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10X31 Grid

point for this Fed tightening cycle as demonstrated by metrics such as PCE, JOLTS,
UR, Claims and more. Today, | created something conceptually similar but different.
This grid shows UMich, Crude, 2s10s, SPX and CPI... 3 months, 1 year and 3 years
before and after the Fed started to tighten.

My dad worked here for
a couple of years

Alert, Northwest Territories (aka Nunavut)

change from
before or
after Fed MAR72 | DEC76 | DEC86 | FEB94 | JUNO4 | DEC13 Now Average
starts
tightening
-3m 14.8 4.4 (2.8) 12.0 0.2) 5.0 (5.7) 3.9
-1y (2.9) 55.7 (4.8) 6.6 5.9 9.6 (15.1) 7.9
o -3y 23.2 (5.1) 22.8 3.0 8.0 (32.1) 3.3
Michigan ¥3m 9] 070 17 0 a4l @5 2.3
+1y 5 5.8 (2.3) 1.9 0.4 11.1 2.8
+3y 14.6 (38.4) 3.9 6.8 (5.2) 16.0 (0.4)
-3m -3% 18% 4% -6% 4% -4% 41% 8%
-1y 2% 27% -5% -29% 23% 7% 51% 10%
Crude oil -3y -8% 250% -10% -24% 41% 8% 63% 46%
+3m 0% 5% 5% 26% 34% 3% 12%
+1ly 0% 7% 7% 28% 52% -46% 6%
+3y 209% 124% 26% 41% 111% -46% 77%
-3m 15 12 (21) (13) (36) 36 -48 (8)
-1y 3 (6) (14) (64) (31) 114 -88 (12)
25105 -3y (9) (11) 52 66 (5) 19 19
+3m (13) 4 (32) (40) (35) (23)
+1ly (10) 20 (110) (163) (114) (75)
+3y (228) (72) (96) (168) (140) (141)
-3m 7% 2% 5% 1% 1% 10% -3% 3%
-ly 16% 19% 15% 5% 17% 30% 16% 17%
SPX -3y 28% 10% 47% 27% -7% A7% 59% 30%
+3m 0% -8% 20% -2% -2% 1% 1%
+1y 4% -12% 2% 4% 4% 11% 2%
+3y -19% 6% 36% 62% 28% 23% 23%
-3m 0.7% 1.4% 0.7% 0.5% 1.0% 0.5% 1.9% 1.0%
-ly 3.5% 5.0% 1.2% 2.5% 3.2% 1.5% 7.50% 3.5%
CPIIndex -3y 14.7%| 26.1% 9.3% 8.8% 6.3% 6.5%| 11.70% 11.9%
+3m 0.7% 2.1% 1.3% 0.5% 0.5% 0.6% 0.9%
+1y 4.8% 6.7% 4.3% 2.9% 2.5% 0.7% 3.6%
+3y 28.0% 33.6% 15.1% 8.9% 9.9% 3.8% 16.5%

Current Views

Bullish EURGBP
Long 18MAR 0.8550 EURGBP digital
call at 24% (spot ref. 0.8426)

Bullish AUDCAD
Long 22FEB 0.91 AUDCAD call
Cost 26bps, spot ref 0.9050

*| used Conference Board data for 1972 and 1976 because it's pre-Michigan

Takeaways (going down the list of the five metrics):

Consumer has never fallen at anywhere near this rate into the start of a
tightening cycle. It usually falls more after tightening begins.
Fed hikes don’t do anything to rising crude.
2s10s flattens after tightening starts. This obviously makes sense, but | think
it could be different this time since we’re starting from much lower levels and
many at the Fed have added YC targeting as a 10" mandate. There seems to
be a strong camp for earlier QT, mostly motivated by yield curve concerns, but
it's not clear whether this camp constitutes a majority on the committee.
SPX performance is tepid in the 3 months and 1 year after tightening starts.

On average, CPI rises more in the one and three years after the start of
tightening than it rose before. Kind of points to this idea that nobody really
understands how inflation works and that Fed policy operates not only with
long and variable lags but also with random and excruciating levels of

uncertainty.


http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.spectramarkets.com/wp-content/uploads/2021/10/AMFX-USA-Less-Exceptional-13OCT21.pdf
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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The Russia news has been devastating for EUR longs, including my EURGBP long. Not great for AUDCAD either.
At this point, there is a meaningful risk that Russia/Ukraine becomes a grinding story that goes on and on for ages.
While an imminent invasion is what we’re pricing for now, there is a meaningful chance of no invasion AND no
resolution so | don’t see any point in altering course, strategy-wise.

A sword of Damocles in the form of 200,000 boots on the Ukraine border looks like a potentially game theory optimal
solution. Or not. Extremely hard to trade either way so we have to just wait and see, really.

Considering USDRUB is still pretty calm around 76, my guess is that Russia/Ukraine is a partly a red herring, the
way omicron was a red herring in the last big selloff. Each leg lower in equities (and risk parity) is more about global
central bank tightening than COVID waves or geopolitical concerns. Either Russia invades this week, or this story
likely turns into background noise that is impossible to quantify, hedge, or trade.

We have already had four semi-legit narratives in EURUSD this year and we’re six weeks in. Difficult.

EURUSD narrative whipsaw
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Current gamma pockets in EURUSD are 1.1250 and 1.1400.

Have a frosty day.

good luck T be nimble
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Hours of daylight per day, by Latitude and time of year
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https://www.reddit.com/r/dataisbeautiful/comments/sscbkg/hours_of_daylight_per_day_throughout_the_year/
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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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