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Current Views 
 
 

Long EURUSD @ 1.1317 
Stop loss 1.1174 

 

Long 03FEB CADJPY 
90.00 put 

Spot ref: 90.80 /// Price 75 pips 
 

    

  

 

 
 
 
 

 
 
 

 

It makes sense 
 
 

USD framework 
 

The market has settled on a March hike from the Fed and assumes QT will begin 
around July/September. In FX land, here is how it’s playing out. There are two 
competing frameworks: 
 
1. Interest rate differentials say the USD should be a bit stronger: 

 

USDCAD vs. 2-year differential        USDJPY vs. US 2-year rate 

   
 

 USDCAD vs. 2-year differential         EURUSD vs. 5-year differential 

   
 

These are not huge divergences, and they are pretty easy to explain with relative 
equity flows. US is growth, Europe is value. Omicron is turning out to be exactly 
what everyone thought it was. Here is the DXY overlayed with the ratio of the 
NASDAQ to EAFE (international) equities. 
 

DXY vs. NQ/EAFE equity ratio 
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Toss in the massive buildup of long USD positions going into 2022 and you have a pretty clean ex-post 
explanation for what has happened with the USD. Build a simple model that factors rate diffs and equity diffs and 
you would get something fairly close to current market levels. But now what? 
 
The ideal future scenario for FX traders is that rate differentials and equity differentials point the same direction 
at some point, and that lights up a clear directional USD trade. Or, you have a view on both and trade that view. 
If you think US rates go lower vs. RoW and US equities do too, short USD is a no brainer, for example. I like going 
with the equity flows as it feels like pricing anything more than a March hike and July QT would be hard to imagine 
and as such rate differentials are more likely to become a USD-negative force, not a USD-positive one. 
 
Jon Turek has discussed this asymmetry in US rates and I strongly recommend you check out his Substack. I’m 
not sure if there is a minimum age to qualify as a finance legend (he is a young dude), but if there isn’t, I would 
vote for him on the first ballot. 
 

EURUSD 
 
It’s showtime for EURUSD bulls. We have been stuck in this 1.1230/1.1385 EURUSD range for six weeks. Looks 
like a breakout. Today’s close is important. Above 1.14 is clean break of horizontal resistance. Below 1.1380 is a 
slingshot reversal. 
 

EURUSD looks like a breakout: Let’s see where we close 
 

 
 

Views update 
 
I have been bearish USD for 2022 so far, and long EURUSD recently, but conviction hasn’t been high, and I’ve 
been dead wrong on CAD. The CADJPY is stopped out. The rally in oil and resilience in risky assets are both 
surprising to me and they rekt the idea. For what it’s worth, both JPM and the CEO of RBC are calling for a 
January hike now from the Bank of Canada. The CEO of RBC is biased because higher rates are generally good 
for banks… But he’s also an important voice in Canada. 
 
I have been adamant that there’s no way BoC hikes in January but now you have RBC pounding the table the 
other way, oil raging, copper raging, omicron looking clearly like a temporary factor, a March Fed hike assured… 
My confidence is waning. I was not expecting this reflationary tide. I still don’t think they hike, but I’m not as sure 
now. 
 
The CADJPY option in the sidebar stays there. I rarely stop out of options. Part of the benefit of putting on an 
option is that it gives you staying power through adverse market movements. And to be honest, I’m still not really 
convinced the Bank of Canada hikes… I’m just getting wobbly knees, not running away. 
 
Have a highly profitable, inside day. 
 

good luck ⇅ be nimble  

https://cheapconvexity.substack.com/
https://www.bloomberg.com/news/articles/2022-01-11/rbc-s-mckay-calls-for-rapid-action-on-rates-to-tame-inflation


  

 

 

 
 

SPECTRA MARKETS: LOOK FORWARD 

                           
3 

Wednesday, January 12, 2022 

 
Not as many as I would have guessed 

 

 
https://unusualwhales.com/i_am_the_senate/full 

 
 

I cannot vouch for the accuracy of this data, it is from the detailed report linked above. 
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Subscribe to AM/FX here 
 

 
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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