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Helicopter seeds are called
“samara”. They are an
excellent example of how
plant and animal evolution
have converged on many
identical aerodynamic
solutions.
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Gas panic

Peak energy panic?

Looking at the volumes in ETFs and other listed funds can be a useful way of
measuring sentiment in unlisted products. For example, we used to watch DXJ for
Abenomics sentiment and UUP for retail dollar sentiment. This helps give a sense of
how many tourists are in a product and can help identify sentiment extremes.

Yesterday’s volume in UNG (the NYSE-listed natural gas fund) was more than 4X its
prior 20-day average. That is highly unusual and has marked the top of NG within one
day on the prior two occasions. It's a small sample size but | think it's worth noting as
it’s logical to forecast that frenzied interest from tourists might identify a blow-off top in
a mean reverting market like natural gas. The number of people talking about gas
station lineups and failing energy retailers in the UK is also probably a potential sign of
a peak in the Great Energy Panic of 2021. Here is a chart:

NG1 with UNG volume spikes marked

Generic first NG future

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
ERUNG volume >4x prior 20-day average — NG1

| have excellent investment experience and knowledge

Here is a key excerpt from the abstract (bold emphasis mine):

When Do Investors Freak Out? Machine Learning Predictions of Panic Selling

Despite standard investment advice to the contrary, individuals often engage in
panic selling, liquidating significant portions of their risky assets in response to
large losses. Using a novel dataset of 653,455 individual brokerage accounts
belonging to 298,556 households, we document the frequency, timing, and
duration of panic sales, which we define as a decline of 90% of a household
account’s equity assets over the course of one month, of which 50% or more is due
to trades. We find that a disproportionate number of households make panic sales
when there are sharp market downturns, a phenomenon we call ‘freaking out’.


http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.spectramarkets.com/wp-content/uploads/2021/09/AMFX-Rectification-16SEP21.pdf
https://www.youtube.com/watch?v=D431CwC9wTw
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3898940
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We show that panic selling and freak-outs are predictable and fundamentally different from
other well-known behavioral patterns such as overtrading or the disposition effect. Investors
who are male, or above the age of 45, or married, or have more dependents, or who
self-identify as having excellent investment experience or knowledge tend to freak

out with greater frequency.

One of the most interesting and counterintuitive parts of the paper is the table on page 19 which shows the
relative propensity of investors to freak out, by occupation. Real estate agents, self-employed individuals,
consultants, professionals, and finance people freak out the most. Paralegals, minors, social workers,
government employees, and police-military freak out the least. In other words, the more sophisticated you are,

the less chance you have diamond hands. Apes together strong.

They still got pay phones, it costs a dollar a minute

It has been an epic month for the Nikkei as you can see in the
table at right. The table shows the 25 largest months of Nikkei
outperformance vs. the S&P 500 going back to 1980. This
month, the differential is Japan +8.5% (Nikkei up 4.9% with
SPX down 3.6%). A quick scan of that table shows that the
month after, the SPX tends to make a comeback, with an
average outperformance of 1.4%. This is primarily because US
equities have massively outperformed Japan since 1990.

Still, I think it's mildly interesting that even in years like 2012
and 2013, in the throes of a raging Abenomics ripper, the Nikkei
had trouble cobbling together a two-month winning streak
against the ever-exceptional USA.

GBP

| have been bearish GBP on the “hiking into an energy and
labor shortage is bad” theme but | will say this: people tried this
trade in the USD at the end of 2020 (sell USD, sell bonds) and
it worked for a few weeks then went horribly wrong. Fast. Juicy
nominals attract money flows once real rates stabilize. | am not
bearish GBP anymore.

Month end

The market is a bit confused going into this month end. The
models all say buy USD but obviously a lot of dollars have been
bought already and fast money is long USD too. My gut still
says it’s time to take profit on USDJPY longs and reload lower.
The epic resistance levels all come in around 111.75/112.40,
bond markets are stable off the lows, and the turn of the month
is often a turn in trend for FX markets. The AUD, GBP and NZD
sell-offs look extended and USDCNH is failing to launch.

Careful with those USD longs.

Nikkeivs. | NKYvs.

SPX SPX t.hE

(perf. difierence | following

Date for the month) month
10/31/1990 20.7% -16.9%
8/31/1992 15.9% -4.6%
4/30/1993 151% -4 0%
1/31/1994 12.9% 1.9%
7/31/1995 11.7% 8.7%
12/31/2009 11.1% 0.4%
3/31/1986 11.0% 1.2%
4/30/2002 10.4% 3.3%
4/30/2013 10.0% -2.7%
1213172012 9.3% 2.1%
10/30/1987 9.3% 8.2%
4/30/1987 9.1% 5.8%
9/30/1991 9.0% 4 3%
11/30/2000 8.8% -6.3%
8/31/1995 8.7% -5.1%
9/30/2005 8.7% 2.0%
9/30/2002 8.5% -16.6%
9/30/2021 8.9%

12/30/2005 8.4% 0.8%
1/31/2000 8.3% 4 2%
11/30/2010 8.2% -3.6%
11/30/1987 8.2% -12.2%
212812002 8.0% 0.5%
1/30/1998 8.0% -5.8%
10/31/2016 7.9% 1.7%

good luck N be nimble

SPECTRA MARKETS: LOOK FORWARD
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It is the time of year for helicopter seeds in Connecticut

Helicopter seeds are called “samara”... They are winged fruit in which a flattened wing of
fibrous, papery tissue develops from the ovary wall. The shape of a samara enables the
wind to carry the seed farther away from the tree than regular seeds would go and is thus a
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https://en.wikipedia.org/wiki/Anemochory
https://www.caltech.edu/about/news/maple-seeds-and-animals-exploit-same-trick-fly-1540
https://iopscience.iop.org/article/10.1088/0951-7715/25/1/C1
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What is AM/EX?

AM/FX is Brent Donnelly’s must-read daily macro letter, published since 2004.

It is a clear and concise daily look at one or two important topics related to global
markets. Brent talks macro, narrative economics, trading strategy, tactics,
positioning, technicals, and market psychology as he covers whatever markets
are in play. Topics covered include FX, crypto, stocks, fixed income,
commodities, and macroeconomics.

Brent's huge network of hedge fund, real money, central bank, and trading
contacts give him unique insight into what’s driving markets today, and what will
move markets tomorrow.
Brent offers actionable analysis, clear directional views, and real trade ideas as
he helps you surf the current narrative. He puts new themes on your radar before
they hit the mainstream.

AM/FX is relevant, concise, and original. And not boring.

Subscribe to AM/EX here

Spectra Markets is the shiny new digital media division of Spectra Holdings.

As President of Spectra Markets, my goal is to build a place where every trader
and investor goes for smart, independent, and original financial markets content.
The vision is to build a company that produces forward-thinking and mind-
expanding financial markets coverage. Real-world market intelligence for every
trader and investor.

Spectra Markets: Look Forward.

SPECTRA MARKETS: LOOK FORWARD
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Markets and Trading Commentary Disclaimer

This material has been provided by Spectra Markets, LLC (“Spectra Markets”). This material is confidential and
therefore intended for your sole use. You may not reproduce, distribute or transmit this material or any portion thereof
to anyone without prior written permission from Spectra Markets.

This material is solely for informational and discussion purposes only. Spectra Markets is not a registered investment
advisor or commodity trading advisor. This material should not be viewed as a current or past recommendation or an
offer to sell or the solicitation to enter into a particular position or adopt a particular investment strategy. Spectra
Markets does not provide, and has not provided, any investment advice or personal recommendation to you in relation
to any transaction described in this material. Accordingly, Spectra Markets is under no obligation to, and shall not,
determine the suitability for you of any transaction described in this material.

To be clear: Your individual circumstances have not been assessed. You must determine, on your own behalf or
through independent professional advice, the merits, terms, conditions, risks and consequences of any transactions
described in this material. Securities described in this material may not be eligible for sale in all jurisdictions or to
certain categories of investors. This material may also contain information regarding derivatives and other complex
financial products. Do not invest in such products unless you fully understand and are willing to assume the risks
associated with such products. Neither Spectra Markets nor any of its directors, officers, employees, representatives
or agents, accept any liability whatsoever for any direct, indirect or consequential losses (in contract, tort or otherwise)
arising from the use of this material or reliance on information contained herein, to the fullest extent allowed by law.

The opinions expressed in this material represent the current, good faith views of the author at the time of publication.
Any information contained in this material is not and should not be regarded as investment research or derivatives
research as determined by the U.S. Securities and Exchange Commission (“SEC”), the U.S. Commodity Futures
Trading Commission (“CFTC”), the Financial Industry Regulatory Authority (“FINRA”), the National Futures Association
(“NFA”) or any other relevant regulatory body. The author is currently employed at a trading desk. The opinions may
not be objective or independent of the interests of the author. Additionally, the author may have consulted with various
trading desks while preparing this material and a trading desk may have accumulated positions in the financial
instruments or related derivatives products that are the subject of this material.

Spectra Markets does not guarantee the accuracy, adequacy or completeness of the information presented in this
material. Past performance and simulation data do not necessarily indicate future performance. Predictions, opinions
and other information contained in this material are subject to change continually and without notice of any kind and
may no longer be true after the date indicated. Any forward-looking statements speak only as of the date they are
made, and Spectra Markets assumes no duty to and does not undertake to update forward-looking statements.
Forward-looking statements are subject to numerous assumptions, risks and uncertainties, which change over time.
Actual results could differ materially from those anticipated in forward-looking statements. The value of any investment
may also fluctuate as a result of market changes.

Spectra Markets is affiliated with Spectra FX Solutions LLC, an introducing broker that is registered with the NFA;
Spectra FX Solutions LLP, which is a registered entity with the U.K.’s Financial Conduct Authority; and SpectrAxe,
LLC, a swap execution facility that is currently in the process of registering with the CFTC. The disclosures for Spectra
FX Solutions LLC and Spectra FX Solutions LLP related to the separate businesses of Spectra FX can be found at
http://www.spectrafx.com/.
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