
 

February 8, 2018 

Dear Investors, 

In less than a week, Crescat has broken away from the market:  

 

In November, we showed that the market was record overvalued across six fundamental indicators. Last 

month, we released a new macro model using fifteen indicators that showed US stocks were overdue 

for a significant bear market.  

While there will no doubt be some bounces, we strongly believe that this is only the beginning of a 

significant bear market that will witness the bursting of multiple global asset bubbles and send the 

world economy into a recession.   

We believe the synchronized global growth narrative that has been so popular recently is simply wrong. 

The truth, based our extensive analysis, is that China’s economy, the largest global growth engine of the 

last decade, is sputtering badly.  

Today, with the surprise decline in China’s trade surplus, it appears that the next phase of the yuan 

devaluation has finally begun.  

Coincidentally, the new Bloomberg Markets Magazine is just out with an article on China. Crescat view 

on the yuan is cited therein. 

We have heard certain market mavens come on CNBC and say there is cash on the sidelines to buy the 

dip. These claims have been made without any support in the form of data or analysis. Our data and 
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analysis show the exact opposite. Data from Goldman Sachs, Bank of America Merrill Lynch, Schwab, 

and Morgan Stanley all show record leverage and record net long positioning in equities across hedge 

funds, institutions, and retail investors. Our data also shows record corporate leverage net of cash which 

is the opposite of record cash for buybacks. 

We believe we are in an historic, global central-bank-driven debt bubble that has only just begun to 

burst.  

 

 

 

Sincerely, 

Crescat Capital Investment Team 

© 2018 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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