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Regime shift

It looks like the regime shift | described in the last few am/FXs is here. We are out of
inflation panic (bonds down / stocks down) and into the liquidation, slowdown panic.
US 10s got to within 6bps of the 3.26 target from the last cycle. Amazing.
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is a nice look at how Amazon is not the only overstaffed tech company in the US.

New startup layoffs since COVID-19

® New Employees Laid Off W New Layoffs
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The reflexivity of lower stock prices, option-based compensation, and falling
confidence is rhyming pretty closely with 2001 for now. One major difference now is
inflation, of course, and that is why bonds did not top out when stocks did. In 2001,
it was all one trade as you can see here.

US 2-year and 10-year yields and 1998 to 2003
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https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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Here’s the same chart for the past year:

US 2-year and 10-year yields and since May 2021

May - 2021 Aug - 2021 Now - 2021 Feb- 2022
— USGGAYRIndex (L1)  — USGG10VR Index (R1) SPXIndex (R2)

Stocks down but yields remain firm. That’s the difference between an inflationary bust and a disinflationary one.
At this point, though, even as it looks like we are transitioning into a more disinflationary stock/bond correlation
regime, | don’t think US 10-year yields will go much below 2.65%/2.70%, so we trade a 2.65%/3.05% range for a
while. The really interesting question is whether the Fed can stick to the autopilot 50 bp plan or do they get cold
feet as the economic vibes and stock market point the other direction? | am sure the June hike is a done deal, for
example, but will they stay hawkish at that meeting or back off?

The Fed is in this difficult spot because of the extreme asymmetry of policy action speed. They cut instantly and
massively, but they make any excuse not to remove accommodation and therefore by the time they are finally
ready to hike, the economy is near or past peak.

There has been some mildly messy stuff going on in markets, but not enough to achieve a cathartic end to this
asset repricing. | still like CADJPY and other cross/JPY lower because:

e Regime shift in bond / equity correlation (see am/FX: Sniffing out a_corr flip is bearish USDJPY and
bearish cross/JPY as long as stocks are suffering, and | think they will continue to sag. This episode
probably needs to end with a big scary down day.

e Post-BOJ positioning in cash was large and is now out of the money.

e 127.00 is bare minimum downside target in USDJPY. That is a HUGE level. It was the Tokyo open when
the big rally started and there was a strong retest and hold in late April. If you are short USDJPY or

cross/JPY | would exit in the 127.00/25 zone. That is probably around my 97.00 target in CADJPY.
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https://www.spectramarkets.com/wp-content/uploads/2022/05/AMFX-Sniffing-out-a-corr-flip-10MAY22.pdf
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Coins

Tether did this last night:

UsDT/AISD

Tether / USD, 5, FTX LS~ L9923 H0,99438 LO9M0E C0.9048 +0.0026 [+0,26%)
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Chart from FTX

Tether broke to 0.9500 overnight and has -
come back. | find it hard to imagine anyone Coinbase 2031 bond
would keep their money there so there
should now just be wave after wave of
selling as institutions and individuals exit.

There have been transparency and fraud
concerns with Tether for years but now
that the liquidity tide is going out, we will
find out how liquid the supporting collateral
is. Let's hope it's not Coinbase bonds,
which currently look like this

Have a money day.

good luck T be nimble
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Fr. 1905-L 1969B $1 Error Very Fine

Federal Reserve Note 3 SPPQ

Serial #L99999199A = Insufficient Inking of Digit in Serial
Plate #H360/1425 Numbers

| THIS NOTE 1S LEGAL YENSRR
FOR ALL DESTS, PURLIC AND PRIGATE

| am fascinated by bills with cool and erroneous serial numbers

http://www.coolserialnumbers.com/forsale.aspx
http://www.coolserialnumbers.com/Solids.aspx

Fr. 1915-F 1988A $1 Very Choice New
Federal Reserve Note

Serial #F54545454C
Plate #A35/43

A ISP I IR AN IR STEREVIEE NOKED

THIS NOTE 15 LEGAL TENDIR

) FOR ALL DERTS, PUBLIC AND PRvATE (D
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https://www.linkedin.com/premium/products/?destRedirectURL=https%3A%2F%2Fwww.linkedin.com%2Ffeed%2F%3FshowPremiumWelcomeBanner%3Dtrue&upsellOrderOrigin=premium_nav_upsell_text
http://www.coolserialnumbers.com/forsale.aspx
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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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