of USD 3 bn and for this reason, Russia has no interest and intention to find a compromise.
• For this reason, not seeing any short-term political resolutions, we have to be ready for the worst. As we have seen recently
(weekly report Nr. 35, 36 and others) many market participants are expecting more pain in the longer term.
• Therefore, it is important to understand longer-term repercussions of such a global shift and as we have recently seen, we
recognized some patterns and invested accordingly.
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Buy when the majority is focused only on risks
• We would like to mention the latest blog of Flossbach’s manager, who is rightly asserting, that for investors, which would like to
invest in the stock exchange, it is always better to invest in moments, like nowadays, where the majority of market
participants are mostly discussing risks, rather than the upside potential. Especially when you read a headline like Mr
Jeremy Grantham warning that the “super bubble” in stocks has yet to burst! As explained in the past, when equity markets
are correcting, the media always interview bearish investors, not the bullish ones and therefore we are not surprised to read such
headlines and, honestly speaking, we are not taking them seriously, because according to our analysis, we will experience more
upside potential in the next decade.
th

• We have to admit, that we were very surprised to read, that during the strong equity market correction on Tuesday, the 13 of
September, we had the second largest retail net flows of USD 2 billion into U.S. securities, this in a time, when savings are
falling, because citizens need to compensate high inflation. Market participants are expecting a capitulation of retails if the equity
market would re-tests the June lows. Goldman Sachs asserts, there are still USD 2 trillion in savings in U.S.
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Technical analysis on the S&P 500 Index
• In the short term, after the CPI numbers, the Index is breaking down the lows of last week, which were important short-term
supports. The rally of last week was based on the expectation of a lower CPI number for August. It did not happen and therefore
we do not have any short-term triggers for the moment.
• An investor can be bullish and expect a new bull market, only if the resistance of 4’330 points is broken. As long as it does
not happen, most investors believe, we have just experienced a bear market rally.
• The next support is the 200d moving average at around 3’600 points, which coincides with the fair valuation at 15x P/E.
• Analyzing the short-term chart on the left-hand chart, we can notice, that the index is falling out from the support, but even if the
S&P 500 Index would trade sideways, the consolidation would be up to November and therefore it is difficult to see clear upside
potential for the next 2 months.

Short term break down

Long term support at the 200d and double bottom
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Depressed market’s sentiment should be a strong support
• We agree that fundamentals are not supporting equity markets, but we also have to admit that the majority of investors are also
invested accordingly. BofA survey on risk appetite is at lower levels than in 2008 and 2020!
• According to Mr Ansidei, the CTA funds after the summer rebound have brought their net position on equities back to short
and bearish (chart on the left). In addition, as we have seen last week, traders are paying a record amount in out-the-money put
options. Volumes in PUT options are much higher than GFC 2008 and the pandemic in 2020.
• Meanwhile on the right-hand chart, we can notice, how the AAII bullish sentiment is experiencing the third consecutive
decline and is the weakest reading since the end of April 2022. Such over-bearishness increase the risk of a short
th
squeeze as soon as there are positive news. The first attempt failed on the 13 of September.
• The CNN fear & greed index is at fear, not extreme fear, but is going to shift very fast, if it corrects further.

Source: Mr Ansidei

Hover bearishness again (source: Bespoke via Syz Group)
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CFTC S&P 500 Index net non-commercial futures positions
• We agree with the CIO of Syz group, arguing that it is not a time
to be brave, and therefore we increased our cash by the trigger
of the stop loss, and we are trading a short position for 10% of
the portfolio.
• The CFTC (US commodity futures trading commission) S&P
500 net non-commercial futures positions have reached
levels last seen during previous downturns in 2008, 2011,
2015 and 2020.
• With the breakdown of last week's low, we believe hedge funds
will “put” further pressure on the equity market in the short term.
• We will closely monitor capitulation signals or major intra-day
reversals, which should indicate the correction's end.
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What happened after bear markets?
• We are re-proposing a chart showing historical performances
after a bear market (over 20% decline).
• As we can see on the right-hand chart, performances are
positive for the next 12 months.
• Therefore, we do not know where the bottom is yet, but we
know that if we buy into the correction on a 12 to 18 months
horizon, we will reach a significant profit. For this reason, we
are still “fishing” attractive beaten-down stocks.
• We also would like to add that the Benchmark of a balanced
portfolio 60/40, according to the magazine Financial Times
is YTD still at -15% or even deeper in red, especially after
the 13.9.2022. Therefore we can assert that KTS is very happy
with our “acceptable” negative performances.
• In addition we would like to mention again, KTS avoid the
substantial correction of the fixed income part of the portfolio,
being still positive YTD.
Source: Edward Jones via Syz Group
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Investment opportunities into mega trends or beaten-down stocks
• In the equity market correction, we keep “fishing” beaten-down stocks, which are in long-term mega trends, for example, the shift
of energy independence, big data revolution, AI, Web3, digitalization, Fintech, biotech, etc.
• We are building slowly positions, or selling puts, having now interesting high volatility in certain stocks.
• As we saw last week, most investors stay invested, but with a hedge, and therefore the volume of put options is as high
as in 2008 by the great financial crisis. For this reason, even if fundamentals are weak, investors are trying to focus on
sectors which are supposed to profit from mega trends.
• We are reading, according to IEA (international energy agency), via Mr Licata, that nearly 40 million people worldwide work in
jobs related to clean energy, representing 56% of total energy sector employment. As clean energy jobs include those
upstream, like building solar panels and producing crops for biofuels, as well as downstream, like operating wind farms, installing
energy, efficiency upgrades in buildings, and selling electric vehicles.
• In addition, according to the chart of Michel Arouet (not attached), renewable energy is still only a 5.7% share of global energy
consumption, moving from 2% ten years ago. Crude oil is still 31%, followed by coal at 27%, natural gas at 24% and hydro
at 6.9%. Finally, nuclear is 4.4%. As recently explained, in Germany, two nuclear facilities will keep production to at least April
2023. Nuclear is still 12% of the total distribution of energy sources in Germany.
• KTS is pleased to read about the substantial employment “power” in the sector. Considering that, going forward, more stimulus
packages in the segment will be implemented, this should support the labour market for at least the next decade, but more
importantly, dismiss fears of missing job creation due to automatization, giving comfort to consumers.
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Selection of beaten-down stocks
• The CIO of the Swiss Bank Julius Bär, is explaining that it is time to look at “beaten-down stocks”, precisely what KTS has been doing
for the last 2-3 weeks. Last week during the market rebound, we again experienced a big short squeeze on the most shorted
stocks, indicating that more market participants are “hunting” for attractive investment opportunities in beaten-down stocks.
• A good example is the stock DOCU US, which lost basically 80% from the highs and has an attractive and growing business
model, which is the base for our future in electronic signature.
• The company reported better than expected results on the 9th of September, and the stock exploded by over 13%. Such a business
model will not only grow in any market situation, but will also simplify the future way to sign contracts and help people to sign without
traveling. As JB is explaining in their outlook, the six key characteristics for selecting a stock are:
• Market-leading position: the company DocuSign is a leader in the segment
• Pricing power and growth prospects: as a leader and with one of the best technology, Docusign has pricing power. The beauty
of the business model is that the company is not only growing with new clients, but once the company acquires clients, the business
model is based on annual fees, giving annual cash flow stability.
• Earnings momentum and resilience: being a technology, which simplifies businesses and reduces traveling, saving money and
time, everyone needs to buy the technology. In addition, as explained, the growing client base, which is paying annual fees,
guarantees stable cash flows, allowing the company to plan R&D, acquisitions, and long-term growth and expansion strategies.
• Attractive valuation: as said, the stock lost 80% from the highs, and the company is profitable but corrected like a meme-stock.
DocuSign has stable free cash flows and is net cash; therefore no debt and could also be an M&A candidate.
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The top technology trends
• On the right-hand chart, courtesy of McKinsey via Syz group,
we can analyze the top 14 megatrends.
• KTS is invested in many of them via special investment
vehicles, and we feel comfortable with our exposure.
• Of course, we are monitoring daily for new investment
opportunities in such megat rends, and we believe in having the
right long-term and reliable partners to find attractive
investment opportunities.

Source: McKinsey via Syz Group
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Possible short squeeze in silver? Copper is in supply tightness
• Investors expect a short squeeze in silver, having borrowing
costs going parabolic, because of high short interests,
stabilizing ETF outflows, record deficits and surging solar
demand, with near record physical premium. But gold has
broken down after the CPI numbers, so even if silver is more
stable, it will be difficult to see a squeeze at the moment.
• Copper is experiencing higher spreads and is in
backwardation, pointing out that the copper supply is very
tight. Therefore also, copper’s price is poisoned to rise.

Silver borrowing costs exploding (source: SRSrocco report)

Bank loading up long silver (source: Mr Brady)

Lowest open interest (source Mr Brady)
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IPO of Porsche
• KTS will not be able to participate in Porsche's IPO, which is
supposed to be valued at a range of EUR 60 to 85 bn.
• We include some interesting charts on the structure, and
market cap but especially on the company's profitability.
• The shares of Porsche have been divided into 50% preference
& 50% ordinary shares. Up to 25% of preferred shares would be
placed. VW&Porsche Auto Holding would acquire 25% + 1
ordinary share.
Porsche-Volkswagen complex governance (Source Bloomberg/Syz Group)

Porsche is the second most profitable division of VW (Syz/Chartr)

Market capitalization of Tesla vs. VW, Toyota and Daimler (Syz group)
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Aramco and Saudi Arabia
• The net profit of Saudi Aramco last quarter was more significant than the combined profit of Amazon, Tesla, Meta, Apple and
Microsoft. Quite impressive!
• It is not a coincidence that Saudi Arabia will be the world’s fastest-growing major economy in 2022, outperforming the dynamic
Asian giants of China, India, Indonesia and South Korea, as well as the struggling G7 and other major emerging economies.
• KTS is not invested in Aramco and Saudi Arabia, but we are invested in Vietnam, which is also growing 7% p.a.

Q2 2022: 47.5 bn profit for Aramco (Mr Galan via Syz Group)

The economist via Syz
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General news
• According to polls, on the 25th of September, the Right-wing coalition of Meloni’s bloc could win a 2/3 majority in the parliament.
• The magazine The Economist published a detailed article showing the Democrats are likely to be able to keep the majority
in the Senate.
• We are reading that the lockdown in the city of Yibin caused the temporary closure of Tesla’s China battery supplier. Amperex,
the world’s biggest maker of batteries for electric cars, said its largest plant in China is operating as a closed loop system and will
enable it to operate in an orderly manner.
• According to Reuters, Chinese oil demand could contract for the first time in 2 decades this year, as it keeps up its covid policy.
Hundreds of millions of Chinese, who typically travel during the Mid-August Festival and Golden week holidays, are expected to
stay home to avoid being caught in a covid lockdown. Consumption could fall by around 380k bpd, according to the energy
aspects, which would be the first decline since 2002. Last year it was up by 450k bpd.
• After the invasion of Russia in Ukraine, international experts warned that a weak Mr Putin would most probably cause a breakout
of new conflicts in the region because Russia does not have the men power to control the whole area. On the 13th of September
2022, Armenia accused Azerbaĳan of an unprovoked attack and started to fight again, breaking down a 2- years truce.

28

The key of capital preservation
• We would like to re-propose the chart with the percentage
gains needed to recover from a loss fully.
• This is the key to successful long-term capital preservation,
and for this reason, KTS will always focus on limiting the
drawdown risk and investing capital into “wise” hedges.
• Such invested capital into hedges or for limiting the drawdown
reduces the capital gain but is priceless in moments of panic
and long-term capital preservation.

Source: compounding quality via Syz Group
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DISCLAIMER

This report has been prepared by KTS Capital Management AG (“KTS”) / VICTRIX AG (“VICTRIX”) and is intended
for information purposes only and does not constitute an offer or an invitation by, or on behalf of, KTS/VICTRIX to
make any investments. Opinions and comments reflect the current view of The Investment Team of KTS/VICTRIX
and not that one of a third party. We assumes no obligation to ensure that other such publications are brought to the
attention of any recipient of this publication. Investments in the asset classes mentioned in this publication may not
be suitable for all recipients. This publication has been prepared without taking into account of the objectives,
financial situation or needs of any particular investor. Before entering into a transaction, the investor should consider
the suitability of the transaction to his individual circumstances and objectives. This publication does not constitute
investment, legal, accounting or tax advice or a representation that any investment or strategy is suitable or
appropriate for individual circumstances, or otherwise constitutes a personal recommendation for any specific
investor. We recommends that investors assess the specific financial risks as well as legal, regulatory, credit, tax and
accounting consequences with a professional advisor. The information and data herein are obtained from sources
believed to be reliable but no guarantee can be made that the information is accurate or complete.
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