Danny Robushi, APEX MACRO Founder

CAPEX --

MACRO February 24, 2024

Markets Have Tunnel Vision

This week, the market's attention was laser-focused on one event. It overshaded the FOMC minutes from January's meeting
and 20-year bond auction. All eyes were focused on the outcome of NVIDIA's earnings report. As the week unfolded, the
S&P 500 faced downward pressure leading up to Wednesday, testing the lower boundary of the ascending channel established
since November 1st of the previous year. However, sentiment swiftly shifted post-NVIDIA's report, prompting a notable
reversal. The anticipation was so palpable that CNBC even initiated a countdown clock ahead of the report—a move that

some analysts view as a potential signal of an impending bubble, if not one already in motion.
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The latest FOMC Minutes largely echoed Jerome Powell's previous remarks, offering few novel insights. However, they did
amplify discussions around potential QT tapering and highlichted concerns regarding stress in the commercial real estate
sector. Notably, over 70% of these loans are held by regional banks, which are currently supported by the BTFP program set
to conclude in March. While these factors are known, they underscore persistent challenges in the economy. While not
immediate causes for concern, they highlight ongoing issues that won't be easily remedied by a few rate adjustments. Some key

takeaways from the meeting include:

e The Federal Reserve's January 2024 meeting highlighted solid economic expansion, with GDP growth exceeding

expectations but at a moderated pace from the previous quarter.




e Labor market conditions remained tight, with strong job gains and a stable unemployment rate, though inflation eased
yet stayed above the 2% target.

e Economic outlook uncertainties and inflation risks were noted, with the Committee highly attentive to inflationary
pressures.

e Discussions included the potential peak of the tightening cycle, the importance of balancing demand and supply, and
the ongoing effort to bring inflation sustainably toward the 2% objective.

e The reduction of the Federal Reserve's securities holdings continued as planned, contributing to the policy strategy for
macroeconomic objectives.

e The potential adjustments to the pace of the balance sheet runoff were considered as part of the broader discussion

on monetaty policy tools and their effectiveness in maintaining economic stability and reaching the Fed's targets.

Recent bond auctions, particulatly on the longer end of the yield curve, have been underwhelming, with the 20-year bond
auction this week experiencing a 3.3 basis points tail. A "tail" in bond auctions refers to the difference between the yield of the
lowest bidder who was allocated bonds and the current market yield. This indicates that the bonds were sold at higher
yields/lower prices than where 20-year Treasuries were trading in the market, effectively pushing market rates upwards.
Despite this, the matket has largely ovetlooked these results. While the 20-year tenure isn't deemed as critical, the auction's
outcome, alongside higher trending rates, is noteworthy. Both the 10-year and 30-year yields have crossed the 4.3% threshold.

Although these developments have yet to significantly impact markets, they are likely to draw attention if the trend continues.

NVIDIA's earnings exceeded expectations, catapulting the stock price by 15% on Thursday. This performance didn't just
elevate NVIDIA's shares; it had a ripple effect across the entire market. Companies even remotely linked to NVIDIA received
a bid and were pushed higher. Year-over-year, NVIDIA's earnings were up by an impressive 265%, primarily fueled by a 408%
surge in Data Center revenues. In Q4 23, their total revenue was reported at $20 billion, with $18.4 billion stemming from

Data Centers.
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To put in perspective the increase in share price NVIDIA had, it ranks in the 98t percentile of all returns in a 5 day period

since 2015. This is a $1.7 trillion dollar company moving 16% higher in a week.
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NVIDIA's current trading price stands at $788, marking a 60% surge year-to-date. However, the stock appeats overbought
across all technical indicators and is significantly deviated from its 200-day moving average. With a matket capitalization of
$1.7 trillion, NVIDIA's valuation is 6% of the GDP of the U.S.. Despite some fundamental justifications for this valuation,
much of the anticipated upside seems already factored into the price. Their net profit margins, standing at 55%, are akin to
those seen in a monopoly. Such high margins can attract new entrants to the market, particulatly given the substantial market
share potential. Major tech giants like Apple and Google, among others, are key customers of NVIDIA. However, they may
explore developing their own technology to reduce dependency and avoid hefty markups imposed when buying from
NVIDIA. The recent upward trajectory appears excessive, and for NVIDIA to justify its cutrent valuation, it would need to
achieve a staggering 24% annualized earnings growth over the next decade. This would propel their profits to over $600 billion
per year, suggesting they would dominate the entire semiconductor market. Such an ambitious growth target raises questions
about the sustainability of the stock's current valuation. This will continue to be a key player in the A.L story and may continue

to move higher but it is hard to justify getting involved at this price.
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We Appreciate Your Feedback!

We highly value your feedback and earnestly invite you to contribute your insights
regarding potential enhancements and suggestions for future content. We welcome all
forms of constructive feedback and suggestions, as they are crucial in guiding our
efforts to refine and develop our offerings. Please share your professional insights and
recommendations through the link provided below. Your input is instrumental in
shaping our direction and ensuring our services align with your expectations. We

anticipate your contributions with great interest.

The information provided by Apex Macro LLC ("we," "us," or "out") on any platform, including but not limited to websites, reports, emails, newslettets,
and presentations, is for general informational and educational purposes only. All information is provided in good faith, however, we make no
representation or warranty of any kind, express or implied, regarding the accuracy, adequacy, validity, reliability, availability, or completeness of any
information.

None of the content offered by Apex Macro LLC constitutes financial advice, legal advice, or any other type of advice meant for your specific reliance for
any purpose. Any use or reliance on our content is solely at your own risk and discretion. You should conduct your own research, review, analysis, and
verification of our content before relying on them. Trading and investment in securities involves high risk and the possibility of losing some or all of the
principal investment. It is crucial to seek advice from an independent financial advisor who is licensed to provide investment advice.

Our content is intended to be used and must be used for informational purposes only. It is very important to do your own analysis before making any
investment based on your own personal circumstances. You should take independent financial advice from a professional in connection with, or
independently research and verify, any information that you find on our platform and wish to rely upon, whether for the purpose of making an investment
decision or otherwise.

This disclaimer has been created to expressly convey that Apex Macro LLC and its content creators are not providing financial advice through the
dissemination of the information contained herein and are merely providing information and insights as a public service. Apex Macro LLC, its directors,

employees, and agents will not be liable for any loss or damage of any nature arising in any way from the use of, or reliance on, the information provided
or for any decision made on the basis of such information, including (without limitation) any loss of profit, business, contracts, revenues, or anticipated
savings.
Terms of Use: This document is the property of Apex Macro LLC and is intended solely for the use of the recipient. It contains confidential
and proprietary information and may not be reproduced, redistributed, or disclosed in whole or in part to any third party without the prior written consent
of Apex Macro LLC. By accessing this document, you acknowledge that you have read and understood these terms and agree to be bound by them.
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