
 

December 23, 2017 

Dear Investors, 

Individual investors have the lowest allocation to cash since the 2000 market peak: 

 

Source: FBN Securities 

Active investment managers have their highest ever long equity exposure in history of this series. Even 

the bears are net long: 
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Schwab’s overall client cash is at the lowest levels in the history of the data. This was a key indicator at 

prior market tops in Q1 2000 and Q3 2007, also prior to the 2015 selloff: 

 

BAML fund manager survey shows record risk taking: 

 

 

 

 

 

 



 

The put/call ratio is a great contrarian market timing signal and is signaling extreme bullish over-

crowding: 

 

Source: FBN Securities 

Intra-day trading action in December has deteriorated, much more selling into the close compared to 

most months all year: 

 

Source: FBN Securities 



 

Hedge funds are the most leveraged and the most net long in the last five years and may be starting to 

sell. 

 

Volatility in corporate credit is signaling the top of a business cycle: 

 



 

 

We have shown across six different measures encompassing the totality of the income statement, 

balance sheet, and cash flow statement why the US stock market is at all-time high valuations, higher 

than 1929 and higher than 2000: 

https://www.crescat.net/wp-content/uploads/Crescat-Capital-Q3-2017-Quarterly-Letter.pdf 

We have established that China is the largest currency and credit bubble of our lifetime: 

https://www.crescat.net/wp-content/uploads/Crescat-Capital-Q2-2017-Quarterly-Letter.pdf 

We have illustrated the importance of selling at or before an historical market top and the fruits to be 

gained by selling short: 

https://www.crescat.net/wp-content/uploads/Dec-2017-1929-Revisited.pdf 

Investors today are the most net long and the most bullish they have ever been. These set-ups happen 

but a few times in a hedge fund manager’s career. 

We wish you and your families the best this holiday season. 

 

Sincerely, 

Crescat Capital 

© Crescat Capital LLC 

 

 

 

Case studies are included for informational purposes only and are provided as a general overview of our general investment 

process, and not as indicative of any investment experience. There is no guarantee that the case studies discussed here are 

completely representative of our strategies or of the entirety of our investments, and we reserve the right to use or modify some 

or all of the methodologies mentioned herein. Only accredited investors and qualified clients will be admitted as limited partners 

to a Crescat fund. For natural persons, investors must meet SEC requirements including minimum annual income or net worth 

thresholds. Crescat funds are being offered in reliance on an exemption from the registration requirements of the Securities Act 

of 1933 and are not required to comply with specific disclosure requirements that apply to registration under the Securities Act. 

The SEC has not passed upon the merits of or given its approval to the Crescat funds, the terms of the offering, or the accuracy or 

completeness of any offering materials. A registration statement has not been filed for any Crescat fund with the SEC. Limited 

partner interests in the Crescat funds are subject to legal restrictions on transfer and resale. Investors should not assume they will 

be able to resell their securities. Investing in securities involves risk. Investors should be able to bear the loss of their investment. 

Investments in the Crescat funds are not subject to the protections of the Investment Company Act of 1940. Performance data 

represents past performance, and past performance does not guarantee future results. Performance data is subject to revision 

following each monthly reconciliation and annual audit. Current performance may be lower or higher than the performance data 

presented. Crescat is not required by law to follow any standard methodology when calculating and representing performance 

data. The performance of Crescat funds may not be directly comparable to the performance of other private or registered funds. 

Investors may obtain the most current performance data and private offering memorandum for a Crescat fund by contacting Linda 

Smith at (303) 271-9997 or by sending a request via email to lsmith@crescat.net. See the private offering memorandum for each 

Crescat fund for complete information and risk factors. 
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