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What We Told Hedge Funds

with Andreas Steno

Two inflation prints, both hotter than our nowcast, and a market that responded to the second
one by BUYING bonds and SELLING the dollar. That is not what the textbook says happens on
the biggest PPI since 2022; rather, it's what happens when positioning is stretched enough that
the data stops mattering, and it is the first evidence that the extremes we have highlighted for a
month, in the Mag-7, in the dollar, in oil, and in bonds, are starting to unwind. Herein: being
wrong on macro and what it taught me about positioning, the detour the dollar may be taking,
an in-focus on hyperscalers versus neoclouds versus hardware with the IRR study and the
balance sheets, and what we need to see for the bullish setup to return.

A short word on being wrong, because | have been...

We nowcasted the September CPI mildly below consensus on core, and it came in at 0.33%,
which was hot. We said the PPl would not confirm that, and then it came in at 1.3% on the
headline and 0.7% on core, the hottest since March 2022. A reader on X summed up the
quarter: | used to be fat and retarded, and now | am fat, retarded, and WRONG.

For the record, | am no longer as fat: one or two gym sessions a day since August has a curious
narrowing effect which you can see for yourselves at the next client dinner. The other two
charges are ones | can only beat by being right again. But here is the thing about being wrong
on macro while being right on positioning: the market has just told you which one it trades on.

The dollar fell on the hottest PPI in four years. Bonds rallied. Small caps held. And by Thursday
afternoon the Al trade itself had turned: the chip rout that took the Kospi down 7.6% at the open
reversed as yields tumbled, the neoclouds closed higher after Jensen Huang's comments on
demand, and the memory names whipsawed to a flat close after a week in which they lost a
trillion dollars of market value between them. The things everyone owns, the Mag-7, the dollar,
the crude longs, the bond shorts, were the things that moved against their owners. | was wrong
on the print, and the print did not matter by the end of the day. That is the whole conclusion, and
I will try to explain why it is good news rather than an excuse.

Macro: A Weaker USD Via Detour?

Let us start with the PPI, which was in many ways worse than the CPI. Final demand rose 1.3%
on the month against 0.5% expected, 6.3% on the year, with goods up 2.6%, the largest
increase in the series’ history, energy up 10.8%, and core up 0.7% and 5.0% on the year. Two
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caveats before the conclusion. We ONLY nowcast the CPI, not the PPI, so the PPI call on
Thursday was analysis rather than model output; and | am not claiming we were right on either.

The conclusion is the one we have drawn before: a WIDER PPI-CPI spread is not good news for
companies with weak CPI pricing power, because their input costs are rising faster than the
prices they can charge. It is a margin squeeze for the consumer-facing economy, and it is still a
signal to buy whatever is CAUSING the inflation rather than whatever is absorbing it. That has
been the right trade since March, and it is the right trade now.

US PPI, Final Demand, Decomposed
Weights MoM QoQ YoY [IJ . 1|Cl . 2IO . 3.0 . 4|
Total 100 1.34 1.98 6.35 !
Consumer Goods 29.0 2.65 3.36 8.77 -
Energy 5.1 10.78 13.77 35.55 .
Services 68.3 0.82 =k 4.92 !
Intermediate Goods 2.6 0.03 2.25 5.36
Investment Goods 89.5 0.68 1.28 4.98 !
MNon-Durable Consumer Goods 79.6 1.21 1.75 5.45 !
H Mol = YoY
Source: Steno Research, Bloomberg and Macrobond

The interesting thing is the market response, because it was a pretty classic position squaring
across assets. The ten-year yield FELL as much as 10 basis points on the day to 5.08%, a three-
week low, after touching 5.30% on the CPI the day before. The dollar WEAKENED. Small caps
were flat to up while the popular large-cap risk-on names sold off. October hike odds went from
near 50% on Wednesday to about 30% by Thursday. None of that is what a 1.3% PPI is
supposed to produce.

It reminds me a little of October 2022, when the equity market RIPPED higher on a monster hot
CPI print, and everyone spent a week explaining why. The explanation then was the same as
now: when the data is as bad as it can be and the market goes the other way, the data is not
driving the market; positioning is. And positioning was monster short bonds, monster long
dollars, 51% long crude, and at an all-time-high net Mag-7 exposure going into the week.

There is something going on when stuff moves the other way from the way it is supposed to,
and it is almost always telling you where the crowd is.
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The 10-year FELL 20bp on the hottest PPl since 2022.. that is position squaring
5 10-year Treasury yield.. the uptrend since the Iran war broke on the day the inflation data was worst

5.30% high on the CPI..

then -20bp on a HOT PPI 5.4%
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Look at the bond positioning first, because it is the largest of the four extremes and the one that
moved most. The CFTC data shows the speculative community short more than two million
contracts in the 2-year note against a long book roughly a third of the size, the most lopsided
reading in the history of the series. That is a market that has bet on the Fed hiking into the
inversion, and it is a market that loses money every day the front end rallies. A 1.3% PPI should

have been the best day of the year for that position. Instead, the 2-year fell three basis points
and the 10-year ten.

When the most crowded short on the board cannot make money on the best possible news for

it, the short has begun to cover, and covering is what drives the next leg down in yields
regardless of what the next print says.
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Markets are already monster short bonds
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Source: Steno Research, Bloomberg and Macrobond

The dollar is the same story a week later. Net speculative USD longs peaked in late September
at the most crowded level since 2022, and they have begun to trim; the dollar index made its

high for the year on the CPI, on Wednesday, and could not hold it on the PPI, on Thursday.

The chart below is the one | use for the relationship between the cross and the positioning, and
the honest read is that EURUSD is still sitting below where the positioning says it should, which
means there is room for the dollar to fall even without a change in the fundamentals. That is the
detour: the dollar does not need a soft inflation print to weaken; it needs the longs to stop being

added to — and they have.
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USD longs have become a little less crowded
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Source: Steno Research, Bloomberg and Macrobond

Which is where the detour comes in. The fundamental case for a weaker dollar has not changed:
the US is the softest economy on the board on growth, the ECB and the BoE have firmer paths,
and the inflation that the Fed is hiking on is energy and two lagged CPI lines.

But the direct route to a weaker dollar, soft US data leading to a Fed pause, has been closed by
two hot prints. The detour runs through positioning: a market this short bonds and this long
dollars squares up on its own weight, bonds rally, real yields fall, and the dollar follows the
bonds down whatever the inflation print says. That is probably what paves the way for a slightly
better funding environment, which is an interesting schism in itself: the worse the inflation data,
the more the bond shorts cover, the lower the yields, and the better the financing backdrop for
the one sector that needs it. Maybe bonds become more constructive here. If they do, it is the
thing Al needs most for the 2027 continuation, and it arrives via the ugliest possible route.

The two charts that follow are on why the inflation impulse is closer to its peak than the prints
suggest. The necessity basket, input costs for food, energy, and chemicals, are up around 25%
on the year, which sounds bad until you put 2022 next to it, when the same basket was up
100%, and the ISM fell to the low 40s. The impulse leads the ISM by fourteen months, and has
already rolled — and this one is a third of 2022's.

And financial conditions lead the inflation impulse by two quarters: they tightened through
spring and summer, and the lagged inflation impulse has followed them up into October, which is
exactly what we are living through. But conditions stopped tightening months ago, which puts
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the peak in the impulse right about now. The live core readings, Truflation and the rest, still sit
well below the BLS. Two hot prints do not change the direction. They change the timing, and |
have been wrong on the timing twice.

The input cost crisis of 2022 was 2-3x as severe as this one
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The second chart is the one | would ask you to hold on to through the next two inflation prints,
because it tells you when the heat ends rather than how hot it is. Financial conditions — the
composite of rates, spreads, the dollar and equities — lead the inflation IMPULSE, the second
derivative of the CPI, by about two quarters, and they have done so cleanly through 2008, 2021-
22 and the 2023 unwind. Conditions tightened from March through August on the hikes, the
curve, and the dollar, and the lagged inflation impulse has followed them up into exactly the
prints we have just had. On a two-quarter lead that puts the peak of the impulse in October or
November and the turn in the first quarter.
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Financial conditions say that we are close to peak inflation...
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And the live data has not changed its mind. Truflation's daily core series, which has led the
official BLS core lower for the whole of this year, sits around 1.7% against a BLS core at 2.6%,
and the other live aggregators we track sit in the same place.

Two hot official prints have not moved the live readings, because the live readings are
measuring rents and used cars as they are transacted today while the BLS is measuring them as
they were transacted months ago. The spread between the two is the largest it has been since
the series began, and it closes in one of two ways: the live data catches up to the BLS, which
has not happened once in three years, or the BLS catches up to the live data, which is what has
happened every time.
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Truflation (and other competing aggregators) find soft core inflation
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In Focus: Hyperscalers, Neoclouds and Hardware
Providers: Who Holds the Bag, and Who Should?

Markets have, at least until the past few days, bought the Mag-7 and sold their suppliers, both
the neoclouds that rent them capacity and the hardware makers that fill it. Goldman’s prime
book shows net hedge-fund exposure to the seven at an all-time high, 22% of total US
exposure, while the picks and shovels have been shorted. Does that make sense? Let me take
the three layers one at a time, because the answer is different for each.
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Hedge funds have chosen a side.. net Mag-7 exposure at an all-time high

Goldman prime book: Magnificent 7 as % of total US exposure.. long the hyperscalers, short the picks and shovels

24%
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10% 18%
99, 16%
14%
8% MY
12%
7%
10%
6% 8%
2% 6%
’ 2022 2023 2024 2025 2026 2027 ’
Source: Steno Research, recreated from Goldman Sachs Prime Services (approximate)

Start with the hyperscalers, because they are the ones who actually hold the bag. Between
them, Oracle, Microsoft, Amazon, and Alphabet carry about $1.2 trillion of remaining
performance obligations, revenue their customers have contracted for and they have committed
to deliver: Oracle around $455bn, Microsoft around $370bn, AWS around $195bn, Google Cloud
around $155bn.

That is the whole point about who is exposed if things really turn south. The hyperscalers have
sold the compute forward. They need the capacity to exist, on time, from somebody, or the
obligations become liabilities. The market has decided that makes them safe, because they have
the cash flow to build it themselves if the neoclouds cannot. | think it makes them committed,
which is a different thing. A company with $370bn of obligations and a bond trading at 66 cents
does not cut capex; it finds a cheaper way to fund capex, and renting from somebody else's
balance sheet is the cheapest way there is.
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Who holds the bag? The hyperscalers.. $1.2th of remaining performance obligations

Remaining performance obligations / cloud backlog, latest reported, USD bn.. revenue customers have committed t
and the hyperscaler has committed to delive

$455bn ~%1.2 trillion of contracted, not-yet-delivered cloud revenue.. $500b
the hyperscalers hold the obligations, which is why they
need the capacity, from somebody, on time
$370bn $400b
$300b
$195bn £200b
- = -
n $0bn
Oracle Microsoft Amazon (AWS) Alphabet (Cloud)
Source: Steno Research & company filings (latest reported quarter, approximate)

But what | am actually more interested in, going into the reporting season on the 28th, is how the
executives see the INVESTMENT CASE for data centers, because | think they will have
concluded that despite all the funding stress, the case has improved rather than deteriorated.
Here's why...

The rental price of compute has not fallen. The Blackwell index, the market price for renting a
B200 or B300 GPU in the US, sits at $5.29 an hour, up from around $4 at the start of the year,
with a high of $5.30 in May. Every study, every sell-side model, and every bear thesis assumes
that cloud prices COME DOWN sharply from here, because that is what happened in every
previous compute cycle. It may happen. It is not what we are seeing, and it has not been what
we have seen for a year.

Demand for inference has absorbed every GPU that has come online at flat to rising prices. An
executive looking at that curve and at his own backlog is not looking at a worse investment case
than a year ago. He is looking at a better one with a higher cost of capital, which is the IRR
question, and | did the arithmetic.
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Compute Desk Blackwell US Index (B200/B300/GB200/GB300)
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The study. Take one Blackwell GPU rented at the index price, 85% utilization, which is
conservative for contracted capacity, and an all-in capex of about $75,000 per GPU: the chip,
the server and networking around it, and the data-center shell and power to house it. That gives
about $39,000 of revenue per GPU-year against roughly $8,000 of operating cost, over a five-
year life with a small residual.

On FLAT rental prices, the unlevered project IRR is about 32%. If prices fall 10% a year, 23%. If
they fall 20% a year, 12%. If they fall 30% a year, which is what the bears assume and what the
previous cycles delivered, the IRR is about 1%, which is to say the project destroys value at any
cost of capital. And then the scenario nobody models because it is not supposed to happen:
rental prices RISING 10% a year, which is LESS than what the Blackwell index has done over the
past twelve months, gives an IRR above 40%.

I include it not as a forecast but because it is the only scenario consistent with the price data we
actually have, and because there are two revenue sources on top of it that the entire sell side is
ignoring. First, the LLM providers have not even begun to monetize advertising. The consumer
Al assistants have hundreds of millions of users and no ad load; the day that changes, the
revenue per GPU-hour of inference goes up without the rental price moving, and the pressure
on the buyers of compute is to buy MORE of it, not less. Second, the one visible instance of an
Al lab's revenue growth slowing this year, Anthropic's, was a CAPACITY problem, not a sales or
demand problem: the company could not get the inference capacity to serve the demand it had,
which is the whole reason the neoclouds exist and the whole reason the Blackwell index does
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not fall. A business whose growth is constrained by its supplier's capacity is not a business
whose supplier should be priced for a demand collapse.

Now put the funding costs on the same chart: investment-grade hyperscaler debt around 6%,
GPU-backed term loans around 9%, and CoreWeave's unsecured bonds at 15% this week. The
picture is clear. At flat or gently falling prices, which is the world we are in, a data center earns
20-30% on capital against single-digit funding costs, and the spread is enormous; it is the best
infrastructure project on earth. At a 30% annual price decline, it earns nothing, and no funding
cost is low enough. The entire debate between the bulls and the bears on neoclouds is a debate
about the slope of that line, and the market has priced the bear slope into the suppliers while
pricing the bull slope into the hyperscalers who own the obligations. One of those is wrong.

OpenAl plus Anthropic.. combined ARR from $30bn to $124bn in nine months

Annualized revenue run-rate, USD bn, stacked; white figures = combined dollar growth per month
E OpenAl ARR (own basis) $160b
mm Anthropic ARR $140b
$124bn
I
Q3 dollar growth: +11, +11, +11, +12bn a moenth.. STEADY. $113bn $120b
Anthropic slowed from June on CAPACITY; OpenAl took $101bn -
the growth, and the total did not budge $]_Uﬂb
~2 B B
$78bﬂ - $80bn
<3 B B B B
$53bn $60bn
e o B BB R B
35bn
“‘"’"i........ o
Dec 25  Jan 26 Feb 26  Mar 26 Apr 26 May 26 Jun 26 uI 26 Aug 26 Sep 26
Source: Steno Research, company reports & press (OpenAl on its own basis, excl. cloud-partner sales)

Which brings me to the chart that answers the “is Al demand slowing” question with numbers
rather than vibes, and | want to use it carefully.

Put the two largest labs together. Anthropic's annualized revenue has gone from $9bn in
December to $74bn in September; OpenAl's from $21bn to $50bn on its own conservative basis.
Combined, from $30bn to $124bn in nine months. And look at the DOLLAR growth per month in
the third quarter: $11bn in June, $11bn in July, $11bn in August, $12bn in September. The
combined growth of the two, in dollar terms, is still SOLID; it has been running at a steady eleven
to twelve billion of new annualized revenue every month for four months, with no sign of rolling.
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Now look at the split, because this is where the bears found their story. Anthropic's monthly
growth rate slowed from 17% in June to 6.5% in September, and that slowdown was reported as
demand fading. It was not. From June onwards, Anthropic was CAPACITY constrained: it could
not get the inference compute to serve the demand it had, which anyone who used the product
over the summer experienced directly. OpenAl, which had the capacity, accelerated over the
same months, from 9% monthly growth in July to 19% in August and 16% in September, and the
combined dollar number did not budge.

That is what a supply-constrained market looks like: the growth moves to whoever has the
capacity, and the total keeps climbing. It is the single best argument for why the Blackwell index
does not fall and why the neoclouds exist, and it is on this page because the market has spent a
week pricing the opposite.

The IRR of a rented data center vs the cost of funding it.. the price path decides

Unlevered project IRR on a Blackwell GPU rented at the index ($5.29/hr, 85% utilization), $75k all-in capex per GP
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Source: Steno Research stylized model & Compute Desk Blackwell index (illustrative)

Now the neoclouds themselves, which is where the market has placed the whole cost of the
funding stress. The structure is the one we have described: they sold (parts) of their revenue
forward on fixed-price, multi-year contracts to the hyperscalers, but they have not locked in the
cost of building the capacity to deliver it. The build-out is funded in the debt and equity markets,
and both just got more expensive: a hot core puts a second Fed hike back on the table, the ten-
year is above 5%, the hyperscalers’ own long bonds trade in the 60s, and the private-credit
data-center deals price off the same curve. Fixed revenue, floating cost, and the cost just
moved. That is a potential dilution story, and the market is pricing it: if you cannot borrow for the
next gigawatt, you issue shares for it, and the existing shareholders pay. CoreWeave proved the
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point on Wednesday by announcing a 35-million-share at-the-market programme and a $3bn
convertible on the day its bonds hit 15%.

But they are not all the same, and the table is the point. CoreWeave is the leased giant: $104bn
of backlog delivered from 49 data centers it mostly does not own, $35.6bn of debt, net debt at
2.9 times annualized revenue, interest expense five times its adjusted operating income, and the
bonds at 15%. It has locked in the most revenue and the least cost, and it funds the gap in the
debt market every quarter. Nebius is the opposite: $46-49bn of backlog anchored by Microsoft
and Meta, more than 75% of its capacity in data centers it owns, about $8bn of cash against
debt that is almost entirely convertible, net debt at 0.2 times revenue, and, crucially, customers
who PREPAY 50-60% of the build cost on its landmark deals, which means the funding comes
from the counterparty rather than the bond market.

Cipher is a landlord rather than an operator: $8.5bn of contracts with AWS and Fluidstack,
where Google backstops the Fluidstack lease so the landlord can borrow against it; it owns the
shells and leases them out, which is the lowest-risk structure of the four and also the lowest
return. And IREN, the one we own, sits in between on funding but has done two things the
others have not. It has sold the LEAST forward, $9.7bn to Microsoft and a smaller contract with
Nvidia against 4.5 GW of secured grid power, which means it can lock in new deals at today's
higher rental prices rather than last year's; and it owns its power, which is the asset nobody can
buy quickly. Its debt is around $7.8bn, its cash around $2.8bn, and its FY27 capex of $25-30bn
is the funding question. | think management has been decently prudent in not selling too much
forward, and | think the market is punishing that prudence as if it were CoreWeave's leverage.
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The neocloud study.. who locked the revenue, who locked the cost, who owns the power

Funding structure and

te sensitivity, latest reported.. green W
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Source: Stenc Research & company filings (approximate, Q2 2026 plus later disclosures)

Which leads to the trade. The neoclouds will be THE buys if the funding stress alleviates even a
little, and the route to that is the one in section one: a position squaring in bonds that brings the
ten-year back below 5% and the GPU-loan curve with it. The IRR study tells you why the
leverage works both ways: at a 9% funding cost and a flat price path, the equity in these
businesses is worth multiples of today'’s price; at 15% and a falling path, it is worth nothing. The
market is priced for the second; the data is consistent with the first; and the trigger is the bond
market, not the hyperscalers. We hold IREN; we do not add yet, and we add the day the ten-year
closes below 5% with the hyperscalers having confirmed 2027 capex. Both could happen in Q4.
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Then the hardware providers, and specifically memory, where | want to make two arguments the
bears are not making. First, the VOLUME case. The Korea chart below is the one that matters:
Korea has exported fewer chips in volume terms at MUCH higher prices, which is what a
shortage looks like. The bear case for 2027-28 is that volume comes back as the new fabs land
and prices fall. Fine; but what if volumes are up and prices only MODERATE?

SK Hynix plans to lift HBM wafer starts 30-40% in 2027, Samsung 40-50%, Micron 60-80%,
and the binding constraint on all of it is ASML, which is expanding EUV capacity 30% a year. If
2028 volume is 50% above 2026 and prices are 20% lower (which there are NO signs of yet),
revenue is 20% HIGHER, and the contracts have floors. That is not the scenario priced at 4-5x
earnings. That is a scenario the market would pay 15x for. The question is not whether prices
moderate; it is whether volume growth outruns the moderation, and the capacity plans say it
does. The same volume logic runs through the rest of the chip stack, and the clearest example
in our book is Wolfspeed: the only scaled US producer of silicon carbide, the power
semiconductor that sits between the grid and the rack, now funded by a conditional $1.5bn
thirty-year commitment from the Department of War to build out domestic capacity.

Korea have exported FEWER Chips at MUCH higher prices

%
300
250
200
150
100
. k 50
"'-""\/ Mgt -.-.«:*r\ﬂ'-mw-m\\’r’ \\uw\ﬁ 0
-50
-100

In price terms (in USDs) =In volumes

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

Source: Steno Research, Bloomberg and Macrobond

How much volume, concretely? The three memory makers have published their plans.

SK Hynix runs around 160,000 HBM wafer starts a month and plans to add 30-40% in 2027 at
Cheongju and the new M15X fab. Samsung runs around 120,000 and plans 40-50%, most of it at
Pyeongtaek, contingent on its 12-high yields finally clearing. Micron runs around 55,000 and
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plans 60-80%, the fastest growth from the smallest base, in Boise and Hiroshima. Add it up and
the industry is targeting roughly 40% more HBM wafer starts in 2027 than in 2026, on top of
conventional DRAM capacity that is growing in the teens.

The binding constraint on every one of those plans is the same: EUV lithography tools from
ASML, which has raised its guidance, is expanding capacity 30% a year, and still cannot ship
machines as fast as the fabs want them. Which is why ASML is the chokepoint, not the fabs, and
why the volume arrives on ASML's schedule rather than on the memory makers' ambitions.

How much VOLUME can memory add? A lot.. and the chokepoint is ASML

Memory makers add 30-80% HBM wafer starts in 2027, the tools to make them are the constraint, and ASML expands
30% a year
HBM wafer starts/month 2026, ASML EUV output, index
planned growth 2027 2025 = 100 (+30%/yr)
160k 175k
+30-40% in 2027
120k 150k 150
+40-50% in 2027 125k .
100
100k 100
55k 5k
+60-80% in 2027
: . Ok
SK Hynix Samsung Micron 2025 2026 2027 2028
Source: Steno Research, TrendForce, company plans & ASML guidance {(approximate)

Meanwhile, while the market debates 2028, the spot market is doing something in 2026 that the
bear case says it should not. DDR5 spot prices, the conventional DRAM that goes into servers
and PCs rather than the HBM that goes into accelerators, have re-accelerated over the past two
months after a summer pause, and are at their highs of the cycle. That matters for two reasons.
It is the memory that CXMT competes in, so if Chinese supply were already weighing on prices,
you would see it here first, and you do not. And it is the memory that the inference remix
needs most, server DRAM for the CPUs that orchestrate agents, which means the price signal
is coming from the demand side the bears have not modelled rather than the training side
they have.
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Source: Steno Research, Bloomberg and Macrobond

Second, the China case, which deserves a precise answer because it comes in two very
different versions. The version about CXMT in HBM is utter nonsense, and the reason stems
from yields. HBM is a stack of twelve DRAM dies bonded on top of each other, and the yield of
the stack is the per-die yield compounded twelve times: a 95% per-die yield gives you a 54%
stack, a 99% per-die yield gives you 89%. SK Hynix runs HBM3E 12-high at around 80% and
says HBM4 is approaching the same maturity. Micron is in the 70s and has the cleanest ramp of
the cohort. Samsung has struggled to get above the 60s and spent eighteen months failing
Nvidia's qualification on exactly this. CXMT is shipping HBM2 samples, targets HBM3 in 2026
and HBMS3E in 2027, two full generations behind, with stack yields that the industry puts
around 30%.

Nobody buys 30%-yield HBM for a frontier accelerator; the economics do not work at any price.
That is not a 2027 story or a 2028 story. The version that IS real is conventional DRAM: CXMT is
at 300,000 wafers a month with DDRS5 yields at 80% and targeting 90%, and that is a genuine
addition to commodity DRAM supply in 2027-28. It pressures the low end of the DRAM market,
the PC and phone bit, and it is why we own the names with the highest HBM and server-DRAM
mix rather than the commodity exposure. Added Chinese RAM is a reason to be selective within
memory. But it is not a reason to be out of it.
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HBM is a YIELD business.. and China is two generations and 50 points behind

Estimated manufacturing yields on stacked HEM.. per-die yield compounds twelve times, which is why Hynix leads and

CXMT is not a 2027 story
: ' : 100%
~80%
80%
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40%

20%

0%

SK Hynix Micron Samsung SK Hynix CXMT
(HEM3E 12-Hi) (HEM3E 12-Hi) (HEM3E 12-Hi) (HEM4) (HBM3, target)

Source: Steno Research, industry & press estimates (approximate)

Portfolio Watch: What do we need to see
for markets to return to a bullish setup?

Two things, and both are visible in the past 48 hours without yet being confirmed. A weaker
dollar and slightly calmer funding markets. We are watching the trends since the inflation reports
closely, and the honest status is that they have started but not finished. The ten-year is 20 basis
points off its high, the dollar is off its best level since May 2025, and the two-year bond shorts
have started to cover. That is the detour in section one beginning to work. It is not yet a trend.

The thing | watch most is the GROWTH parameter in our nowcasts, because it tends to lead
momentum in the risk-on names in the US, semiconductors included, by one to two months. It
has done so through this entire cycle: the March low in the growth probability preceded the April
ripping rally by six weeks, and the summer peak preceded the autumn fade by about the same.
The US rising-growth probability fell from 27% to 19% through September and has shown the
first signs of stabilization and a rebound in the rate of change this week. Until that rebound is
confirmed, my March/April analogy does not hold fully.

The POSITIONING reminds me of March: retail at the lows, crude at a record long, the dollar
crowded, breadth the narrowest since 2000. But in March the growth probability was already
turning when the positioning was at its extreme, and today it is only beginning to. We need
better momentum for the analogy to materialize, and the next two weeks of nhowcast data decide
whether it does.
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On the dollar, it is a choppy call between a USD-bullish and a USD-bearish regime, and | will not
pretend otherwise. The regime engine has flipped three times in five weeks and sits in Lame
Duck QE today, which is dollar-positive, after the hot core. The fundamental case says the dollar
falls: softest growth on the board, Fed one hike from done on a headline that financial conditions
have already dealt with, firmer central banks abroad.

The energy and inflation channel says the dollar holds. What tips it, slightly, towards weakness
returning, is positioning: the longs are crowded, they have started to trim, and the dollar fell on
the day it should have rallied. The triggers, in order: the PCE on the 29th, which inherits the
airfare and health-care heat from the PPl and will be hot, so the trigger is the market's reaction
rather than the print; the Fed on the 28th, where one hike with no-rush language is dollar-
negative, and two is not; a Hormuz products deal, which collapses the energy premium that has
carried the dollar since July; and the hyperscaler capex guidance the same week, which
decides whether the funding stress eases or deepens.
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The trading book, as it stands: Short USD as a lean, small, unchanged; we would add on a ten-
year close below 5% with the growth nowcast confirmed higher, and we cut it on a second Fed
hike being delivered rather than priced. Long semiconductors and memory in full; we do not add
after the week we have had, and we do not trim either, because the volume case and the yield
case above are the reasons we own them. IREN held, not added, with the trigger stated above.
Uranium held as the hedge that works in the regime the rest of the book does not, and first in
line for a trim if the dollar sleeve has to shrink. Short crude from a 51% long, long the cracks.
And we are looking at agriculture as a 2027 hedge, not yet a position.

Entry Date Name Currency  Entry Price  Current Price OSEB:?,;;n Allocation Thematic Live ((:ﬁ%l)ctlon
ASX:DRO 27/06/2025 DroneShield Ltd AUD 2,38 1,66 -30,38% 4,97% Military Drones 8
NASDAQ:NXT 03/10/2025 Nextpower Inc usb 80,40 83,63 4,02% 4,79% Electricity 6
NASDAQ:DFTX 03/10/2025 Definium Therapeutics Inc usD 12,39 33,44 169,90% 12,77%  Alt Health 7
NYSE:WOLF 10/10/2025 Wolfspeed Inc usb 34,96 25,00 -28,49% 2,86% Electricity 10
NASDAQ:IREN 24/10/2025 IREN Ltd usD 60,31 28,86 -52,15% 3.31% Al Bottlenecks 8
NYSEAMERICAN:UUUU 26/11/2025 Energy Fuels Inc usbD 14,64 8,55 -41,60% 3,26% Decoupling 7
NASDAQ:CRWD 22/12/2025 Growdstrike Holdings Inc usb 120,73 235,00 94,65% 2,15% Al Bottlenecks 9
NASDAQ:MU 22/12/2025 Micron Technology Inc usbD 276,15 896,19 224,53% 3,42% Al Bottlenecks 10
NYSE:S 2211212025 SentinelOne Inc usb 14,92 22,51 50,87% 1,72% Al Bottlenecks 10
NYSE:BE 2211212025 Bloom Energy Corp usD 93,48 230,61 146,69% 2,64% Electricity 9
NASDAQ:ONDS 22/12/2025 Ondas Inc usbD 9,47 6,37 -32,73% 0,78% Ukraine 8
NASDAQ:TSLA 22/12/2025 Tesla Inc usb 493,65 368,17 -25,42% 0,84% Ind. Robotics 6
NASDAQ:ISRG 22/12/2025 Intuitive Surgical Inc usbD 576,92 432,42 -25,05% 0,99% Ind. Robotics 6
NYSE:PATH 2211212025 UiPath Inc usb 16,47 13,69 -16,88% 0,96% Ind. Robotics 8
ETR:I0S 05/01/2026 IONOS Group SE EUR 27,35 34,92 22,711% 4,35% Decoupling 10
NASDAQ:ENPH 05/01/2026 Enphase Energy Inc usbD 38,25 31,32 -18,12% 1,20% Electricity 8
NYSE:CRCL 13/03/2026 Circle Internet Group Inc usb 115,60 86,83 -24,89% 3,98% Crypto Utility 8
NASDAQ:LIN 13/03/2026 Linde PLC usD 496,26 498,37 0,43% 3,04% Decoupling 6
ASX:EOS 13/03/2026 Electro Optic Systems Holdings Ltd AUD 11,23 9,40 -17,74% 1,60% Military Drones 8
NASDAQ:STLD 13/03/2026 Steel Dynamics Inc usb 172,83 246,77 42,78% 2,83% Decoupling 7
TSE:HPS.A 01/05/2026 Hammond Power Solutions Inc CAD 289,42 255,00 -14,84% 2,75% Electricity 7
NYSE:DELL 08/05/2026 Dell Technologies Inc usb 237,89 461,21 93,88% 4,58% End-consumer Scarcity 9
NYSE:HPQ 08/05/2026 HP Inc usD 21,83 30,97 41,87% 5,56% End-consumer Scarcity 9
NASDAQ:AAPL 08/05/2026 Apple Inc usbD 292,31 343,74 17,59% 2,89% End-consumer Scarcity 9
NASDAQ:OUST 29/05/2026 Quster Inc usb 44,35 30,18 -31,95% 1,84% Ind. Robotics 8
NASDAQ:SNDK 12/06/2026 SanDisk Corp usbD 1.912,20 1.344,00 -29,71% 5,13% Al Bottlenecks 10
NASDAQ:MPWR 12/06/2026 Monolithic Power Systems Inc usb 1.577,60 1.219,76 -22,68% 3,73% Al Bottlenecks 8
NASDAQ:ARM 12/06/2026 Arm Holdings PLC - ADR usD 360,30 237,50 -34,08% 1,99% Al Bottlenecks 8
NASDAQ:BEAM 06/07/2026 Beam Therapeutics Inc usbD 35,44 23,74 -33,01% 1,81% Alt Health 9
NYSE:B 06/07/2026 Barrick Mining Corp usb 38,35 40,72 6,18% 1,24% Decoupling 9
NASDAQ:TEM 06/07/2026 Tempus Al Inc usbD 60,23 69,33 15,11% 1,06% Alt Health 10
NASDAQ:MRVL 18/09/2026 Marvell Technology Inc usb 24127 233,40 -3,26% 4,46% Al Bottlenecks 10

YTD in % -0,23%)|

2025in % 31,27%

2024 in % 72,57%

*The portfolio data was updated shortly after the market open on the 16th of October

Trades and themes across asset classes

In FX: short USD as a lean, small. A choppy regime call tipped towards dollar weakness by
positioning. Triggers: the Fed on the 28th, the PCE reaction on the 29th, Hormuz. Add below
5.00% on the ten-year; cut on a delivered second hike.

In Rates: the position squaring in bonds is the detour to a weaker dollar and a better funding
market. Constructive on funding before duration; a ten-year below 5% is the number that
matters for everything in the Al sleeve.
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In Commodities: short crude into a record long, long the cracks. Gold holds in both regimes.
Agriculture under the microscope for 2027.

In Equities: the hyperscalers hold $1.2tn of obligations and will confirm capex; the neoclouds are
THE buy when funding eases, IREN first; memory on the volume case, selective within it on the

China DRAM case; hardware over software until the growth nowcast turns.

Have a great weekend, and good luck out there! And if you see a slightly less fat Dane in the
gym twice a day, that is me working on one of the three.
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Andreas is the core macro consultant in Steno Research. Building on years
of experience as Global Chief Strategist at Nordea Bank, he is one of the
most quoted and sought-after macro analysts out there. Andreas’ expertise
is the FX/rates, energy, real estate and equity spaces, but doesn’'t shy away
from hot takes on other topics if the underlying analysis is strong enough.
Andreas anchors the weekly editorial ‘Steno Signals'.
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