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Short USDCAD @ 1.2690
Stop loss 1.2806
Take profit 1.2502

Long BTC @ 38220
Stop loss 31400
Take profit 49900
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CAD welrdness +

It is not every day you lose 100 pips in USDCAD and your NZDUSD take profit hits on
the topside, all in 12 hours, but the somewhat mysterious CAD weakness continues even
as the long-simmering bullish AUD and NZD terms of trades stories take control.
EURAUD and EURNZD are absolutely collapsing now, and gold is outperforming vs.
EUR and USD as a market consensus forms around China’s need to rethink whether its
FX reserves are safe.

If FX reserves are not fully certain to be money, we are in for quite a ride over the next
little while. Sell reserve currencies and buy hard assets as global reserve holders hedge
future sanctions and seizure risk. There is game theory involved as specs anticipate what
could be a multi-year theme and reserve managers huddle in offices and attempt to make
geopolitical and economic calculations.

What’s up with CAD?

USDCAD is a weird one these days. It's not getting a tailwind from the commodity ripper
even as AUD, NZD and NOK are at the highs. Here is a big correlation matrix for CAD
vs. different types of crude over the past year and over the past two months. Scan the
first column (CAD correlations) and note the huge differences.

CAD correlation (1-year look back)

Security [ CAD [ AUD [caowey] CL1 [ CL3 [CL10[CL20]CcL40[WCS][ co1 [ co3 [co10[cO20[cO40
CL1 [-40% | 29% | 46% [100%| 99% | 95% | 91% | 79% | 94% | 97% | 97% | 94% | 91% | 78%
CL3  [-41%] 31% | 47% | 99% |100%| 98% | 94% | 82% | 93% | 97% | 98% | 96% | 93% | 81%
CL10 [-43%] 33% | 50% | 95% | 98% [100%| 99% | 88% | 88% | 94% | 97% | 99% | 98% | 88%
CL20 [-42% | 33% | 50% | 91% | 94% | 99% [100%| 94% | 85% | 90% | 94% | 98% | 99% | 94%
CL40 |-35% | 27% | 42% | 79% | 82% | 88% | 94% [100%| 72% | 77% | 81% | 87% | 93% | 99%
WCS_ [-39% | 30% | 43% | 94% | 93% | 88% | 85% | 72% [100%] 90% | 91% | 88% | 85% | 73%
col  |-43%] 29% | 52% | 97% | 97% | 94% | 90% | 77% | 90% [100%| 99% | 96% | 92% | 80%
CO3  [-44% | 31% | 53% | 97% | 98% | 97% | 94% | 81% | 91% | 99% [100%| 99% | 96% | 84%
CO10 |-46% | 33% | 54% | 94% | 96% | 99% | 98% | 87% | 88% | 96% | 99% | 100%| 99% | 90%
C020 [-46% | 33% | 54% | 91% | 93% | 98% | 99% | 93% | 85% | 92% | 96% | 99% | 100%| 95%
CO40 [-39% | 29% | 47% | 78% | 81% | 88% | 94% | 99% | 73% | 80% | 84% | 90% | 95% |100%
CAD _ [100%|-73% | -78% | -40% | -41% | -43% | -42% | -35% | -39% | -43% | -44% | -46% | -46% | -39%
AUD _[-73% [100%| 45% | 29% | 31% | 33% | 33% | 27% | 30% | 29% | 31% | 33% | 33% | 29%
CADJPY [ -78% | 45% [100%| 46% | 47% | 50% | 50% | 42% | 43% | 52% | 53% | 54% | 54% | 47%
EURCAD| 61% | -21% | -72% | -37% | -36% | -36% | -36% | -29% | -31% [ -41% | -43% | -43% | -42% | -36%

CAD correlation (2-month look back)

Security [ CAD [ AUD [canwpy] CL1 | cL3 [cL10[CL20]CL40] wCs [ co1 | co3 [co10]c020]C040
CL1 [ 4% [-16% | -2% [100%] 97% | 78% | 70% | 60% | 95% | 93% | 92% | 78% | 73% | 57%
CL3 [ 1% | -8% | 1% | 97% |100%]| 87% | 80% | 69% | 90% | 94% | 95% | 86% | 81% | 65%
CL10 | -3% | 5% | 2% [ 78% | 87% [100%| 97% | 85% | 65% | 84% | 91% | 98% | 97% | 85%
CL20 [-26% 15% [ 27% | 70% | 80% | 97% [100%| 94% | 59% [ 75% | 83% | 94% | 99% | 94%
CL40 [-18% 14% [ 23% | 60% | 69% | 85% | 94% [100%| 54% | 62% | 68% | 81% | 92% | 98%
WCS | 5% |-22% -6% | 95% | 90% | 65% | 59% | 54% |100%| 84% | 82% | 66% | 61% | 51%
Ccol | -2% [-19% | 10% | 93% | 94% | 84% | 75% | 62% | 84% [100%| 97% | 88% | 79% | 60%
CO3 | -4% [-10%| 6% | 92% | 95% | 91% | 83% | 68% | 82% | 97% [100%| 94% | 88% | 68%
CO10 |[-22% | -2% | 21% | 78% | 86% | 98% | 94% | 81% | 66% | 88% | 94% |100%| 97% | 84%
C020 | 5% | 7% | 5% | 73% | 81% | 97% | 99% | 92% | 61% | 79% | 88% | 97% [100%| 94%
CO40 [-15% | 10% | 15% | 57% | 65% | 85% | 94% | 98% | 51% | 60% | 68% | 84% | 94% [100%
CAD  [100%]-74% [-81%| 4% | 1% [ -3% |-26%|-18% | 5% | 2% | -4% |-22%]| -5% | -15%
AUD [ -74% [100%)] 55% [ -16% | -8% | 5% | 15% | 14% [-22% [-19% |-10% [ -2% | 7% | 10%
CADJPY [-81% | 55% [100%| 2% | 1% | 2% | 27% | 23% | -6% | 10% | 6% [ 21% | 5% | 15%
EURCAD | 33% | -27% | -8% | -35% | -34% | -33% | -25% | -18% | -28% | -39% | -42% | -32% | -37% | -19%
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CAD correlation grids, takeaways:

1. USDCAD remains correlated to back-end crude contracts, but front end crude has decoupled from
USDCAD due to the supply shock. Russian crude has become difficult to access/pay for and this is
squeezing the front months, but the back end is what matters more for CAD in the long run.

2. Normally, for trading purposes, CAD correlation to all crude contracts is about the same. It doesn’t matter
which contract you follow. That is, unless the front is doing something super, super weird like when it
went negative in April 2020 (or like it's doing right now!). CL is NYMEX, CO is Brent Crude, WCS is
Western Canada Select.

3. CAD correlation to contracts a bit further out is almost always higher, which makes sense. Oil producers
don’t hedge in the very front. Also, the long run estimate of crude prices given by contracts further out is
probably a more reasonable guess as to the long-term GDP contribution of oil to the Canadian economy.

4. CL20 (NYMEX 20% contract) or CO20 (Brent 20t contract) look like approximately the best contracts to
follow if you care about CAD. CL1 is certainly NOT the right contract to follow. The current CL20 contract
is CLX3 (November 2023).

5. AUD is also strongly correlated with crude because of its LNG production and also because all
commodities are correlated with each another, and Australia exports all kinds of other stuff.

6. You get a slightly better crude corr if you do CADJPY instead of USDCAD. This makes sense because
higher oil hurts Japan’s current account and forces oil importers to buy more USDJPY in Japan time.

Unfortunately, none of this helps explain why USDCAD is so bid right now. | ran a bunch of experiments, sorting
different regimes like: Credit wider vs. credit tighter. SPX up and down. Mortgage rates up and down. And could not
find any regime style explanation for why CAD is weak even with oil and other commodities flying up and out of the
atmosphere and towards Earth’s only natural satellite.

Sometimes when you run an experiment or series of experiments, your result is the null hypothesis. That’s the case
here. | cannot explain why CAD is so weak. The persistence of the weakness is unnerving and the rapid USDCAD

drop and recovery after | went short USDCAD pre-BOC is unnerving but I’'m just going to stick with my parameters.
Perhaps there’s a large CAD selling flow going through and when it's done, USDCAD goes clunk like a heavy object.

Speaking of clunk

The euro has decided to collapse, out of nowhere. EURAUD collapse

We have had four hot euro narratives this year (two up, two down) |
but the one that is most impulsive is this one—the one few foresaw. I
A combination of sanctions, Russia contagion, unwind of hawkish 0 ,‘%‘ n*,\r | L
ECB bets, and real money hedging of euro assets has knocked the i .\,ﬂ ,' 'ﬂ l,‘

single currency on its butt, especially against AUD and NZD. i \f \ «% 'i"w\

Parity coming in EURCHF!

1 | |

And finally... Sure, you could watch The Batman this weekend, and '
it will probably be excellent. Or... You could watch me in
include the evolution of the FX market, trading and mvestlng without
bias, Daft Planet, and tons of other stuff.

Have a muscular day.

good luck T be nimble

SPECTRA MARKETS: LOOK FORWARD


https://www.youtube.com/watch?v=82FWw-bj2So
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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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