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What is 230 - 220 * 0.5? 
 

You won't believe me, 
but the answer is 5! 
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Trade UR, not headline miss 
 

A simple framework and a complicated chart 
 

The simple framework is: Watch the unemployment rate for USDJPY direction, not 
the headline jobs number. This is because a weak NFP headline number shows 
tight labor supply, not weak labor demand (a bit confusing after 20 years of trading 
NFP as a demand indicator, but definitely true). The unemployment rate is easy to 
interpret. Low unemployment rate = tight labor market. 
 
This framework worked ex-ante last month and it worked in other months like the 
June report when headline jobs were strong, but the UR showed weakness… And 
USDJPY went down. 
 
The big chart below shows the movement in USDJPY after the number (1 minute, 
10 minutes, 1 hour, and 6 hours). Those are the blue bars and that’s the easy part. 
The black circles show “actual vs. expected” NFP (right y-axis). Still easy. The 
purple circles are the miss in the unemployment rate, but I had to flip it, so a high 
purple rectangle means the UR was lower (strong jobs market). A low purple 
rectangle means UR showed a weak jobs market (high UR). 
 
Let’s look at last month, and you’ll see what I mean. 
 
USDJPY went down at first (blue bars below zero), because the headline jobs 
number was weak (purple rectangle below zero) and that’s what the algos are still 
programmed to trade on. But the unemployment rate was expected at 5.1% and it 
came in at 4.8%. That’s strong by 0.3% and that’s the black circle. You see USDJPY 
eventually turned because the market realized low headline + low UR = strong labor 
market! I would bet today will be the same. I have never seen a tighter job market 
in my lifetime. 
 

Ignore the headline NFP number. Low UR = Buy USDJPY 
 

 
 
Meanwhile, a huge chunk of the USDJPY gamma expired yesterday, so the wall of 
offers 114.00/30 should be gone now. 
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A central bank should try this 
 

I propose a new central bank communications policy: “We communicate at meetings and not in between 
to avoid wasting everyone’s time, confusing the market, and adding to market noise.” Most central banks 
hold a meeting every six weeks or so. Markets and constituents don’t need any more granular or frequent 
updates. The economy doesn’t move that fast! I wrote the press release, in case any CB readers decide 
to implement my idea: 

 

 
__INSERT NAME OF CENTRAL BANK HERE__ 
 
 
November 5, 2021 
For immediate release 
 
We have determined that frequent communications from various members with conflicting views about 
policy and wildly different forecasts of the economy simply add to the noise in an already noisy world. 
Going forward, our communications blackout period will cover the entire period between official 
meetings. 
 
We will communicate clearly at each meeting through our statement and press conference and refrain 
from wasting our own time or your time with countless speeches that provide little or no clarity. Our 
forecasts are similar to private forecasts and always err in the same direction. As such, it is incumbent 
on the market to realize that we don’t have any secret or proprietary information about the economy. We 
are mostly guessing, just like you are mostly guessing. 
 
If there is an emergency, we will communicate publicly with one unified voice, through our chair. 
 
See you at the next meeting! 
 
Sincerely, 
 
__INSERT NAME OF CHAIR__ 
 

 

 
Short and sweet. 
 
Have a multifactorial weekend! 
 

good luck ⇅ be nimble  

CENTRAL BANK 
LOGO OR COAT 
OF ARMS HERE 
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5! = 5X4X3X2X1 = 120 
 
 
 

 
 

 

 
 

 
 

 

 
 

 

 

 
This is zero to 100 factorial in Excel. 

The contour of the zeroes bound is oddly satisfying. 
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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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