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“Quantitative approach for asymmetric results”

Sotheby’s: perfect share to do market timing

Figure 1: Sotheby’s monthly chart

The above chart contains two different instruments: the candlesitck one is the future of the SP500
index while with the black line is the world’s famous auction house Sotheby’s, with the ticker “bid”.
Why am I bringing to your attention this chart? There are a number of reasons but first of all
because Sotheby’s has perfectly timed the market in the previous two tops, in 2009 and in 2011 as
you can see from the red circles above each top.
Can Sotheby’s therefore be used to time the market? Unofortunately it seems that after two perfect
occasions, this time Sotheby’s is not really helping in spotting the top in the SP500. However if we
use the stock as an indicator, we can only record that the indicator (the stock) is divergent with the
index and therefore a possible change in trend could be expected soon.
In addition the indicator (Sotheby’s) is also making lower highs from the 2008 all time high, which
was 61 usd: in fact it arrived at 55 usd only in 2011 and in November 2013 it stopped at 54 dollars.
Not a good sign either.
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With the american equity market showing overall such strength, it is not a good sign that Sotheby’s
is actually at a stuggering -20% from its recent peaks, bringing the stock in a outright bear market,
similar to the Nasdaq Internet Index (https://finance.yahoo.com/q?s=%5EQNET).
Nobody will act upon only by looking at this chart but this is another sign among many others that
testifies that the US market is stretched and an increase in volatility must be expected soon. What
this will bring to investors in the near future is too early to tell, but in my opinion it calls at least for a
decrease in the exposure to the american equity market.
It is then interesting to study the Sotheby’s case in particular. In fact the company has been
tartgeted by the hedge fund manager Daniel Loeb, from Third Point which now is in the board of
directors with three seats.
The question is then, why a hedge fund manager should target an auction house? Of course the
first answer is that he percevies that the company is currently undervalued and wants to extract
more value from it; maybe there is another reason which is well hidden to mainstream public and is
a coming substantial increase in inflation in the US. Even though data are showing a very low level
of inflation, on the other hand the most popular bank note in America is the 100 dollar bill, or dining
in a very good restaurant will cost around 70 dollars plus tip each, or 1 gallon of gas (in New York)
costs an average of 3.77 usd while the average was at 2.78 usd in 2010 only, an increase of 35%
in just four years (source: http://newsroom.aaa.com/wp-content/uploads/2014/03/10-MostExpensive-Avg-Gas-Prices-3-17-1.jpg)
What is exactly my point? The point is inflation in the US is already increasing.
The “smart money” seems to already be already at work to protect themselves from future
substantial increase in inflation, if not outright trying to get advantage of it. What instruments can
be used to protect people’s wealth in time of inflation or hyper inflation maybe combined with a
loose in faith in fiat money? The best investments are the one called “collectibles” which means
vintage cars, gold coins, vintage stamps, jewelery and paintings or artistic artifacts in general, all
being the business in which Sotheby’s is in.
That’s why Sotheby’s is well on the spot, for those two main reasons: the first as a divergent signal
if we look at the stock and its behaviour in recent years in calling market tops, the second as a
possible flagrant signal that “smart money”are working to cope with increase inflation in the not so
distant future.
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Useful Links:
European Central Bank:
www.ecb.int
Bank for International Settlements:
www.bis.org
International Monetary Fund:
www.imf.org
Federal Reserve:
www.federalreserve.gov
US CFTC
www.cftc.gov

Disclaimer
Nothing in this report constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise
constitutes a personal recommendation. It is published solely for information purposes, it does not constitute an advertisement and is not to be construed as a solicitation or an offer to buy or sell any
securities or related financial instruments in any jurisdiction. No representation or warranty, either express or implied, is provided in relation to the accuracy, completeness or reliability of the
information contained herein, nor is it intended to be a complete statement or summary of the securities, markets or developments referred to in the report. The writer does not undertake that investors
will obtain profits, nor will it share with investors any investment profits nor accept any liability for any investment losses. Investments involve risks and investors should exercise prudence in making
their investment decisions. The report should not be regarded by recipients as a substitute for the exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investment or income may go down as well as up and you may not get back the full amount invested. Any opinions expressed in this report are subject to change without notice.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Options, derivative products and futures are not suitable for all investors, and trading
in these instruments is considered risky. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. For
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