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Disclaimer

The contents of this document are confidential and are meant for the intended recipient only. If you are not the intended recipient, please 
delete all copies of this document and notify the sender immediately. 

This document, provided as a general commentary, is for informational purposes only and is not to be construed as an offer to sell or solicit 
an offer to buy any financial instruments in any jurisdiction. This does not constitute any form of regulated financial advice, and your 
independent financial advisor should be consulted prior to taking any investment decision(s).

This document is based on information from sources which are reliable but has not been independently verified by Lighthouse Canton Pte 
Ltd and its subsidiaries ("LC"). LC has taken the reasonable steps to verify the contents of this document and accept no liability for any loss 
arising from the use of any information contained herein. Please also note that past performances are not indicative of future performance. 

Information contained herein are those of the author(s) and does not represent the views held by other parties. LC is also under no 
obligation to update you on any changes made to this document.

This document is prepared by Lighthouse Canton Pte Ltd and its subsidiary, Lighthouse Canton Capital (DIFC) Pte Ltd, which are regulated 
by Monetary Authority of Singapore (“MAS”) and Dubai Financial Services Authority (“DFSA”) respectively. MAS and DFSA has no 
responsibility for reviewing, verifying and approving the contents of this document and/or other associated documents. The contents of 
this document may not be reproduced or referenced, either in part or in full, without prior written permission from LC.

This document is confidential and is only intended for Accredited Investors and/or Professional Clients, as defined by MAS and DFSA.
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Macro Highlights
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US Inflation: Base 
effect kicking in
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Source:  BLS, Bloomberg and Lighthouse Canton 17th May 2022
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• Inflation number release bolsters indications that producer

and consumer inflation may have reached a peak.

• Core PPI came in below expectations, at 0.4% versus 1.2%

previously and expectations of a 0.7% gain.

• Inflation has seeped into stickier core services categories --

notably rents -- even as many goods prices are starting to

decelerate or decline. Yet a high proportion of the

surprisingly strong increase in core inflation (Core CPI

0.6% vs. 0.3% prior) was due to a mix of reopening effects

as travel picked up after the omicron wave of Covid-19, and

higher fuel costs embedded in airfares.



Dark Clouds Ahead-
US Consumer Survey
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Source:  University of Michigan , Bloomberg and Lighthouse Canton 17th May 2022

• The University of Michigan gauge of consumer surveys

dropped to a fresh cycle low as gasoline prices reached

new highs in the beginning of May. The decline was broad-

based as both current conditions and expectations fell.

• The preliminary reading of the University of Michigan’s

consumer-sentiment index for May dropped to 59.1 from

65.2 prior.

• May Uni. Michigan Consumer Expectations Index came in

at 56.3 after printing 62.5 in March.
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Fixed Income 
Highlights
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Fed: More Hawkish 
Surprises Are Unlikely
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Source:  BCA Research, 18th May 2022

• According to BCA Research, the Fed is unlikely to

generate any more hawkish surprises. Indeed, Fed Chair

Jay Powell stated on May 17th that the central bank will

increase interest rates until “we see inflation coming

down.” He also noted that “if that involves moving past

broadly understood levels of neutral, we won’t hesitate.”

• BCA notes that the muted reaction from bond markets

suggests that the Fed’s resolve to temper inflation is

already well understood by investors. Inflation dynamics

will ultimately dictate the extent of Fed monetary

tightening. Since inflation is expected to decline by end of

the year, BCA expects the Fed to temper the pace of the

tightening in H2.



Fixed Income – Executive Summary
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• The Fed can curb inflation by hiking rates somewhat above neutral, Charles Evans said. The Chicago chief said taking rates

50-75 bps above his neutral range of 2.25%-2.5% would get the job done. Colleague Patrick Harker said the bank can

achieve a safe if not necessarily soft landing and the economy can stand a "measured, methodical" tightening. The muted

reaction from bond markets suggests that the Fed’s resolve to temper inflation is already well understood by investors.

• UK CPI month-on-month (MoM) came in at 2.5% with Core CPI reading 6.2% year-on-year (YoY). Unemployment rate came in

a 3.7%. High inflation with tight labour markets is putting pressure on wage growth thereby creating a vicious circle.



Equity Highlights
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Investor Cash Levels 
at Highest since 9/11
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• Investors are “extremely bearish,” according to Bank of

America’s May global fund manager survey. Allocations to

cash surged to 6.1% from 5.5%, marking a 20-year high.

• Investors are very long cash, commodities, healthcare,

staples, and very short tech, equities, Europe, EM. Tech

allocation plummeted 23ppt m/m to net 12% underweight,

largest net underweight since Aug. 2006

• Global growth optimism is at all-time low, with net 72%

expecting a weaker economy ahead, while stagflation fear

are highest since Aug. 2008.

Source:  BofA Global Research, 17th May 2022



US Equities are still 
20% above pre-covid
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• Despite Nasdaq 100 being down -27% so far this year (as of

May 18th), the tech heavy index is still trading 26% above its

31st December 2019 level (i.e pre-covid).

• Most equities were priced for perfection and with the Fed

adamant to keep inflation under control in the US, we

believe there is more room for disappointment going

forward, especially if the Fed pushes the US economy into

recession.

Source:  Bloomberg, 17th May 2022



Equities – Executive Summary
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• The commitment by the Fed to achieve a (economic) “soft landing” to damper inflation has sent global equities lower this week.

US and European stock markets are pricing in a 70% chance that the economy will slide into recession in the near-term, according

to estimates by JPMorgan’s strategist. The bank cut its US GDP forecasts for this year and next, which is bad news for equities.

Retailers were particularly impacted. Target Corp. plunged (-25%) the most since Black Monday in 1987, a day after Walmart Inc.

suffered a similar fate, on signs that runaway inflation is hurting the US consumer and eroding profit margins. The S&P 500 slid

back to 3930 points and is now -17% YTD, as of May 18th, in very volatile sessions. Technology shares are doing even worse with

Nasdaq 100 down by -27% YTD.

In case you missed it:

• We remain very cautious as far as equities are concerned worldwide. There is no scarcity of reasons for investors to be concerned

about the global growth backdrop:

1. Major central banks have started to hike interest rates aggressively at a time of elevated uncertainty.

2. Financial conditions are shifting from quantitative easing to quantitative tightening.

3. The war in Ukraine is ongoing and continues to pose risks to energy supplies and global commodity prices.

4. Surging prices threaten to dent both corporate profit margins and consumers’ purchasing power.

5. The COVID-19 outbreak in China is negative for both domestic economic activity and global supply chains.

6. Higher food prices lead to social unrest.



Currencies & 
Commodities
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Luna & Terra: Game 
Over
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Source:  Bloomberg 14th May 2022

• Last week’s wobble, for what was supposed to be the most

secure section of the twilight zone of cryptocurrencies*, is a

cause of angst for investors and serious reflection for

regulators.

• The biggest stablecoin, tether, briefly broke its one-to-one

link with the US dollar, while terraUSD fell to zero, despite

being designed to track the dollar. Luna’s failure was “one of

the greatest catastrophes crypto has ever seen,” according to

Ran Neuner, a prominent crypto trader and outspoken

enthusiast for the tokens.

• The 21Shares Terra ETP (left) is a crypto ETP domiciled in

Switzerland, that seeks to track the investment results of

Luna. The ETP lost all its value on May 12th.

*It is hereby clarified that Lighthouse Canton does not provide any digital token services or advice on

acquisition of cryptocurrencies. Cryptocurrencies and the like digital assets are high risk and not

suitable for all investors.



EUR/USD: Parity is 
the most popular bet
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Source:  Bloomberg 10th May 2022

• Hedge funds are increasingly betting on a slide in the euro

to parity with the dollar for the first time in two decades. It’s

the most popular wager in the options market among bets

on a further drop in the common currency. Options pricing

shows the odds of the milestone being hit in the next 12

months have risen to about 50%

• This has drawn more than $4 billion in notional value staked

on $1.00 since the European Central Bank’s last meeting on

April 14, according to data from the Depository Trust &

Clearing Corporation. Traders are betting against

the consensus of analysts, who see the euro recovering to

$1.11 by year-end. Yet with the currency already down 7%

this year to about $1.05, more banks are also hedging their

forecasts.

1.05             1.04            1.03              1.02             1.01             1.00             0.95
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EUR/USD Vanilla Puts Billion



Metal prices are 
cooling down
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Source:  Bloomberg 19th May 2022

• Metals prices are sending another signal that the global

economy is probably slowing down.

• While Platinum and Coal are still in positive territory this

year, industrial metals (Copper, Silver and Iron Ore) are all

negative year-to-date. Most metals prices have corrected

so far in May, with performance ranging from 0% (Copper)

to -13% (Palladium).

• The economic slowdown in China (real estate rout,

lockdowns, etc.), the world largest consumer of

commodities, is particularly impacting commodity prices.

Perf. MTD Perf. YTD

Palladium -13% 6%

Platinum -8% 34%

Iron Ore -6% -8%

Silver -5% -6%

Gold -4% -1%

Coking Coal -2% 36%

Copper 0% -3%
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