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“Have you heard of the Baader-
Meinhof phenomenon?” 

 
“Weird, I just learned about 

that the other day!” 
 
 
 

 
 

 

Current Views 
 

Short EURUSD at 1.1000 
Stop loss at 1.1201 
Take profit 1.0755 

 

Short GBPUSD at 1.3215 
Stop loss at 1.3353 
Take profit 1.2811 

 
 

    

  

 

 
 
 
 

 
 
 

 

Ways to play EUR to 1.05 
 
 

The move from 115 to 125 in USDJPY was a reminder that currencies do actually move, 
for real, sometimes. Perhaps the move in USDJPY is a sign of things to come in EUR. 
We are so used to EURUSD just flapping around in this 1.08/1.18 kind of range that it’s 
hard to imagine a larger move. 
 
Here is the histogram of daily EURUSD closes since 2015. You can see it’s bimodal 
with not much activity in the 1.15 area as EURUSD either likes to hang out 1.08/1.14 or 
it 1.16/1.21 and nowhere else, really. I think this long period of calm makes it hard to 
imagine we go anywhere else. 
 

The distribution of the 1894 daily closes of EURUSD since 01JAN15 
 

 
 

And if this thing were to move, how much could it go? The next chart shows the rolling 
2-month change in EURUSD (absolute value). Obviously 2008 should be looked on as 
an outlier but with a war in Europe, an energy crisis, a French election, and an ECB 
priced for hikes into all that badness… It’s not crazy to think that non-2008 history would 
be a reasonable guide for what size of moves we might see. 
 

Rolling 2-month change in the price of EURUSD (absolute value)  
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You can repurpose that data to get an idea of how to define a big move in EURUSD and how often such a big move 
might happen. Here is the histogram of the 2-month moves in EURUSD: 
 

Number of 2-month moves of various sizes in EURUSD (out of 8394 rolling 2-month windows since 1990) 
 

 
 

Converting this data to percentages, you get this table: 
 

 
 

Using this history as a guide, there is around a 31% chance that EURUSD will move 5% or more in the next two months. 
Now, obviously that means up OR down… But I’m going to focus on down because of rate differentials (as discussed 
yesterday) and because I think most of the headline and catalyst risk is to the downside. The obvious upside risk is a 
peace accord in Ukraine, while the downside risks are: 
 

1. Further sanctions 
2. French elections 
3. ECB backs off at the May meeting as sentiment surveys, the specter of war & sanctions, and demand destruction 

trigger concern 
 
I also think in a world where the market is focused on current accounts, the downside in EUR feels more exposed than 
the topside. Further, we tried the hawkish ECB trade a few times now and it failed. I doubt we’re going to try it a fourth 
time. If EURUSD is going to move 5% lower in two months, that would put us at 1.0420 on June 4. 
 
Here are the payouts of five strategies that each risk 1 million USD. 
 

Size of 2-

month 

move in 

EURUSD

% in that 

bucket

% in that 

bucket or 

more

1% 22% 100%

2% 19% 78%

3% 16% 59%

4% 12% 44%

5% 10% 31%

6% 8% 21%

7% 5% 14%

8% 3% 8%

9% 2% 5%

10% 1% 3%

11% 2% 2%
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Different ways to play EURUSD to 1.05 in two months 
 

 
 
Takeaways: 
 

• Short spot with a tight stop is always great leverage but you might get stopped out! Two months is a long time. 

• The 1.06 put is aggressive and not really worth it given the 1.08 outperforms in so many more scenarios. 

• The one touch isn’t that exciting given the size of the move expected (i.e., the vanillas are better). 
 

 

Closing thoughts 
  

 
 

Yesterday, I put out an educational piece about adaptation and the ability to vary your trading style, depending on 
market regime: https://50in50.substack.com/p/trade-9-buy-high-sell-higher?s=w 
 
And I put out a brief crypto piece yesterday too: https://mtcbd.substack.com/p/macrotactical-crypto-15?s=w 
 
As an experiment, at the bottom of each piece I said, “please click the like button if you like this piece”. The likes went 
up 300% or so compared to prior episodes. Neat. So, errm… If you liked today’s am/FX please forward it to a friend 
and tell them to subscribe. 
 
Have a highly-recommended day. 

 

good luck ⇅ be nimble  

https://50in50.substack.com/p/trade-9-buy-high-sell-higher?s=w
https://mtcbd.substack.com/p/macrotactical-crypto-15?s=w
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I have known about the frequency illusion for a while but was surprised to learn that it was only 
named in 1994 (Baader-Meinhof) and 2005 (Frequency Illusion). Did we not know about it 

before that? 
 

 
The Frequency Illusion or Bias, also known as the Baader-Meinhof Phenomenon is a cognitive bias 
in which, after noticing something for the first time, there is a tendency to notice it more often, leading 
someone to believe that it has a high frequency of occurrence. It occurs when increased awareness 
of something creates the illusion that it is appearing more often. Put plainly, the frequency illusion is 
when "a concept or thing you just found out about suddenly seems to crop up everywhere."  

The latter coining was apparently by a newspaper reader in Minnesota, US, who, in a letter to the 
newspaper in 1994 described it as a phenomenon in which, after the first time you learn a new word, 
phrase or idea, you see that word, phrase or idea again within 24 hours. 

It was named after an incident in which the reader, Terry Mullen, was talking to a friend about the 
once notorious West German Baader-Meinhof gang, and the next day, the friend referred Mullen to 
an article in that day’s newspaper in which the left-wing terrorist organization was mentioned, 
decades after it had any reason to be in the news. 

https://science.howstuffworks.com/life/inside-the-mind/human-brain/baader-meinhof-phenomenon.htm 

 

Doctors who learn about a certain diagnosis may consequently make that diagnosis more often. 
An article in Academic Radiology from June 2019 discusses one medical student’s experience 
diagnosing “bovine aortic arch,” an embryologic condition that could contribute to thoracic aortic 
disease. Once he learned about this condition from a radiologist, he spotted it three times in the 
next 24 hours. 
 

https://news.ucdenver.edu/what-is-the-frequency-illusion/  

https://www.linkedin.com/premium/products/?destRedirectURL=https%3A%2F%2Fwww.linkedin.com%2Ffeed%2F%3FshowPremiumWelcomeBanner%3Dtrue&upsellOrderOrigin=premium_nav_upsell_text
https://science.howstuffworks.com/life/inside-the-mind/human-brain/baader-meinhof-phenomenon.htm
https://news.ucdenver.edu/what-is-the-frequency-illusion/
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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/

