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Home Holoportation 
technology has arrived 

 
 

 
 
 

Current Views 
 
 

Long NZDUSD @ 0.6692 
Stop loss 0.6614 

Take profit 0.6818 
 

Long BTC @ 38220 
Stop loss 31400 

Take profit 49900 
 

Bullish EURGBP 
Long 18MAR 0.8550 EURGBP digital 

call at 24% (spot ref. 0.8426) 
 

    

  

 

 
 
 
 

 
 
 

Where to stash all the cash? 
 

Interesting delayed reaction in yields and bitcoin today as the market processes the 
historic moves by the EU, US and other nations to freeze or seize the proceeds of 
Russian oil. Everyone is now trying to figure out who might want to move money whereas 
the global financial system is officially more and more weaponized. 
 
Here are the largest FX reserve holders in the world: 
 

 
 

In a cooperative game, more global trade and 
the accumulation of FX reserves makes sense. 
 
In a competitive game, where your currency 
holdings are issued by an adversary and can be 
frozen or vaporized at that adversary’s 
discretion… Global trade and the accumulation 
of FX reserves makes… Less sense. 
 
China currently holds about 2,000,000,000,000 
USD (That’s trillion, with a T) in its big fat 
electronic wallet. It also holds many, many 
euros. One might reasonably think that those 
numbers will go down from here, not up, as the 
PBoC hedges future sanctions risk. 
 
But where can all that money go? At right you 
can see there are not a lot of options. If you want 
to buy liquid fixed income, you pretty much need 
to buy the debt of a US / EU ally. 
 
So, what can China do? 

  

Tuesday, March 01, 2022 

http://bdonnelly@spectrafx.com
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http://www.pagetutor.com/trillion/index.html
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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Here are four options. None of them are great. 

 
1. No more USDCNH buying. Easy for USDCNH to go down, hard for it to go up. This may already be happening. 

The easiest way to shrink the USD reserves is to let US bills and bonds mature, QT-style, and reinvest the 
proceeds elsewhere. As long as China does not buy USD, their USD proportion will slowly grind lower. It was 
79% in 2005 and it’s now 60%. 

2. Sell USD and buy Asian currencies, EM, or gold. The list of currencies China can buy is short because China’s 
list of allies is short and the countries on that list are not rich in liquid fixed income offerings. Russia, Pakistan, 
and North Korea, for example, do not offer liquid bond markets suitable for parking trillions of USD. Brazil, 
perhaps? Even Switzerland has gone with the sanctions and is not a safe haven in the event of a cataclysmic 
series of sanctions against China. 

3. The Reset? China bails from the current global monetary system and starts a parallel system. Fun to talk about 
but seems highly suboptimal for a country known for its ability to play the long game. 

4. Diversify into bitcoin? That’s not happening but it’s not the worst idea in the world. They could probably deploy 
half a trillion in crypto if they went slow. 

 
Anyway, this is all super big picture but worth thinking about. USD and EUR, as China’s largest reserve holdings, are 
less attractive today than they were a week ago. The paucity of options is the biggest impediment to any sudden move, 
but the bitcoin maximalist view of fiat is coming true bit by bit. 
 
The definition of “fiat” contains the word “arbitrary” and actions in Canada and against Russia show this is probably a 
somewhat valid descriptor! Especially as the Fed expands its balance sheet with CPI at 7%--despite advertising a 2% 
inflation target. That feels pretty arbitrary too. 
 
 

20 years of evidence 
 

 
Sunday night, the market piled into short EURUSD and short USDJPY on the weekend sanctions news. This never 
ceases to amaze me because there is so much evidence over so many years showing that going with a Sunday gap 
pretty much never works. I have done studies on this in the past and decided to update my data. Here are the results: 
 
P&L of going against a Sunday gap in EURUSD             …and USDJPY 

     
 
 

The chart shows what would happen if you bought every gap down and sold every gap up and covered at 5pm NY 
Monday. The minimum gap to qualify is 75 pips in EURUSD or 50 pips in USDJPY. The hit ratio is about 80%. In other 
words, the hit ratio of selling EUR gaps lower or buying gaps higher on Sunday is about 20%. This is true in all 
currencies, including EM (even Turkey!). There is no alpha in going with Sunday gaps and there is a ton of alpha in 
fading them. 
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The reason for this is behavioral / structural. When scary news comes out on the weekend, there are no buyers. The 
price probes lower and lower, sucking up all small bits of liquidity until finally it finds a huge pocket of bids and that’s 
the extreme point / brick wall. 
 
The trade is hard to do systematically because it goes against every instinct in your body. 
 
“Russia cut off from SWIFT? Buy euros!” 
 
“Greece vote fails and they are going to get booted from the EUR? Buy euros!" 
 
They are stupid trades that make no sense and that is why they almost always work. There is a section in my first book 
on these Sunday gaps; I have included it as an appendix today. Key excerpt: 

 
Precisely because it is so incredibly scary and difficult to trade, the Sunday Gap is one of the most 
profitable setups in currency trading. Watch for it and take advantage if you dare! This is a double black 
diamond setup and not for the faint of heart. 

 
Is it weird for me to quote my own book? I’m not weird—you’re weird. 
 
 

Final thoughts 
 

 
State of the Union tonight. Possible event risk into it and after it. For example: 
 

• SPR release or Iran announcement just ahead of it or just after. 

• Russia major escalation right before or during (to steal the spotlight / send a message). 
 
Bank of Canada tomorrow. Hawkish 25bps I think. 
 
Have a somewhat transparent day. 

 
 
 
 

good luck ⇅ be nimble  
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Excerpt from “The Art of Currency Trading” 

Sunday Gaps 

The Sunday Gap pattern is one of the most reliable patterns in foreign exchange but also one of the 

most difficult to trade. The pattern arises when there is major news out over the weekend and the market 

reopens at a new level on Sunday. There are dozens of examples in the past 20 years, including the weekend 

Saddam Hussein was captured (bullish USD), the weekend Greece voted against the IMF bailout (bearish 

EUR) and the weekend Recip Erdogan declared that financial markets were at war with Turkey (bearish 

TRY). 

The stunning feature of Sunday gaps is that they almost always fully reverse within 48 hours. In 2012 

I did a study of 20 different Sunday Gaps and found 85% of them reverse to the prior Friday close within two 

days. This happens because the market gets overextended and out of balance as it attempts to find a new 

equilibrium in a thin market where there are only buyers or sellers (depending on the news) and nobody to 

take the other side. This huge opening order imbalance makes the market move much more than it would 

have otherwise and this overextension then corrects substantially as liquidity returns to normal in the Asia 

session. 

Example 1: Greek Referendum 2015 

In July 2015, Greek voters went to the polls to vote on whether or not to accept bailout conditions 

imposed by the European Commission, IMF and ECB. The vote was a resounding no (61% to 39%) and this 

was viewed as a negative outcome for the European Union and EUR. Here is what EURUSD did on the 

Sunday open: 

  



  

 

 

 
 

SPECTRA MARKETS: LOOK FORWARD 

 
5 

 

Tick chart of EURUSD the Friday before and Sunday after the Greek referendum in 2015 

July 3 to 6, 2015 

 

This is a classic Sunday gap. The market closed at 1.1084 on Friday and then gapped much lower to 

open at 1.0980 on Sunday (see gray area in the middle of the chart). EURUSD probed the downside one 

more time (1.0970 is the low) and then rallied all the way back to the Friday close of 1.1084; this happened 

even though the news was unambiguously bad. Let’s look at another more recent example. Note that I could 

fill 25 pages with examples like these—it’s a common and powerful pattern. 

Example 2: Turkish Lira Crisis 2018 

In August 2018, investors were on edge about Turkey’s massive current account and corporate 

financing deficits. The story escalated as President Erdogan refused to allow the central bank to raise interest 

rates. Friday, the market expected things to get better as President Erdogan was scheduled to speak on 

Saturday and he would almost certainly make positive remarks to soothe nervous markets. 
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Instead, Erdogan made a fiery anti-US speech and said that Turkey would not back down from this 

“Economic War”. Investors watched with bated breath as markets opened on Sunday and here is what 

happened: 

Tick chart of USDTRY around the August 10, 2018 weekend gap 

 

USD/TRY closed at 6.40 on Friday and then opened more than 10% higher at 7.10 on Sunday 

afternoon (see white vertical section). Over the next 12 hours, the market proceeded to fill the gap and trade 

all the way back to 6.40. Once again, even with terrible news (bullish USDTRY news), the Sunday gap 

reversed completely. 

These gaps are extremely difficult to trade because in order to fade the gap you need to take the 

opposite side of what looks like very important news. The strategy is simple: Take the other side of the gap 

in the opening hour of trading in a position size that makes you feel comfortable. Put a stop loss one average 

daily range away. Cover (take profit) when the gap is 90% filled. 

Precisely because it is so incredibly scary and difficult to trade, the Sunday Gap is one of the most 

profitable setups in currency trading. Watch for it and take advantage if you dare! This is a double black 

diamond setup and not for the faint of heart.    END 
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That’s a hologram in there 

 
 

Amazing new technology 
 
 

https://www.portlhologram.com/m 
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Click here to subscribe to am/FX 
 
 

 
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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