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MacroTactical Crypto #9
Flat is good
The ETH short initiated at 4210 on November 17 reached the 3010 target. See MTC#4 if you missed it. MTC#4
explains the whole bear thesis and why I have been generally bearish crypto for the past few months. The idea grew
and got better as the Fed got more hawkish and the crypto hype machine took on a bit of water in the last few weeks.
Now, I’m going to neutral for a bit. Many cyclical negatives remain for crypto (Fed and halving cycle both still bearish),
but price is oversold and the crypto hype cycle is wayyyyy off the highs.
I got a bunch of emails asking whether I’m still bearish ETH and the answer for now is: no. When I put on a trade,
and it hits the target, I like to enjoy the feeling of getting back to flat for a while and look around for fresh ideas. There
is a particular power and clarity of mind in trading that you can only achieve when you have no position. As a trader,
I’m a huge believer in the power of flat. Here’s a quick excerpt from Alpha Trader:

Note to anyone reading this who does not know me: I’m a trader, not an investor or a HODLer. My time horizon is
usually one day to one month with occasional, but rare, swing trades that last one or two months. The ETH short
idea, initiated November 17 and closed this past weekend after 52 days, is about as long-term as I get. I am longterm bullish on blockchain and related technologies but always agnostic on price. I am equally happy long, short, or
flat crypto. I don’t care how it all pans out, I’m just here for the fireworks.
The Reflex1
It is well known that there is reflexivity in financial markets where narratives impact the price of assets, but price
movements also impact the narrative. New traders and investors always find this hard to grok, but the fact is that
A kind of lame but also neat thing: I was at the filming of “The Reflex” video. Maple Leaf Gardens, Toronto. Duran Duran show, March 5, 1984.
First concert I ever went to. If it makes you sad that I liked Duran Duran, I was also a big Iron Maiden fan. Iron Maiden was the second concert I
ever went to. Same year (Twister Sister opened!). I also owned the limited edition, red vinyl “Number of the Beast” LP.
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price changes impact narratives as much as narratives impact price. It’s a never-ending series of feedback loops.
Complex systems like financial markets are always looking for, but never quite reach equilibrium.
Nowhere is that process of feedback loops and reflexivity more important than crypto. The entire asset class is built
on a foundation of narratives because there are no future cash flows or real-world assets to value. Instead, valuation
is driven by an ever-changing mix of excellent utopian dreams of a new monetary system, cool dapps, Web3, DeFi,
and countless other legitimate bull narratives. Sharing the stage with the legitimate narratives are charlatan
influencers paid to shill altcoins so whales can dump them into lottery ticket buying all-in FOMO retail. And then toss
in a broad range of unregulated quasi-securities just for fun.
It all makes for a spicy concoction on the way up—and on the way down. On the way up, the reflexivity validates the
narrative and on the way down, the Web3 haters get more airtime and the agnostics and atheists start to think…
“Wait, what problems are we actually solving with these so-called ‘solutions’”?
I try to be as positive as possible on Twitter, but this made me chuckle, so I had to reply.

Maybe there was more in the thought process than just the content of the tweet (there’s not much room to elaborate
on Twitter), but you see this kind of solution in search of a problem stuff a lot in Web3. I admit these swipes at Web3
are deliberately disingenuous, but… They are also funny. So here’s another one:
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I understand the difference between a PDF and an NFT, but like all good humor, these jokes contain some element
of truth here.
Anyway, I’m not an expert on Web3. Maybe it’s 96% hype and shill, or maybe it’s the Next Big Thing™. My point is
that the negative takes coming non-stop from folks like Stephen Diehl (and many others) receive more amplification
and credibility when crypto prices are falling. And of course, Arthur Hayes is piling on!!! When crypto prices are rising,
negative narratives are old men yelling at clouds. When prices are falling, it’s a tiny bit harder to ignore the lessoptimistic hypotheses.
I tend to think Web3 will be super awesome, but the hype is literally years ahead of the reality in many sub-sectors
such as GameFi. Token-first, game-second projects and an infinite collection of competing metaverses look super
unappealing to me and make me particularly skeptical of this metaverse and GameFi hypewave. When great games
are tokenized, or a winner looks to be emerging from the metaverse cacophony, I will be more bullish. In the short
term, I see stuff like The Sandbox which looks a bit like a 3D interactive version of the Million Dollar Webpage from
1996. It could be a metaverse winner, but so could literally 1000s of other competitors.

2021 vs. 1996: Look how far we’ve come!

jk please don’t @ me about this

I outlined the bearish SAND view in MTC#8. It’s not that there is something specifically to dislike about The Sandbox.
It’s simply a good proxy for the recent metaverse mini-bubble and some portion of insiders will be unlocked (allowed
to sell) this week. With SAND trading at $4.50 and insiders likely long below $0.012… There is a big incentive for the
influencers and insiders to hit any old bid once unlocked.
In 1999/2000, there was heavy traffic on websites devoted to tracking the lockup expiry dates for NASDAQ IPOs.
Insiders are long at absurdly low levels and will sell with reckless abandon the second they are free to do so. Here’s
an academic paper on the topic. The TLDR is:

After an initial public offering, most existing shareholders are subject to a lock-up period in which
they cannot sell their shares for a prespecified time. At the end of the lock-up, there is a permanent
and large shift in the supply of shares. The lock-up expiration is a particularly interesting event to
study because it is (i) completely known and observable, and (ii) potentially meaningful economically
2

I’m just guessing, but I bet this isn’t far off.
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given the existing literature on supply shocks. This paper investigates volume and price patterns
around this period and documents several interesting results. Specifically, even though the event is
totally anticipated, there is a 1% to 3% drop in the stock price, and a 40% increase in volume, when
the lock-up ends.
Making money shorting unlocks requires considerable skill and excellent timing. The lockup information is
publicly known and thus timing on entry and exit are critically important. By the way, here is a list of Sandbox Partners.
South China Morning Post teaming up with Snoop Dogg and Deadmau5… Random!

I’m not hating on The Sandbox project. It looks kind of cool and… I’m a Deadmau5 AND Richie Hawtin fan, so there’s
that. But the point is that the metaverse hype has passed its peak and the SAND unlock is coming this week. The
token is already down 15% since I wrote about it 06JAN, but bubbles tend to drop 80% to 85% high to low once they
burst. 80% off the ATH for SAND is $1.68. Note: I’m not putting the SAND short in here as a trade idea because I
have no way of shorting SAND.
The gangster trade is vol-weighted short SAND / long BTC. That’s a nice way to get short overhyped Web3 while
staying crypto neutral because the overall market looks oversold. If I could do that trade, I would. But I can’t! American
crypto regulations are impeding important crypto RV spec trades!!
That’s it for today. If you would like to read my daily global macro note, you can sign up here. That’s my best work!
($490/year). MTC is just for fun. Thanks for reading!
/// bd
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MTC 9: Flat is strong
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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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