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Current Views 
 

 

Long TYH2 @ 127^24 
Stop loss 126^24 

Take profit 129^24 
 

 

Long 03FEB CADJPY 
90.00 put 

Spot ref: 90.80 /// Price 75 pips 
(stale for now, but you never know!) 

 

    

  

 

 
 
 
 

 
 
 

 

USA 9, Canada 5 
 

 

Another one 
 

 

First, it was Elon Musk: Time Man of the Year. Now, 
this latest cover of The Economist (at right) presents 
another reason to wince if you’re long tech. The stuff 
major tops are made of. For a full explanation of this 
anecdotal indicator, see here: A Somewhat Empirical 
Look at The Magazine Cover Indicator. 
 

 

The Canada debt boogeyman lurks 
 

 

This Bloomberg article on Canada does a nice job of 
outlining the tremendous challenges facing Canada as 
the BoC attempts to normalize from absurdly low 
interest rate levels under a weighted wet blanket of 
consumer and federal debt, plus perennial fears of a 
housing bubble. It’s worth remembering that the 
Canadian debt and housing bubble boogeyman has 
been stalking markets like Michael Myers since 2012. Is he ready to pounce now? 
 
Here is an assortment of alarming headlines from the Housing Crisis that Called Wolf: 
 
Brace for debt shock, Bank of Canada warns    February 2012 
Great Canadian real estate crash of 2013    January 2013 
Canada’s governments brace for looming debt crunch  May 2015 
Drowning in debt, freaked out Canadians brace for a reckoning  March 2019 
Canada’s Looming Fiscal Reckoning    October 2020 
 
The 2013 headline and story are particularly comical given the hysterical prose and the 
fact that house prices went up in 2013, not down. 
 

Canada housing was predicted not just to crash, but to catch on fire lol 
 

 
Maclean’s 

 
The reason I present these old headlines is that the media and Twitter are aggressively 
biased toward calling crashes. Crash headlines are clickbait. They sell magazines. They 
spur engagement. Negativity bias is real. There is also a long and illustrious history of 
US debt panic in the media as well. Here’s a beauty from 1950: 

Friday, January 21, 2022 

http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://medium.com/@mbrentdonnelly/a-somewhat-empirical-look-at-the-magazine-cover-indicator-2d0ca835f7d1
https://medium.com/@mbrentdonnelly/a-somewhat-empirical-look-at-the-magazine-cover-indicator-2d0ca835f7d1
https://www.bloomberg.com/news/articles/2022-01-21/debt-strapped-canadians-brace-for-a-risky-rate-hiking-cycle
https://www.toynk.com/products/halloween-1978-michael-myers-deluxe-adult-latex-costume-mask?gclid=CjwKCAiA0KmPBhBqEiwAJqKK4-EizYEmOU0t2EW4d9P9BqPWkGa8OG1KWhJpxaaMFHS90hDxCSPqGxoC7l4QAvD_BwE
https://financialpost.com/personal-finance/debt/brace-for-debt-shock-bank-of-canada-warns
https://www.macleans.ca/economy/business/crash-and-burn/
https://www.theglobeandmail.com/report-on-business/economy/national-debt/article24397940/
http://www.bnnbloomberg.ca/businessweek/canadians-are-feeling-the-debt-burn-1.1234735
https://www.policymagazine.ca/canadas-looming-fiscal-reckoning-bracing-for-a-spending-review/
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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Barron’s ad from 1950 (via @NewLowObserver) 

 
I too am worried about what’s going to happen in Canada when rates go up. I simply present all this because I 
think it’s easy to get sucked into a hyperbolic hyperbearish narrative when in fact, Canada housing bubble 
clickbait has been a continuous and meaningless part of the financial and MSM landscape for the past 10 years. 
 
Note that while I’m pooh-poohing the media’s obsession with trying to call housing bubbles in Canada, house 
prices can go down! Here is a chart: 

 
Canada house prices, 1981 to now 

 

 
Bloomberg CAHUPI (log) 

 
The real story here is more nuanced than CRASH IMMINENT! It goes like this: 
 

A) Canada has a very interest rate sensitive economy, and also… 
B) Media loves a crash story and will never present a balanced view, so ignore all the 

bubble stuff and do your own due diligence. 
 
Point A is important and leads me to believe that relative central bank hike pricing Canada vs. the USA is wrong. 
I have been saying this for a bit, and I know playing the “too much is priced!” game during tightening cycles is 
generally a good way to lose money but I will say… I find it hard to believe that the more interest rate 
sensitive country (Canada) will hike twice as many times as the less sensitive one (USA). Remember the 
Fed hiked 9 times last cycle and Canada hiked 5. 
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It was harder for the BoC to hike because of the interest rate sensitivity of the Canadian economy. 

 
Hikes in the last cycle: USA 9, Canada 5 

 

 
 

Last time the Fed and BoC faced off, the Fed won 9-5. It’s not clear to me why we should now expect Canada to 
win this matchup 6-4. Oil was in the $60s then, now it’s in the $80s… I don’t think that’s enough to change the 
dynamic this aggressively. 
 
I still don’t think the BoC hikes next week, but I’m in a shrinking minority as markets are now pricing in a ~73% 
chance of a hike. There is some challenging reflexivity for people in the “no hike” camp that makes it hard to hold 
your ground on the wrong side of 50%: The more the hike gets priced in by the market, the easier it is for the 
Bank of Canada to hike… Because it’s priced in. It’s circular, but it’s true. 
 
I’m not going to put a trade rec in the sidebar because it’s a longer-term idea and more complicated to execute 
than a sound bite. But betting on the US vs. Canada rate hikes in the next twelve months to be roughly equal (not 
6-3 Canada) looks super high EV to me. 
 
For your enjoyment, here are price-to-income housing metrics from the OECD. If you’re bored later, check out the 
OECD website it’s got a nice interface. 

 

Canada … Most expensive housing in G10 
 

 

https://data.oecd.org/price/housing-prices.htm
https://data.oecd.org/price/housing-prices.htm
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Must love Excel 
 

 

Finally, I ran the following table in am/FX a few times last year to remind everyone that the current monetary policy 
cycle is completely macadamias. The last QE to QT transition took six years. This one looks like it’s going to take 
six months. 
 
Here is the up-to-date version for your perusal. 
 

 
 
Have an elegantly multiplicative weekend. 
 
 

good luck ⇅ be nimble  
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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/. 

https://www.spectramarkets.com/subscribe/

