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Can you guess what this
graphic is showing?

Answer on last page.

Current Views

Long EURCHF @ 0.9444
Stop was 0.9339.
Moved it up to 0.9434.

Take profit 0.9644

December 19, 2023

MARKETS

Round Trips

It should take about 90-120 seconds. Results in am/FX. Thanks!

The BOJ refused to throw the JPY bulls a bone and we’re in another wipeout mode
here but given USDJPY is mostly just a US 10-year yield proxy, we’re awfully high
now at 144.40. Technically, it's a mixed bag as we are now above the 200-hour
moving averages and they are crossing up, but we are about to revisit the
breakdown level post FOMC (145.00/60). See here:

USDJPY vs. 200-hour MAs (simple and EMA) plus US 10-year yield
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As such, | don’t think there is a trade because we’re in no man’s land. If you are
keen to sell USDJPY into 2024, your best bet is to sell just ahead of 145 with a stop
at 146.25. The first buy zone is the converging moving averages at 144.00 and |
expect a consolidation inside the big levels (144.00/146.00). Note that 10-year yield
at the lows works as a bit of a drag on upside USDJPY but with the Fed pushing
back on cuts and the short-term inflationary impact of the Red Sea attacks, | think
yields are done going down for now.

The NASDAQ has just done a perfectly symmetrical round trip from 16700 to 10400
to 16700. The move down took exactly one year and covered 2022 while the
rebound took exactly one year and covered 2023. We close the year in a mirror
image of how we closed last year: Equity sentiment fully bullish, CNN Fear and
Greed at Extreme Greed, megatech overweights locked in, investment banks
raising their S&P forecasts, and recessionistas in hiding.

This creates a strong temptation to think about going short in the new year, but it's
hard to make a convincing argument for lower stocks right now, other than
positioning and a few tech levels.


http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.esurveyspro.com/s/518197/amfx2024
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I was curious if finishing the year low like this in VIX means much for future Next year
returns. The results are in that long table at right. It does look like there’s a Year | Yearend VIX| return |1 etUM
bit of a regime break at 20 VIX, but otherwise not too much to see here. As 2017 11.04 6% -12%
. . 0, 0,
one might suspect, when the year ends in a more fearful state (VIX above e 1 e
. . aps . - -£ o 4o
20), returns in Q1 and for the year are, on average, significantly higher. 2005 1207 14% 37%
2023 1250
1995 1252 20% 48%
1992 1257 7% 37%
Year 1994 13.20 |INNNNSA%|  9.0%)
2004 1329 3%| 26%
ahead Q1 ahead 2013 13.72 %]  13%
2019 1378 16% | =200%
average average
2016 1404 19% 55%
return return 2021 17.22 A9%|  4.9%
0 0 2010 17.75 0% 54%
Year-end VIX < 20 8.5% 0.5% 01> 505 00 70 0%
Year-end VIX = 20 11 6% 2 8% 2015 18.21 10% 0.8%
2003 1831 9% 13%
2014 1920 1% 04%
. , . . 1991 1931 2% 32%
This is logical, but does not scream “bear market!” It just means that 7996 2092 ol 22%
starting points matter and we are at an extremely euphoric starting point 2022 21.67 23% 7.0%
ing i 2009 2168 13% 49%
going into 2024.
2007 22 50 38%| 99%
_ , _ , 2020 2275 27% 58%
With the dovish FOMC meeting and then pushback from the Fed deputies, 2011 23.40 13%| 12:0%
I think the best approach to Q1 is to simply ignore the Fed 2001 23.80 23%| 0.1%
communication and focus on the data. If we get a strong run of data, the 1 2 A Y
market will move closer to the deputies’ wishes and if we get weaker data 1099 5464 0% 0%
the market will press its bets. The data matters more than the Fed comms. 2018 2542 29%
1990 2638 26%
: 2000 2685 13%|  -12.1%
Final Thoughts 002 28.62 6% .36%
; i 0,
Don’t forget to order your Spectra Trader Handbook and Almanac so you 2008 4000 23% [N

get it before the new year!
It's going to be a bright, bright, sunshiny day.

good luck 1l be nimble
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The Spectra FX Positioning and Momentum Report

GBP Flipper

Hi. Welcome to this week’s report. The market is modestly and nervously short USD as we approach the end of a year
where seasonality and positioning have been more reliable than macro narratives. The CFTC had a huge GBP long
earlier in the year, finally bottled it and went short... And has now flipped back to long with a major purchase of GBP
over the past few weeks. Odd.

Three Observations

1. When we map CFTC GBP positioning against GBPUSD price action this year, you can see that GBPUSD (the
cyan line) is close to unchanged, and positioning has been chasing the price all year. As GBPUSD rallied in April,
positioning followed, and months after GBPUSD peaked in July 2023, positioning capitulated. Now, GBPUSD
started rallying again in November and we see a concomitant ratchet up in positions again. This is the nature of
trend-following systems; they don’t do very well in up/down markets. The GBP position is not yet large enough to
send out a contrarian signal.

CFTC GBP position vs. GBPUSD
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2. EUR has less momentum than the other currencies in this dollar sell off because:
a. The data continues to come in soft and that smacks the EUR back when it tries to rally.
b. Speculators are immediately on edge when they buy EUR. Their confidence and staying power are low
because there is not much of a EUR-bullish thesis right now, other than the fact that EUR is an anti-dollar.
c. It's easy to imagine the ECB cutting rates soon as inflation there is falling so fast. Despite the ECB and
Fed path being priced similarly out to June 2024, most people in the market have an easier time imagining
an ECB cut in March 2024 than a Fed cut.

3. The huge JPY short in the market is sufficiently pared back that positioning is no longer a relevant consideration
in USDJPY. It can go either direction from here, without facing any impediment from positioning. This is in contrast
to the large short yen highlighted in this report during November (when USDJPY was above 150). While some
are betting on a hawkish BOJ, others are thrice bitten four times shy and would rather just leave the JPY alone.
The net position is small long JPY, mostly via options, and nothing to be concerned about.

Positioning and momentum data on the next page.
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G10 FX Positioning and Momentum Scores

All scores -10 to +10 scale, all currencies vs. USD (that is: JPY means yen, not USDJPY)

Summary scores

USD|EUR|CHF|JPY |GBP|AUD|NZD |CAD
Positioning -2 3 -1 3 3 2 1 1
Momentum -6 4 5 9 3 7 6 8

Positioning and Sentiment
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USD|EUR|CHF|JPY |GBP|AUD|NZD |CAD

CFTC Level (% of OI) 2 5| -3| -4 4, -5 -7 -7

CFTC 4-Week Change -6 3 6 7 9 6 5 4

Daily Sentiment Index -2 2 4 1 1 2 0 3

Risk Reversal (1-month lookback) -4 2 6 8 2 3 1 1

Risk Reversal (6-month lookback) -6 6| -5/ 10 8 8 7 9

Spectra FX Positioning -2 -1 -2 1] -2 4 3 0
Momentum

USD|EUR|CHF| JPY |GBP|AUD|NZD |CAD

RSI -6 5 8 8 5 8 8 9

Deviation from 20-Day -6 3 4 9 2 6 5 8

Deviation from 100-Day -6 4 5 8 3 6 6 5

FX Positioning FX Momentum

fLast week ©This week

CAD

That’s this week’s report. Thank you for reading.
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New York, New York, United States - Sunrise, sunset, dawn and dusk times, graph
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_ _ Sunshine _ Notes: How to read this graph? Change preferences.

Pretty cool way of showing the length of the day, by time of year.

Yellow is daytime.
Gray is night.

X-axis is the time of year (roman numerals represent the month) and y-axis is time of day.

The one for Yellowknife is cool (extreme Northern Canada)

Yellowknife, (anada - Sunrise, sunset, dawn and dusk times, graph

I I jais 1AY v VI VII VIII X X el HII

_ _ Sunshine - Notes: How to read this graph? Change preferences.
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Click here to subscribe to am/EX

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. Commaodity 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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