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Sea shanties! 
 

https://twitter.com/TheRealHoarse/statu
s/1348995617889132545?s=20 

 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 

Current Views 
 

 

Short ES @ 4684 
Stop loss 4682 / Take profit 4444 

 

Short ETHUSD @ 4210 
Stop loss 4902 / Take profit 3010 
(From MacroTactical Crypto #4) 

    

  

 

 
 
 
 

 
 
 

 
 
 

 

Loose as Burns 
 

 

I have been excited about this Fed meeting and have been suggesting long USD 
into it as the market does a classic runup trade. Runup trades occur when the market 
moves in the direction of the “obvious” trade into an event. It worked well in USDCAD 
and most currencies are weaker vs. the USD this week. Now, it’s crunch time. 
 
My view remains that the interesting outcome is the hawkish one, though as 
expectations have become more hawkish and the USD has rallied this week (and 
the COVID situation is looking worse) I think the boring, down-the-middle, as 
expected outcome is the most likely result now. Here is my grid of outcomes, with 
the probability I attach to each and the best trades. 
 

Fed outcomes and reactions grid 
 

 
 

The interesting outcome is the hawkish one on the right. That is because a) it’s 
consistent with a very aggressive Fed pivot, a raging hot labor market and 40-year 
high inflation and b) it will move the market. The dovish section is certainly tradable, 
I just don’t think it’s going to happen. The middle section is the meat of the 
distribution, and the market has converged almost unanimously into that zone, so 
that outcome is boring. 
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From a risk management point of view, I think you have to be ready for the dovish outcome, even though it’s rather 
unlikely, because the market is certainly positioned hawkish. Remember March 2015, we had a similar set up at a 
similar point in the cycle and the Fed dropped a dovish Hammer of Thor on the market. Big difference this time though 
is that inflation then was around 2% and now it’s around 7%. Therefore, I don’t think that analogy works here, but the 
vibe around this meeting and the March 2015 meeting do feel similar so risk managing a dovish outcome is an 
important consideration if you go in long USD or short ED or similar. 
 
Here is EURUSD in the 48 hours surrounding the March 2015 FOMC meeting. Note the 400-pip rally! 
 

EURUSD, 18 and 19 March 2015 
 

 
 
If you look at Fed Funds minus CPI or Core PCE, Jay Powell is running Arthur Burns style policy right now (see next 
two charts). There are less simplistic ways of looking at the current policy setting that show less dramatic results but 
these charts give you a sense of how we are living through history right now. 
 

Fed Funds rate minus CPI YoY, 1971 to now 
 

 
 

FOMC 2pm 
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Fed Funds rate minus Core PCE, 1971 to now 
 

 
 

 

Trades update 
 

With the S&P short now 50+ handles in the money, I don’t want it to turn into a popcorn trade, so I’m moving the stop 
loss to just below the entry point (4682) so that I will most likely get stopped out at flat (including slippage) in the 
worst-case scenario. I also lowered the TP a fair bit so that I can optimize a full-scale risky asset dump if it’s an 
extreme hawkish outcome. New parameters are 4444 / 4682. 
 
Have a pivotal day. 

 

good luck ⇅ be nimble  

https://twitter.com/peterlbrandt/status/1307320108688211969
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By Avery Smith, via LinkedIn 
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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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