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The global railway
network.

Click on the image to see the larger,
way cooler version.
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Thursday, September 23, 2021

Stonks and BTC

The 55-day moving average has ruled the SPX all year and now we are trading below
it. Futures made a perfect retest of the level on a quick spike this morning (see zoomed
box on chart below). With PMIs set to roll over, brisk and accelerating deflationary
headwinds from China real estate (China Fortune Land Development just halted as I'm
typing this), central bank and fiscal support near peak, Fed taper on the horizon, supply
side problems likely to hurt growth, and (finally) a break of the 55-day MA, the bear
side of stocks makes sense.

When trading stocks from the short side, | take my shot, pick a stop loss, and if | get
stopped out, | move on. Tactical shots from the short side can be fun and lucrative
while persistent bearishness in a bull market is a waste of energy and money. I'm
bearish with a stop at 4451 (details in sidebar). Here is the chart.

S&P 500 futures this year with 55-day MA

Daily ESv1 10412021 - 101712021 (NYC).
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BTC Microstructure around the FOMC meeting

| was curious to see how bitcoin trades around the FOMC meeting. Does it follow
interest rates, the USD or just nothing at all? Answer: The USD.

Correlation of 1-minute changes, 1 p.m. to 4 p.m. yesterday*

BTC | EURUSD | EDZ2 EDZ3
BTC
EURUSD 27%
EDZ2 17% 49%
EDZ3 sl  Goel esw |

Check out the tick charts on the next page.

1 EDZ2 vs. EDZ3 correlation in reality is very high but on 1-minute change data, there is enough noise that the
correlation falls down to 65%.
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BTC and EURUSD from 1 p.m. to 4 p.m. yesterday
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BTC and EDZ3 from 1 p.m. to 4 p.m. yesterday

Obviously, EDZ3 and EURUSD move in tandem after an FOMC announcement. Bitcoin is also impacted by Fed
policy expectations, and so you might expect some correlation to the other Fed-driven stuff. But it gets more
interesting when EDZ3 and EURUSD diverge. In those instances, bitcoin must pick one asset or the other to follow.

As you can see in those two charts, yesterday, bitcoin chose EURUSD. This suggests to me that high frequency
bitcoin correlation algos are programmed to follow the USD. | hope you find that interesting. Interesting the way
items viewed under a microscope are interesting... Not like: “Hmm, this cheese smells interesting.”

I used EURUSD for this analysis, but if you look at correlations over the past 60 days, BTC is actually more
correlated with risky currencies like CAD, CLP, NZD, AUD and GBP than to funders like EUR, CHF and JPY. | think
it makes sense to think of BTC as an extremely volatile and extremely idiosyncratic risky asset currency. Like
AUDJPY in 2008 but with a 30% correlation to stocks instead of 99%.

Two good reads

Have a high-speed, but on-the-rails day.

good luck Tl be nimble
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https://finance.yahoo.com/news/7-ways-men-live-without-working-in-america-092147068.html
https://asia.nikkei.com/Politics/Japan-election/BOJ-eyes-LDP-race-as-hawkish-outlier-Takaichi-gains-strength
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Yesterday’s non sequitur stimulated much dialogue. Thank you to all those who
offered explanations. The explanation that follows explains most of the difference
between US and China. The USA has thousands of tiny airports for private
planes while most countries do not. See table below which shows railway stats
for comparison since many thought China’s rail network is a substitute for
airports.

Full reader response (reprinted with permission):

Hi Brent, a quick comment on the number of airports in the U.S. vs China. Most of the
U.S. airports (roughly 12,900 of the 13,513 that you mention) are class E or
uncontrolled airspace airports usable by small craft (think Cessna 172). Of the ones
usable by jet traffic, there are approximately:

40 Class B airports (e.g. JFK, BOS, SFC)
116 Class C airports (Albany)
474 Class D airports (Westchester County)

My hunch (from having flown over various parts of the world piloting a large size
private jet) is that the likes of China and Russia have almost no uncontrolled airspace
airports for reasons related the military deployment, history (very skinny pickings in
private flight schools outside of major cities), weather, etc. If you compare Class B, C,
and D airports usable by jet traffic, the comparison would not be as drastic.

Top 10 countries by rail transport network size

K Length EIIectrifihed Population per
Ran Country engt km track
(km) (km)

1 United States 149,407 2,025 2,060
2 China 146,300 100,000 9,570
3 Russia 85,600 43,800 1,678
4 India 67,956 45,881 19,656
5 Canada 64,000 129 674
6 Germany 40,625 22,500 2,145
7 Argentina 36,966 190 1,117
8 Australia 33,168 3,393 742
9 Brazil 29,817 9,025 7,225
10 France 29,273 15,687 2,374

Page 1 image credit: By Jkan997 - Own work, CC BY-SA 4.0
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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.
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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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