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Long 22FEB 0.91 AUDCAD

call at 26bps
Spot ref 0.9050

Short USDCHF @ 0.9300
Original stop loss was 0.9381
Take profit 0.9111

Long AUDUSD 0.7041
Original stop loss was 0.6984
Take profit 0.7219
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Adding AUDCAD

Interest rate curves around the world will always look like there is a lot priced in because
there is an embedded option in rates pricing for sticky inflation that requires a much
more aggressive response in H2. If CPl is still 5.5% in July or August, anything goes for
rates. This makes it very hard to play the “too much is hiked in!” game.

Still, the market has been consistently wrong on the Bank of Canada, expecting a much
more aggressive pivot, and to me it just seems like nobody is listening to the Bank. They
said that slack would be removed in mid-2022 and yet people priced in a rate hike for
January. Now, the BoC still sound like cautious hikers (the January BoC was mixed /
dovish) and yet the market has them priced to go six times in seven meetings this year.

Six hikes are certainly possible given inflation and oil prices and all that, but there is
nothing but short-term bad news as the massive trucker protest is gumming up the
Canada/ US border just as inventories in the US were already on the rise and Canadian
jobs just missed by a mile on Friday. The border closures due to trucker protests are
spotty and unlikely to make a major dent in the economic data, but it’s just another brick
in the wall on top of lockdowns and the general malaise gripping the Great White North.

AUDCAD is forming a base down here and rates markets are starting to move in favor
of Oz as Canada reaches max pricing and the RBA finally gives up on its widely-
criticized lower for longer policies. The market broke the back of the RBA’s yield control
gambit and now a wide array of critics are trying to shame the RBA into four hikes this
year. Here is the evolution of Aussie vs. Canada 10-year yields. 2s and 5s look similar.

AUDCAD vs. Australia/Canada 10-year yield differential
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If you zoom in on the black bars, you can see a little inverse head and shoulders that
looks to me like it could generate a perfect symmetrical reversal back up to 0.9240.
Here is the chart:
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AUDCAD hourly back to late December 2021
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Here is the same chart but zoomed out quite a lot.

AUDCAD hourly back to May 2021
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k

Long AUDCAD looks good to me as rate differentials move in favor of the 0z and this has already triggered some
Japanese buying of Australian bonds. | would expect more switching out of Canadian assets and into Aussie
assets and more downside risk to upcoming Canadian data than to Aussie data. It is also notable to me that
USDCAD has not gone down since the BoC meeting, despite another $10 climb in crude.

Positioning works mildly in favor of this trade as stale AUD shorts remain medium/large and new CAD shorts are
relatively small.
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The problem with AUDCAD as a relative country fundamentals play is that AUDUSD is much more volatile than
USDCAD. Therefore, AUDCAD is just an AUDUSD proxy. This is true when you pair any volatile asset against a
less volatile one. An extreme example would be something like BTC/JPY, where nearly all the returns would come
from the BTC side, and the JPY denominator would be close to irrelevant.

In this example, the correlation between AUDUSD and AUDCAD is usually in the +60%/70% range while the
correlation between AUDCAD and USDCAD averages close to zero. This is important to know when trading any
cross. AUDUSD 1-month volatility trades around 10% and USDCAD 1-month vol is around 7%. Since | am bearish
USD anyway, and have no super strong view on equities, AUDCAD is fine. Here is the visual evidence of how
AUSDCAD is mostly driven by AUDUSD, not USDCAD.

AUDCAD vs. AUDUSD AUDCAD vs. USDCAD
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By adding AUDCAD to my trades, I'm adding more AUD exposure. That'’s fine. | put this in the sidebar: Buy 2-
week AUDCAD 0.9100 call for around 27bps. That’s using a spot ref of 0.9050. Price is indicative.

Crypto loco

The crypto bounce feels big, but BTC is really just making up for prior weakness. BTC has recovered 29% of the
drop from 69k to 33k while NASDAQ has recovered 26% of the drop from 16767 to 13706. They remain in line
despite leads and lags.

NASDAQ futures vs. Bitcoin
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CPI

CPIl is on Thursday and the market is trying to play it up as a major risk event but with the lower CPI base effects
about to kick in, | can easily see almost any figure being shrugged off. When a data point is clearly about to be
superseded by future data points, the market tends to fade the move on the release. I'll see where everything is
trading going in and decide whether to hold the short USD trade or not.

Play to earn

Free GameFi conference if you are interested in such things.

Have an uncanny day.

good luck Tl be nimble

SPECTRA MARKETS: LOOK FORWARD


https://crowdcreate.us/mastermind/gaming/play-to-earn/

=22 SPECTRA
"1. MARKETS

Click here to see Abe move
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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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