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Does it ever get tired?

E Y REIX#ENS?

SOX continues marching higher, trading perfectly within its
steep uptrend channel. Buying pullbacks to the 21-day
moving average has remained a remarkably simple and highly
profitable strategy.
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The move is becoming increasingly stretched, with SOX
currently trading roughly 23% above its 50-day moving
average. Extreme, yes, but still below the levels reached at the
interim peak in May.
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Overbought beast |#B83LIF 2

SOX's monthly RSl is now trading at dot-com bubble highs.
The trend remains incredibly powerful, but momentum is
operating in territory typically reserved for historic manias.
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Funding the SOX squeeze ‘79 SOX = 1T 15 IR (53

The SOX/MAG ratio continues exploding higher and is now
trading at its highest level since 2019. The move has been
nothing short of spectacular, reinforcing the idea that semis
have become the market's preferred Al expression.
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The funder B\ A

MAG7 continues to be the main "funder" of the Al chase. Nets
have collapsed lately.
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Exploding higher | Z& 33k

The VXN/VIX ratio tells the real story. Tech volatility isn't just
rising, it is exploding relative to the broader market,
highlighting just how unusual the current spot-up, vol-up
regime has become. More here.
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Blame SOX Y3 & F SOX

The VXN/VIX explosion has traded almost perfectly with the
semiconductor squeeze. Semis have become the market. We
have always viewed volatility as the market's closest thing to
truth, and right now tech vol is screaming one thing: this trade
remains incredibly powerful, but increasingly fragile, both on
the upside and the downside.
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In case you missed JPM's VaR fragility note, make sure to
check it out here.

SRR T ERAEXT VaR Me35EMiReEs, BSUE
HXE,

VXN/VIX

Source: LSEG Workspace - LSEG Workspace

1995?

SOX continues to track the 1995 analog surprisingly well. The
original move ran from January to September before a painful
correction interrupted the trend. Yet that correction marked
neither the end of the bull market nor the bubble. The real
mania phase did not start until late 1998. Full note here.
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MSCI World Semiconductor Equipment (May 2022-) versus
Nasdaqg (1996-2003). You decide what the current SOX bull
looks like.
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Leveraged ETF dealer gamma rebalancing can exceed 20% of
Korea's market ADV on large move days. More on Crazy
Korea speculation here.
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Still just a short-term divergence, but it is unusual to see
equities ignore such a sharp decline in bond volatility. The
chart below shows the S&P 500 versus inverse MOVE.
Historically, lower bond volatility and higher equity prices tend
to go hand in hand. So far, stocks have not fully embraced the
message from rates volatility. More here.
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