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Happiness by weekday based on Twitter sentiment

Boomtown Rats agree.

Personally, | don’t mind Mondays,
but I do like the song... Classic
1980s piano arrangement

ttps://www.youtube.com/watch?v=02184-A9duY

Current Views

Long EURUSD @ 1.1317
Stop loss 1.1174

Short CADJPY @ 90.99
Stop loss 91.85

Long 1-month CADJPY

90.00 put
Price 75 pips

Monday, January 10, 2022

Complacency and complexity

Complacency

The Fed is saying: We screwed up and now we’re going to fix it by ending QE, raising
rates, and starting QT much earlier than we had said. Meanwhile, many market
participants are saying stuff like:

It was only “some” of the Fed members in the FOMC minutes
Fed is still easing, so don’t worry about it

This is 2017, not 2018

Fed never hikes unless it’s fully priced in

| think people are way, way too complacent and are anchored on prior cycles that were
all about gradualism. The current moment is not about gradualism. Secular stagnation
is over (or at least on a long hiatus). We should be considering the idea that the Fed
might simply end QE in 16 days at the January 25/26 meeting. There does not exist,
on earth, a single person that thinks Fed QE is the correct policy at this moment. That
includes the most dovish members of the Fed. A hawkish surprise could be a strategic
show of strength to try to reestablish credibility.

The implication to me is that risky assets should remain under pressure for a few more
weeks as the market needs to go from complacency to fear before this is over. |
continue to believe this is 2018, not 2017, which implies choppy, sideways action in
stocks with large drawdowns and some amazing buy the dip opportunities as the
market digests the end of the greatest monetary policy experiment in human history.

USD not trading well

The tiny reversal in US rates after the gap higher in Asia has put USDJPY under
pressure. Popular and crowded trades like short EURCHF, long USDJPY and short
GBP are getting cleaned out. CAD is the exception: a popular trade that is still working.

I am surprised EURUSD is not higher. | believe this is probably the dip to buy in
EURUSD as US equity performance lags more and more. See the chart below. The
lighter blue line is the NASDAQ : MSCI EAFE ratio (EAFE is Europe, Oz, NZ, HK,
Japan, Singapore) -- Black bars are DXY.

DXY vs. US Excephonahsm Index (NASDAQ/EAFE equmes ratio)
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You can see the light blue line, which is a proxy for US exceptionalism, has tracked the dollar well and if FX were a
single variable equation, it would suggest USD has peaked. Obviously, it's not that simple with the Fed in play, but |
think it's a good place to start. Ideal EURUSD stop is either 1.1269 or 1.1174.

| have added long EURUSD to Current Trades with a stop at 1.1174.

Major risk would be if market starts to discuss end of QE at the January FOMC. CPI Wednesday also a risk, of course,
though strong CPI is bad for US high beta stocks and could counterintuitively lead to USD weakness, not strength.

A very important point for the complexity of the current FX framework: there are two factors operating in tandem.

1. The rates story. Who will hike, who will not? How fast. When will QE end, QT start, etc.?

2. The equity flow story. Global investors have been shoveling money into US equities for years. That has
been a major source of USD demand and was a big reason the twin deficits were irrelevant in 2021. Now,
the equity flow is reversing a bit as the free money / TINA trade is cooling. That is USD negative.

When US rates go up and US equities go up at the same time, it’s a no brainer. Buy USD. But when US tightening
prospects hit US equities more than global stocks... It's not obvious at all. For now, | think we are a in mildly USD
bearish environment as positioning is massive long USD and US equities are decoupling from global equities (in a
bad way).

The ECB are absolutely itching to pivot

| get the impression the ECB wants to pivot and we should be ready for it at any time now. Schnabel is a well-
respected voice at the ECB and in a speech today, she makes a compelling argument for why central banks should
not always look through energy price inflation. Key excerpt:

So far, however, there are no signs of broader second-round effects. Wage growth and demands by
unions remain comparatively moderate. But in an environment of large excess savings and protracted
supply disruptions, the energy transition may lead to inflation remaining higher for longer, thereby
potentially raising the risks of inflation expectations destabilising.

In this case, monetary policy would need to respond to, rather than look through, higher inflation to
preserve price stability over the medium term.

ETH target hit

My short ETH hit the take profit on the weekend. | always admit when | am wrong or when | do something stupid, but
in this case, | will say I'm really happy about this trade. It was hard to sell into the teeth of the hypefest in November
and the timing ended up being pretty good. I'll write MacroTactical #9 later today or tomorrow to outline where | think
we go from here. The TLDR is: long BTC vs. short Web3 should be good with emphasis on SAND for the short
Web3 leg. You can’t short SAND in the USA, unfortunately, but in many countries there is a way to do it.

Almost perfect = no good

Finally, | had a trade in the sidebar since last Thursday, which was: sell AUDJPY on the bounce to 83.40. The high
overnight was 83.36. That is a bummer as we are now 60 points lower, but whatever, it happens. | have deleted the
idea now because | have the short CADJPY already, plus a rally all the way back up to 83.40 in AUDJPY would now
probably be something | would not like to sell. Have a moody day.

good luck T be nimble
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Twitter average happiness 2009 to now.

If you go to the site and click on the dots, you can see
more detail.

Average Happiness for Twitter
All Tweets in English.
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| am around 7.34 / 10 right now.
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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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