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July 9, 2021
Swimming with Whales
“The purpose of the margin of safety is to render the forecast unnecessary”
— Benjamin Graham

Extreme levels of options SKEW coupled with inflation, booming equities, and the presence of a big
“whale” player in the markets is creating a unique recipe for a potentially extreme event.
The problem is, no one knows exactly when this event will happen or how it will all play out. It could
happen tomorrow or years from now. If we had to guess, we would say it will happen sooner rather than
later.
We believe that markets tend to “punish” the biggest players. That is, those participants who have an
outsized position or influence tend to end up on the wrong side of the trade.
Currently, many stock market pundits are focusing on the whales in meme stocks and how a new
generation of retail investors are crushing the institutional shorts as markets push higher.
This type of “big player” squeeze historically has occurred to both the longs and shorts, causing markets
to move significantly in either direction. The Hunt Brothers in the 1970’s, portfolio insurers in the 1980’s,
LTCM in the 1990’s, subprime lenders in the 2000’s, the Japanese Central Bank (who is still playing at the
table) are all examples from an endless list of people, organizations, governments or products that simply
got too big or gained outsized influence in the markets. These are the ones to keep your eye on.
It is analogous to the big player at the card table. He is the big whale, the mark, the one to bet against.
Pay attention to this player. Bet conservatively because he has lots of chips and can outlast you.
Ultimately, his betting and pushing things around will wreak havoc at the table and upon the whole
system. Be prepared, take advantage or you will get destroyed when this happens.
This whale, like all the others, thinks he has discovered a can’t-lose system and a sure path to profitably.
This market impacting player is a real entity and has been around for a while but recently been
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emboldened by his newfound success and prominence. That is, his seemingly endless supply of chips is
empowering him to push the other players around.
Like all the others, this big player will be “punished”. His run absolutely will end, and it will create mayhem
and stress. We just don’t know exactly how or when.
Who is this big player at the table now? It is the U.S. Government together with The Fed. The infinite asset
purchases, the money printing, and the spending. It is unconstrained monetary and fiscal stimulus
combined. The player believes he has discovered a new system that works.
We are not predicting doom and gloom or the collapse of western civilization. We just are saying that
when one player is too big, things start to get interesting. While we do not want to “bet against The Fed”,
we also realize that The Fed and the U.S. Government have never intervened to this extent before.
Practically this means: Be long equities since the player is printing chips to push the market higher BUT,
also hedge the downside so that when the inevitable occurs one can both profit and preserve wealth. We
want to sail along with the upside but minimize the risk of the downside. This is especially important today
since we think the downside risk due to a combination of various fundamental and technical factors are
uniquely aligned generating extreme risk vs return.
The key to implementation is to have a focused, disciplined process that applies advanced technology and
uses options and futures to both hedge the downside and allow for the upside. Be prepared.
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Past Performance is not indicative of future performance. Data is subject to revision without notice.
Important information regarding the information provided herein:
HYPOTHETICAL PERFORMANCE RESULTS HAVE MANY INHERENT LIMITATIONS, SOME OF WHICH ARE DESCRIBED BELOW. NO
REPRESENTATION IS BEING MADE THAT ANY ACCOUNT WILL OR IS LIKELY TO ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE
SHOWN. IN FACT, THERE ARE FREQUENTLY SHARP DIFFERENCES BETWEEN HYPOTHETICAL PERFORMANCE RESULTS AND THE
ACTUAL RESULTS SUBSEQUENTLY ACHIEVED BY ANY PARTICULAR TRADING PROGRAM. ONE OF THE LIMITATIONS OF
HYPOTHETICAL PERFORMANCE RESULTS IS THAT THEY ARE GENERALLY PREPARED WITH THE BENEFIT OF HINDSIGHT. IN
ADDITION, HYPOTHETICAL TRADING DOES NOT INVOLVE FINANCIAL RISK, AND NO HYPOTHETICAL TRADING RECORD CAN
COMPLETELY ACCOUNT FOR THE IMPACT OF FINANCIAL RISK IN ACTUAL TRADING. FOR EXAMPLE, THE ABILITY TO WITHSTAND
LOSSES OR ADHERE TO A PARTICULAR TRADING PROGRAM IN SPITE OF TRADING LOSSES ARE MATERIAL POINTS WHICH CAN
ALSO ADVERSELY AFFECT ACTUAL TRADING RESULTS. THERE ARE NUMEROUS OTHER FACTORS RELATED TO THE MARKETS IN
GENERAL OR TO THE IMPLEMENTATION OF ANY SPECIFIC TRADING PROGRAM WHICH CANNOT BE FULLY ACCOUNTED FOR IN
THE PREPARATION OF HYPOTHETICAL PERFORMANCE RESULTS AND ALL OF WHICH CAN ADVERSELY AFFECT ACTUAL TRADING
RESULTS.
FOR CUSTOMERS TRADING OPTIONS, THESE FUTURES AND FOREX CHARTS ARE PRESENTED FOR INFORMATIONAL PURPOSES
ONLY. THEY ARE INTENDED TO SHOW HOW INVESTING IN OPTIONS CAN DEPEND ON THE UNDERLYING FUTURES PRICES;
SPECIFICALLY, WHETHER OR NOT AN OPTION PURCHASER IS BUYING AN IN-THE-MONEY, AT-THEMONEY, OR OUT-OF-THE-MONEY
OPTION. FURTHERMORE, THE PURCHASER WILL BE ABLE TO DETERMINE WHETHER OR NOT TO EXERCISE HIS RIGHT ON AN
OPTION DEPENDING ON HOW THE OPTION’S STRIKE PRICE COMPARES TO THE UNDERLYING FUTURE’S PRICE. THE FUTURES
CHARTS ARE NOT INTENDED TO IMPLY THAT OPTION PRICES MOVE IN TANDEM WITH FUTURES PRICES. IN FACT, OPTION PRICES
MAY ONLY MOVE A FRACTION OF THE PRICE MOVE IN THE UNDERLYING FUTURES. IN SOME CASES, THE OPTION MAY NOT MOVE
AT ALL OR EVEN MOVE IN THE OPPOSITE DIRECTION OF THE UNDERLYING FUTURES CONTRACT.
Futures, options and derivatives products inherently involve substantial leverage and also greatly increase the risk of loss. There
is no additional portfolio leverage applied to generate the returns. References to the S&P 500 Index (“S&P 500”) and CBOE data
are based on published results and, although obtained from sources believed to be accurate, they have not been independently
verified.
Risk Factors: Hedge funds and Managed Accounts have certain inherent risks associated with them, including but not limited to
the following:
(i) the funds and managed accounts are speculative and involve varying degrees of risk, including substantial degrees of risk in
some cases;
(ii) the funds and managed accounts may be leveraged and may engage in other speculative investment practices that may
increase the risk of investment loss; (iii) the funds' and managed accounts performance may be volatile; (iv) an investor could lose
all or a substantial amount of his or her investment; (v) the investment managers have total trading authority over the funds, the
funds are dependent upon the services of the investment managers, and the use of a single advisor could mean lack of
diversification and, consequently, higher risk; (vi) the funds may have varying liquidity provisions and limitations and there is no
secondary market for investors' interests in any of the funds and none is expected to develop; (vii) there are restrictions on
transferring interests in the funds; (viii) the funds' fees and expenses may offset the funds' trading and investment profits; (ix) the
funds may not be required to provide periodic pricing or valuation information to investors with respect to individual investments;
(x) the funds are not subject to the same regulatory requirements as mutual funds; and (xi) the funds are subject to conflicts of
interest.
This document does not constitute an offer of any commodities, securities or investment advisory services. Any such offer may be
made only by means of a disclosure document or similar materials which contain a description of material terms and risks. This
document, which has been furnished on a confidential basis, is exclusively for the use of the person to whom it has been delivered,
and it is not to be reproduced or redistributed to any other person without the prior written consent of Lake Hill Capital
Management LLC. This information is for use by sophisticated or institutional investors only and should not be the basis of any
investment decision. Additional information is available upon request. This investment may not be suitable for all individuals. No
investments or services mentioned or described herein are available to “private customers” as defined by the UK Financial Conduct
Authority or to anyone in Canada not a “Designated Institution.”
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