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Rally On, Wayne! Rally On, Garth! 

Betting that the “everything rally” will continue seems about as mature and responsible as two high 
schoolers hanging out in their parent’s basement and idolizing heavy metal bands, but that’s where I 
am right now. 

Major Headwinds 

There are two major headwinds that I see (there are probably many more out there, including a 
resurgence of inflation, but I either don’t see them as realistic or am dismissing them for now). 

• Geopolitical Risks 

o Support for supplying weapons to Ukraine is waning. The fighting is clearly at a 
stalemate. In all likelihood, the next phase of the war will feature a renewed Russian 
offensive later on this winter once the ground freezes. It will also be interesting to see 
if North Korean arms play a meaningful role. 

o Israel and Hamas. Israel is making progress towards eliminating Hamas as a military 
threat, but not without civilian casualties and difficulties maintaining support from its 
allies (more accurately, the citizens of allied countries). This effort is far more likely to 
be measured in months (not days), and the difficulties and risks of escalation remain. I 
continue to hear more concerns about supply chains, both due to the loss of production 
in Israel and also concerns for the safety of shipping in the region. 

o China and the U.S. The highly anticipated meeting between Xi and Biden (More Than a 
Photo Op) seemed to go well, although Biden’s use of the word “dictator” dampened 
the fireworks in the immediate aftermath. Nevertheless, the “easy” next step is to 
relieve tensions, either by reducing tariffs or by shifting the rules regarding various high-
tech sanctions. The easy and short-term “fix” is both easiest for politicians and what I’m 
betting on (especially given all of the other high-level meetings that occurred between 
the two countries leading up to the Xi/Biden summit). I expect that we get news that is 
good for markets from here, and I would own some Chinese stocks here for a trade. 

o My view is that maybe geopolitical headwinds are more than priced in at the moment. 

• Recession Risks 

o Maybe we are already in a recession?  

▪ The unemployment rate shot up from 3.4% as recently as April to 3.9% in 
October. That 0.5% move in a 6-month period seems concerning. While the  
Sahm Rule is focused on 3-month moving averages, it is worth noticing. 

▪ I don’t need AI (though it would probably help) to tell me that something weird 
is going on with consumers and retailers. Even my inbox is flooded with 
“storewide” discount offers. We saw a similar trend in autos when mailings 
went from “we want your used car” to “have we got a deal for you with your 
trade-in” to “winter sales events.” That was a very useful indicator for the 
Manheim Used Vehicle Index, which continues to decline. Sure, with AI scanning 
emails, looking at social media advertising, and parsing through earnings calls, 
we’d probably have “better” information than my subjective view, but I’m 
running with the view that sales are slowing more abruptly than expected. 

https://academysecurities.com/wp-content/uploads/Xi-Biden-Photo-Op-or-Defining-Moment.pdf
https://academysecurities.com/wp-content/uploads/Xi-Biden-Photo-Op-or-Defining-Moment.pdf
https://academysecurities.com/wp-content/uploads/Did-One-Word-Change-the-Xi-Biden-Meeting.pdf
https://fred.stlouisfed.org/release?rid=456
https://fred.stlouisfed.org/release?rid=456
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▪ For the first time in years, I feel that if I wait, I will get a lower price. That’s just 
me, but I suspect that far more readers will agree with this statement than 
disagree with it. As unscientific as that is, I’m running with it – schwing! 

o The Economist Who Cried Recession. 

▪ It is difficult (and dangerous) to be wrong twice. As we wrote in the piece linked 
above, there is a danger in continually calling for a recession and being wrong! 
Actually, there are two dangers: 

• Someone (or me the strategist), who calls the recession, loses credibility. 

• People are surprised by the recession when it actually hits. 

▪ The only “logical” view is that if you called for a recession, you are very careful 
about making another recession call. “Everyone” got it wrong the first time, so 

you get a bit of a “free pass” on that mistake. Much like the Fed reporting 
“transitory” inflation, you don’t want to be wrong again, because getting a 
second “free pass” is difficult. 

• I suspect that there is a massive amount of good (even great) bearish 
analysis on the economy that is being held back, restrained, or 
otherwise not making the circuits because it would be too embarrassing 
to be wrong again! 

• It was easy to be bearish on Treasuries and point to supply and D.C. 
because “everyone” was talking about it, the media loved it, and it was 
working. 

• It’s been difficult to be bearish on the economy, because it hasn’t been 
working, the media hasn’t had the time for it, and being wrong would 
waste a good “free” pass. 

▪ So, I think that the economy is slowing rapidly and we may be in a recession by 
year-end (while all these various agencies finish their revisions sometime in the 
2nd quarter of 2024). That risk is dangerous for risk assets! But the bulls have 
some time before those stories dominate the headlines for all the reasons above, 
and markets won’t get fearful until then. 

Since I’m bearish on the consumer, jobs, and the economy, you can understand why I don’t feel the 
need to argue why inflation fears (at least for the next few months) aren’t high on my list of market 
worries. 

The Tailwinds 

There are many potential tailwinds: 

• Seasonality. There is a reason why this report is sponsored by Wayne’s World. It is juvenile, 
simplistic, and entertaining (if not useful). We’ve made it to Thanksgiving, and sentiment has 
been and remains too bearish. There are plenty of reasons to talk about M&A (sellers have had 
enough time to lower their overly lofty expectations, and there is enough stability for buyers to 
step in, especially as financing costs got much more manageable in a very short time). All the 
year-end/Santa Claus rally stuff will get a lot of attention (more than usual) as the market’s 

https://academysecurities.com/wp-content/uploads/The-Economist-Who-Cried-Recession.pdf


!    Macro Strategy            Peter Tchir 

Rally On, Wayne! Rally On, Garth! 

November 19, 2023 3 

recent strength will fuel the supply of such analysis. I don’t love seasonality, but who am I to 

fight it? Especially when it will help my market views      . 

• Rates.  

 

The 10-year Treasury yield closed Friday at 4.43% (a level which it has bounced from recently). 
If yields go lower (I suspect that the data will help with this), then the next stop is around 4.3%. 
I see no reason for stocks not to respond well to yields as they head towards 4.3%. That is a 
number still “consistent” with a “reasonable” landing. Yes, we will start getting more and more 
recession calls in the coming days, but they will remain “background” noise and be easily 
dismissed. As we go below 4.3% that is when all those bears (who have been circumspect) will 
come out of the woodwork. So, lower yields (which is my main call) will help stocks until 
around 4.3% where the narrative will become more difficult (especially when the media and 
analysts will “unleash the hounds” of bearishness). It will take some negative news to reach 
4.3% (given all the other issues). Lower inflation due to a better relationship with China can help 
initially, but we won’t be at 4.3% without some serious doubts about the state of the economy. 

• Return chasing. I am not worthy! Okay, I had to work that line into today’s report somehow, 
and this seemed to be the best place. 
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We all know how much of this year’s return has been driven by just a handful of stocks.  

The QQQ (a Nasdaq 100 ETF) is up 46% versus 22% for QQE (an equal weighted version). SPY 
(S&P 500) is up 19% vs 4% for RSP (an equal weighted version). IWM (Russell 2000) has eked 
out a 3.4% gain and was negative on the year as recently as last week! 

Look at what is starting to happen as of late: the laggards have been driving the show, especially 
to the upside! On Friday, the “major” indices barely moved, but the equal weighted versions 
did well, with the Russell 2000 increasing more than 1% to gain over 5% on the week! 

If there is one “pain” trade left for funds, it is being long the “magnificent” stocks versus being 
short everything else. If I was a massive hedge fund, one area that I’d try to squeeze higher into 
year-end would be the laggards (like the Russell 2000), partly because people are underweight 
or short, and partly because the market caps of companies in this index are smaller and they 
are easier to push around. I’m looking for a massive catch-up into year-end on the equal 
weights and Russell 2000! 

The tailwinds might range from whimsical (seasonality) to technical (the laggards turning the corner) 
and rely on equities “misinterpreting” or “translating” lower yields “incorrectly” for a period of time. 

Bottom Line 

It may seem like some of my headwinds are tailwinds, but that is deliberate. Geopolitical risk is being 
priced in overly negatively at the moment, and I expect that news on the China/U.S. front will help 
mitigate risk. 

It may seem like some of my tailwinds are headwinds, but that is on purpose. The move to lower 
yields will, at least initially, be more important than the reasons for those moves to lower yields. 

I like rates and more inversion in the curves. Still using 4.3% on 10s as a near-term target. 

I like credit. While we didn’t discuss credit directly in this report, I remain very bullish. Yes, supply will 
be higher than normal in December as issuers take advantage of the “unexpected” reprieve in rates, 
but there should be plenty of money available. That is especially true for BB issuers who can fill the 
void left in the BB space by Ford’s upgrade (Ford entities were upgraded by S&P to BBB- recently, 
making their bonds eligible for Investment Grade Index inclusion). I continue to believe that investors 
will rethink “credit” risk in terms of the U.S. government, and get more overweight credit products 
(please see last weekend’s Safety Dance where we try to explain this in greater detail). 

Equities. I love the laggards and like the rest (for now). Use 4,600 on the S&P 500 as a target to watch 
(which seems like it could coincide with 4.3% on 10s), but be heavily skewed to the under-owned 
names, indices, and subindices as I think that the combination of positioning along with everything else 
will drive extreme outperformance! 

Rally on! Schwing! 

Just because something is juvenile and immature, doesn’t mean that it’s bad! Kind of like this 

“everything rally.”       

  

https://academysecurities.com/advisory/macro-strategy-insights/
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Disclaimer 

This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or 
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or 
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly 
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information 
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity 
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable 
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and 
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary 
information and, therefore, will not, without express prior written consent, disclose such information to any person, 
company, entity or other third party, unless so doing would contravene governing law or regulations.  

This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted 
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates 
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but 
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without 
independent verification, the accuracy and completeness of all information available from public sources.  

Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or 
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein 
imposes any obligation on Academy.  

Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority 
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking 
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by 
the registration of certain principals. 


