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VERY LAST CHANCE?

US FOREIGN SUPLY CHAIN CONTRIBUTION + US MARGINS OUTLOOK + GLOBAL EQUITY INFLOWS +
US EARNINGS SEASON DISTRIBUTION
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Shifting from the Just-In-time economy to the Just-In-Case inventory model: this is the evolution that
most companies are implementing, drawing lessons from the supply chain crisis. And, as already
evoked, combined with increased onshoring/reshoring, this will come at a cost that belongs to the
numerous elements confirming that a secular change is under way. Chart 1 highlights the sectors that
will be the most impacted in the US.

It is also why we can’t celebrate the current earnings, for those that actually beat expectations. Once
again, markets are forward-looking animals, such that the focus is always on what’s coming next. And
in that regard, the outlook for margins is far from encouraging (chart 2 + 4), as current levels are not
sustainable while they belong to the past.

Meanwhile, chart 3 displays the massive and historical inflows that have flooded into equities this year.
No wonder the loss of efficiency of technical analysis in such a context, and the persistent Pavlovian
buying on dips.

Last but not least, as mentioned yesterday, the current fortnight will see the main part of the 3Q
earnings season in the US.
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3/4 of “wave 1 or A” has been retraced, while a 9-demark warning is now flashing. If our scenario is
correct, it is time to reverse on the downside. Confirmation required below the key support.
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The past days’ rally (ie “wave 3 or c¢”) should be over (confirmation below the 1°* key support). The
setback that should now develop will be key, as drawn above.
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As stocks such as Baba etc are excluded from the index above (on contrary to the FANG+ index), the
latter gives a better view of the US tech sector. And we can count five clear upwaves since March 2020
such that, as long as the upper bound of the past months’ sideways range is intact, the risk will remain
on the downside.

Ps: on the other hand, any breakout on the upside would open the door to a resumption of the

uptrend.
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Whatever the wave count to adopt since the top of mid-February, the current incapacity to rebound
is worrisome and the range (triangle?) developed since last July is far from encouraging.
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As five upwaves waves are coming to an end (confirmation below the 1% key support) since the bottom
of October, the pullback expected to follow suit will be key in order to confirm that wave IV is still
under way.
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