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Current Views

Long 1-month CADJPY 90.00 put
Price 75 pips

Short CADJPY @ 90.99
Stop loss 91.85

Sell the rally spot trade, not an open
trade yet:

Short AUDJPY @ 83.40
Stop loss 84.40

Initiated November 17
Short ETHUSD @ 4210
Stop loss 4902 / Take profit 3010

s SPECTRA

Friday, January 07, 2022

Don’t

NFP

My view is: NFP is not that important overall as we are screaming towards full
employment and it’s a matter of if, not when we fall below NAIRU (wherever the heck
NAIRU is these days!). Initial claims leads UR very reliably and 200k claims mean sub
4% UR coming soon, guaranteed. | would ignore the headline figure and trade the UR
as | have been saying for the past 5 or 6 months because the headline figure is more
representative of labor supply, not demand for labor. For 99% of my existence, NFP
was a labor demand measure. Now it’s a labor supply measure.

The best chart in the world for showing how high frequency economic data can make
lower frequency data meaningless has always been the Initial Claims vs. UR chart.
That chart is harder to build now because COVID blew up the y-axis on just about
every economic data series. Here, | simply chop out January 2020 to April 2021 so you
can see what I'm talking about.

The orange line (Initial Claims) always leads the UR, sometimes by as much as two
years! There is very little information in the UR release. It's super laggy.

Initial Claims vs. US Unemployment
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How to trade NFP: Don’t.

As | said: NFP used to be a demand indicator; now it's a labor supply indicator.
Therefore, a low headline jobs number means labor tightness (less supply) and is not
dovish rates or bearish USDJPY. You have seen this over the past NFP releases...
USDJPY follows the headline jobs number for about 5 minutes then reverses.

Overall, USDJPY after the last few payrolls releases has been close to a random walk.
It reacts briefly to the headline miss (which makes no sense and is just the result of
badly programmed algos)... Then it wanders wherever it feels like going. Here is last
month’s price action:
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USDJPY 5-minute chart from last NFP
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It's not really tradable in my opinion. Prior months look similar.

Two quick things

| think the January BoC meeting is mispriced (should be no chance of a hike, really). If the CAD jobs data come in
weak, that's a go with, long USDCAD as it confirms to me the January hike is a zero.

Bullard’s slideshow yesterday is nice.

QT sequencing

| dropped a hypothetical into my chats yesterday: The Fed may choose to sequence QT earlier than people think
and this could lead to fewer rate hikes as QT acts as a substitute. This got a lot of negative feedback mostly saying
“The Fed won’t make the same mistake twice, QT was a bit of a disaster in 2018.”

| comprehend the pushback, but at the same time, there definitely be some factions in the Fed pushing for earlier
extremely compelling. Also, the most controllable part of the inflation equation for the Fed is housing inflation. If you
stop buying MBS and pivot to QT, you raise longer-term rates and reduce upward pressure on housing inflation.
Meanwhile, rate hikes do not necessarily have any impact on housing if all they do is just flatten the curve. Finally,
keeping the yield curve steeper by favoring QT over rate hikes also has benefits for banks and potentially for the
economy given a flat and inverted yield curve tends to be a harbinger of recession?. All this stuff is moot if QT makes
stocks crash, though, of course, but whatever it takes, right Mario?

Have an extremely detailed weekend.

good luck T be nimble

11 know there is a Goodhart's Law problem here. Like the Fed buying TIPS and using inflation expectations as an inflation indicator KEKW....
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https://www.kansascityfed.org/research/economic-bulletin/when-normalizing-monetary-policy-the-order-of-operations-matters/
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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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