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Stick fight! 
 

 
 
 

 
 
 

 

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 

    

  

 

 
 
 
 

 
 
 

Odiferous 
 

An intermeeting Fed hike would have been a ludicrous idea a few days ago, and now 
here we are. The Fed communications disaster continues as they waited so long to 
acknowledge the inflation reality that they are now in panic mode. The behind-the-
curve evolution of the message is wild. 
 
Bullard 9 days ago in a Reuters interview 
“Fifty basis points, I don’t think helps us -- at least 
sitting here today, I don’t think that really helps 
us. I think we can get a disciplined approach to 
raising the policy rate and the expectations are 
already in markets.” 
 

Bullard yesterday 
*BULLARD: SHOULD BE OPEN TO CONSIDERING INTER-MEETING INCREASE 
*FED'S BULLARD FAVORS 100 BPS INTEREST-RATE INCREASES BY JULY 1 
 

Fed policy operates with long and variable lags and yet Bullard seems to have changed 
his view of appropriate policy by an order of magnitude based on one NFP and a single 
inflation print. The Fed’s inability to overcome inertia in late 2021 and thus its decision 
to do nothing, despite skyrocketing inflation and its admission that transitory was no 
longer the right adjective to describe that inflation, has led to this embarrassing 
unforced error. They claim to be worried about inflation (words) and are still buying 
assets (≠ actions). 
 

In any moment of decision, the best thing you can do is the right thing, the next 
best thing is the wrong thing, and the worst thing you can do is nothing. 

- Theodore Roosevelt 
 

The rate of house price appreciation in the US currently exceeds the peak YoY rate of 
change achieved in the 2005/2006 housing bubble and yet the Fed is still buying MBS. 
There is not one human being in the world, other than America’s largest employer of 
PhD economists, that believes buying MBS in 2022 is the correct policy. Add the series 
of rolling ethics scandals and there is a distinctly Arthur Burnsian odor wafting out 
of the Eccles building right now. In hindsight, FAIT has been a classic case of how 
generals always fight the last war. 
 
Anyway… Today, at 3 pm NY we get the Fed’s last purchase schedule. After months 
of nonsensical procyclical buying, will they halt it in the final minute of play? Seems 
stupid and pointless to me, as does an intermeeting hike, and I would be completely 
dismissive of the intermeeting hike if Tim Duy did not give it credibility yesterday. I 
respect his ability to call the Fed much more than my own. 
 
An intermeeting hike would probably happen on a round hour or half-hour. Most 
emergency Fed moves happen that way so that the media embargo is properly 
coordinated, and everyone finds out about the move at the same time. Make sure 
you’re at your desk at the round hours today, and especially at 3 pm. If they announce 
the purchases are going ahead as scheduled, intermeeting hike odds revert toward 
zero. 
 
An intermeeting hike is likely to crack the NASDAQ and initiate a new leg lower, while 
the impact on the dollar is less certain. USD price action is funky and directionless. 
 

 

A lot has changed since 1970, but still 
 

 

The chart on the next page is an oldie but a goodie. 

Friday, February 11, 2022 

http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.newyorkfed.org/markets/domestic-market-operations/monetary-policy-implementation/treasury-securities/treasury-securities-operational-details#monthly-details
https://twitter.com/vtg2/status/1491856591846625284?s=20&t=UKVjfQBAjUZwUCN4idf8jA
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201


  

 

 

 
 

SPECTRA MARKETS: LOOK FORWARD 

 
2 

US Fed Funds rate vs. US CPI YoY 
 

 
 kekekekekekek 
 

 

USDCNH 
 

 

People have been keen to go long USDCNH off and on since last September for various reasons including 
Evergrande, China deleveraging, China equity outflows on tech crackdown, declining China credit impulse, and so 
on. I fell into the trap myself once. Now, there is a new cohort of people looking to buy USDCNH as the end of the 
Olympics and the turn in the credit impulse coincide. Maybe it’ll work; I don’t really have a view. But I have two nice 
charts! 
 
The charts show narrowing consolidation which normally speaks to lack of interest and falling vol. As the apex of 
the triangle approaches, markets gird for a coiled release in one direction or the other. The chart on the left shows 
that the breakout would be 6.32 to the downside and 6.4000 to the topside. 
 
The chart on the right shows that if we take out 6.3150/6.3200 support, it’s back to the double, massive, mega, 
uberlevel pre-deval point and 2018 low which are both 6.2150. 
 

USDCNH narrowing tweezer thingy                       USDCNH 6.3150 and 6.2150 son grandes niveles 

            
 
Finally, I don’t think this Russia/China statement got the coverage it deserved in the global and financial media: 
http://en.kremlin.ru/supplement/5770. Entering a new era. Kind of historic. 
 
Have an action-packed, arcade-style weekend. 
  

good luck ⇅ be nimble  

http://en.kremlin.ru/supplement/5770
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If you want a fast-paced video game with quick rounds and tons of variety that is fun to 
play with kids 12 to 49… I recommend Stick Fight. It’s $5 on Steam and you can play on 

PC or Mac.  
 

Multiplayer with lots of strange and fun physics. 
 

You control a stick man, and you try to kill the other stick men. 
 

My kids like playing it with their friends but they also like playing it with me because skill 
differential is not important. Unlike games like Fortnite where widening skill differential 

make me not very fun to play with anymore. 
 

 
Spiked ball moves right to left, so the guy hiding in the hole is going to win this round  
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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/. 

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

