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Alpha Access Monthly: August 2024 September 6th 2024

Our prior markets review of July, posted in the morning of August 2nd, we characterized it as “Rotations,
twists, and turns---it seems yet more to come”. Little did we know that there would be some historic violent
moves set off by a weak US jobs report and a modest Bo]J hike, most notably on Monday August 5th, with
NKY down 12% in one day, SPX fell 4%, and VIX hitting 65+. The latter received a lot of attention, we
believe unnecessarily so, as it was outside of US open hours (first started computed from 2016 onwards)
and the first tradable future expiring 21st of August reached an intraday high of 37.10. We note this not to
denigrate the moves, but place them in context. Moves were amplified as market participants, including
and especially retail, dumped risk first and asked questions later, especially in the unwinding of popular
trades such as long US large-cap Tech equities and the JPY carry trade. These types of situations, for both
discretionary and systematic hedge fund PMs, are an opportunity to pounce on any situation that gets
dislocated in the wider moves. The closest market comparable we have to this event was in August 2015,
when CNH was devalued; in the first 90 minutes of trading the markets sold off hard, due to how most

execution algos are configured.

Markets stabilized fairly quickly, by the end of the week, closing August 9th, SPX was down 4bps WoW.
Improved economic data, which indicated that US growth and consumption were staying robust plus layoffs
were not increasing, eased concerns of an imminent downturn. Followed by a dovish message from Fed
Chair Powell at Jackson Hole, helping to further reassure investors that the Fed is ready to step in and has
ample ammunition given they are teetering on the verge of a cutting cycle. Powell noted “The time has
come for policy to adjust. The direction of travel is clear, and the timing and pace of rate cuts will depend
on incoming data, the evolving outlook, and the balance of risks.". By month-end most equities has rosin,
with both the SPX and NDX posting monthly advances +2.28% and +1.10% respectively. In rates yields

moved lower led by the front-end as curves steepened and country spreads tightened.

At the micro level, NVDA earnings close to month-end took some shine off the Tech space, as it failed to
meet the top-end of expectations despite an earnings beat with gross margins normalizing and OpEx
ramping. Broader themes, such as Al and Megacap Tech, have taken a backseat, continuing to make new
local lows into September. Low Beta and high quality defensive plays have been rotated into, at the expenses

of cyclicals and Al leadership.
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