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If it was easy, it wouldn’t pay so well 
 

I was walking around Fairway Market in March 2008, pushing a toddler in an orange 
Bugaboo stroller with one hand and nibbling on not-yet-paid-for grapes with the 
other when my Blackberry started buzzing like mad. I looked down to see that 
completely surreal / absurd headline in today’s am/FX sidebar. The stock closed at 
thirty-something on Friday, and this was clearly some kind of a typo. The purchase 
price must be $20? Nope. $2. 
 

Bear Stearns stock, 1999 to 2008 
 

 
Price was eventually renegotiated to $10 

 
Very shortly after this announcement, the Fed announced a cut in the discount rate. 
Stocks and USDJPY shot higher. I thought: USDJPY is a rates trade, not a stock 
market trade, and I called Lehman Tokyo to sell 50 USDJPY. By the time I finished 
the groceries, walked home, and unpacked them, USDJPY was 200 points lower. 
 
The point of this short story is that USDJPY has been a US rates trade, not an 
equity trade, not a safe haven bet, and certainly not a Bank of Japan policy trade… 
For my entire career. I was thinking about this because I was going over what 
happened to USDJPY in 2023 and the various temporary dislocations between 
USDJPY and US yields. 
 
And while that story reflects conditions in 2008 and what I’m going to write in the 
rest of this piece reflects conditions in 2023, even the shock cut to negative rates 
by the BOJ in 2016 impacted USDJPY for only a few hours and then USDJPY went 
straight down for six months. It only rallied when excitement over Donald Trump’s 
procyclical fiscal stance emerged in November and US yields shot higher. And the 
story at the start of Alpha Trader is about the persistent but laggy USDJPY vs. yields 
relationship around the flashcrash in 2010. 
 
If you would like to hear an audio version of that story, you can hear it here. 
 
This is not to say that the USDJPY vs. US yields relationship is mechanical or 
guaranteed to work on every fractal. It’s a general framework that works consistently 
over time but not continuously every single day or every single week. 
 
Turning to more recent times, this first chart is fun because of the shape of it. The 
chart on the next page simply plots the level of USDJPY vs. the level of US 10-year 
yields from 2020 to 2023. I know plotting levels against levels is not rigorous, I’m 
only showing you the chart because it’s humorous in its Ouija-board-like message: 

  

http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://spectra-markets.simplecast.com/episodes/a-quick-story-before-we-start
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USDJPY vs. US 10-year yields scatterplot of levels, 2020 to now 
 

 
 
From the lower left to the upper right, as Dennis Gartman would have said. And if we look only at changes, we 
get a similar look. Note that I’m only using US 10-year yields here; I’m not even considering Japanese yields 
because they are so much less important. Most of the temporary one-off deviations from the standard trendline 
USDJPY vs. 10yy relationship can be explained by BOJ announcements. This highlights the short-term nature 
of BOJ news on USDJPY. It matters a ton around announcement or NikkeiLeaks day, but then the US takes over 
and drives the bus again almost immediately. 
 

USDJPY vs. US 10-year yields (weekly change) scatterplot of weekly changes, 2020 to now 
 

 
 

That yellow dot was a particularly annoying period for believers in the USDJPY vs. yields relationship as you can 
see in the next chart. That week, USDJPY went up almost 2% as US yields dropped 17 bps. But it was transitory. 
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USDJPY vs. US 10yy with red commentary marking the time of the yellow dot in the last chart 
 

 
 
As Stoney used to say in my Citibank glory days part 1 (1995-1998)… “If it was easy, it wouldn’t’ pay so well.” 
And while these leads that happen when yields move before USDJPY can be treacherous, there is also the 
matter of USDJPY leading yields sometimes. That makes it even harder and more complicated. And then you 
have the occasional year like 2018 where the relationship temporarily breaks down for an extended period. 
There can always be temporary “sell bonds / sell USD” trades if you have highly-synchronized global growth like 
we had in 2018. 
 

USDJPY vs. US 10yy during synchronized global growth USD selloff 2017/2018 
 

 
 

Conclusion: USDJPY is almost always a US rates trade, despite the painful leads and lags that can feel like 
torture when you’re waiting for the jaws to close. While we occasionally see other regimes (such as 2018) and 
one offs (such as BOJ days in 2022/2023)… The baseline framework should be to assume that USDJPY and 
US yields are correlated despite frustrating and variable lags. And whichever variable has the most momentum 
is setting the tone for direction in both. BOJ matters for a day or two. But yields have mattered for 20+ years. 
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Rhymes with bitcoin 
 

Every June and December, I update my history of crypto spreadsheet. It’s a fun and moderately interesting way 
to see the evolution of the altcoins and how precarious their lives can be at the top of the league tables. 
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The rise of SOL, the appearance of TON, and the rise of AVAX are the notable features of this chart, while LTC 
has been relegated once again from the Hot 15. 
 
Are DAOs still a thing? 

 

 
 

Final Thoughts 
 

Well written piece via Sue Badeep Bows. 
 
https://www.benlandautaylor.com/p/why-we-cant-have-nice-things 
 
Finally, I have decided I am a Detroit Lions fan for the next 8 weeks. Go muscular feline apex predators! 
 
Have a $2 day. 
 
 

good luck ⇅ be nimble  

https://www.benlandautaylor.com/p/why-we-cant-have-nice-things
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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/.  

https://www.spectramarkets.com/subscribe/

