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Current Views 
 

Short AUDNZD at 1.0875 
Stop loss at 1.0976 
Take profit 1.0667 

 

Long USDCAD at 1.2606 
Stop loss at 1.2539 
Take profit 1.2777 

 

Short GBPUSD at 1.3215 
Stop loss at 1.3353 
Take profit 1.2811 

 
 

    

  

 

 
 
 
 

 
 
 

Great Expectations 
 

The move in NZD overnight is logical ex-post but I did not have “50 bps hike and NZD 
drops 1%” on my expected value spreadsheet. Clearly the market cares about terminal 
rates, not front-end gyrations. And the dollar remains king. My short AUDNZD stopped 
out in a quick rip of the Band-Aid, and we move on. This result will certainly have CAD 
bulls on edge as more is priced for today’s BoC than was priced for the RBNZ and as 
such the risk of a weaker CAD looks meaningful. That said, the setups are kind of 
different as BoC is moving later and the economic data is stronger in Canada than NZ. 
 
I have been bullish USD on the back of a few basic ideas: 
 

• April “lower USD seasonality” is not real, it’s a product of randomness. 

• The month running up into FOMC will be bad for risky assets and good for USD 
as the market slowly realizes that light in the distance is oncoming QT. Market 
still somewhat in denial. 

• Fed hiking is more credible than ECB or BOJ and that should keep rate 
differentials pressured in favor of the USD. 

 
The trade has worked but I’m getting nervous about the EUR and have decided to 
square that one up. Here’s why: 
 
1. Rate differentials no longer support the trade in the short-term: 

 

 
 

2. EURUSD volatility drifting lower. The corr has been positive with EURUSD: 
 

 
3. ECB tomorrow is a bit of a wildcard. Though I don’t expect anything of major 

interest, the Bloomberg ECB crisis tool story makes me a bit nervous. 
4. USDJPY’s disappointing break of 126.00 also makes me nervous. 
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https://www.bloomberg.com/news/articles/2022-04-08/ecb-is-crafting-a-crisis-tool-to-activate-if-bond-yields-jump
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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If I am 100% honest, I think the market is expecting way too much from this ECB meeting as it’s not a forecast 
meeting and new crisis plans don’t emerge out of nowhere and get announced a week later. I would not be long 
euros into the ECB meeting, but it seems like good risk management to cover shorts here and see what happens. 
The take profit was 1.0755 anyway, so about 80% of the move I was hoping for has already happened. One week 
1.08 EUR puts might be nice as a neutral or dovish ECB meeting will put to rest this strange compulsion in the market 
to buy every dip in EURUSD despite what looks to me like a strong USD up trend. 

 
 

Is gold the new TINA? 
  

 

One of the arguments for US equities, and particularly US tech, used to be that “there is no alternative.” This is 
abbreviated to TINA. Obviously, this acronym has proven to be false since November 2021 (when Powell dropped 
transitory) as global equities and gold have outperformed US equities by a decent margin since then. It seems that 
gold is becoming the place to put your money when you’re not sure what to do with it as stocks and bonds look 
suspect into QT and commodities are massively overowned already as you can see in this BofA chart: 
 

 
Source: BofA GFMS: Fast and Furious 

 
I have had a hard time embracing gold after the Russian SWIFT news because US nominal and real rates are ripping, 
and the pile of negative-yielding debt is dwindling fast. Normally that would be bad for gold. But in a world where 
stagflation is the number one concern, there is a lack of investable markets, and people are worried about whether 
FX reserves are fully fungible money… I suppose that makes gold kind of all weather right now. 
 
Speaking of all weather, this 2012 Bridgewater article is super interesting. 
 
 

The ruling on the field stands 
  

 

More people than you might expect asked me why I called USDJPY a Veblen Good and not a Giffen Good yesterday. 
Good question! I did spend about 10 minutes deciding which word to use before I chose Veblen. Here’s the difference: 
 

A Veblen good is generally a high-quality, coveted product, in contrast to a Giffen good, which is 
an inferior product that does not have easily available substitutes. 

 
I was a USDJPY market maker for a decent part of my career so perhaps I’m overestimating how luxurious USDJPY 
is? Nope. I stand by my original decision. USDJPY is a Veblen, not a Giffen Good. 

 
 

Closing thoughts 
  

 
 

The USDJPY breakout has been mucho disappointing so far. I think the correct stop loss if you bought the break is 
125.39. Through there, the technical dream is over. 
 
Have a sweet, bubbly day. 

 

good luck ⇅ be nimble  

https://www.bridgewater.com/research-and-insights/the-all-weather-story
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The good old days 
 

  
 
 
 
 

https://waitbutwhy.com/2013/08/creepy-kids-in-creepy-vintage-ads.html 
 

 

https://www.linkedin.com/premium/products/?destRedirectURL=https%3A%2F%2Fwww.linkedin.com%2Ffeed%2F%3FshowPremiumWelcomeBanner%3Dtrue&upsellOrderOrigin=premium_nav_upsell_text
https://waitbutwhy.com/2013/08/creepy-kids-in-creepy-vintage-ads.html
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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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