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An interesting tweet 
over the weekend 

 

 
 

 

I have so many questions! 
 
 

 
 

 

 
 

 

 
 
 

Current Views 
 
 

Short NZDCHF @ 0.6240 
Stop loss 0.6365 

Take profit 0.6085 
 
 

17JUN 157/154 
GBPJPY put spread 

Cost around 37bps 
Spot ref. 160.20 

 
 

    

  

 

 
 
 

NZDCHF lower 
 

The slow-motion peak in the dollar continues with another lurch higher in EUR 
overnight. I have missed this dollar turn and while I get the logic (peak US labor 
market, peak Fed, peak US rates…) I am not 100% convinced yet that it’s real. The 
main issue I am having is that the USD is an equity proxy to some extent these days 
vs. certain pairs like CAD, AUD, and GBP. And one interesting thing about this down 
move / bear market in stocks is the continuous impulse from traders to buy the dip. 
 
It’s a weird one, because broad sentiment measures in equities are undeniably 
bearish… But the traders I talk to and follow on Twitter are almost always getting 
long on dips dip, not short on rallies. That is: raging bearish sentiment in trader land 
is absent. This probably explains why the rallies are so weak… Traders are long on 
every big dip and then sell into any rally. So with S&Ps up 1.8% on the day at 3970, 
anything correlated to equities looks mildly suspect. Meanwhile, this chart of 
household allocation to equities as a percent of total assets is another reason rallies 
in stocks are so muted. Retail is trapped long at bad levels and selling on rallies. 
 

US Households: Equities as a percentage of total assets, 1960 to now 
 

 
HT: A version of this chart was featured in John Authers’ piece today 

 
The tricky part with the USD is that I am kind of onboard with the general USD-
bearish vibe given the economic news and rates moves, and so I don’t want to fade 
the USD selloff either. Rate differentials and EURUSD vol, which have been leading 
EURUSD throughout most of this year, both say EURUSD makes sense up here, 
though they don’t really argue for higher. Equilibrium kinda thing.  
 
EURUSD vs. 
Germany/USA 2y rate diffs        and…          1-year implied EURUSD volatility 
 

   
 

Perhaps the trade from here is short USD and short stocks, and I would be more 
excited about that than a USD short on its own. That said, my guess is that this week 
is quiet and mean reverting, even with month end approaching, because critical 
themes like UK stagflation (lower GBP), higher US rates, crypto weakness, and 
commodity strength have all lost some momentum but have not reversed in any 
meaningful way. Not enough momentum for continuation of trends but not enough 
new information to trigger massive reversals, either. 

Monday, May 23, 2022 
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Donde estan los estabilizadores automaticos 

 

Normally, when you get equity market weakness and concerns about the job market like we’re seeing now, you get 
weakness in commodities, especially oil. This occurs because demand is falling. But when commodities are supply 
driven, not demand driven, the story changes. A weakening economy with permabid oil markets is not a great recipe for 
higher stocks as the Fed put remains far away (due to inflation stickiness), while the automatic stabilizer where lower 
gas prices act as a tax cut for consumers is non-existent this cycle. Even with major rebalancing into month end (buy 
stocks, sell bonds), my view is that we will finish the month of May on the ding dong lows in stocks. 
 

Trades 

 

My GBPJPY short view has been similar to the CADJPY trade where it looked wonderful for about 36 hours, then reverted 
back to the entry point in extremely disappointing fashion. I still like GBJPY lower, and I also think NZDCHF lower is a 
good play as the RBNZ story turns more balanced just as the SNB has finally awoken to the global inflation threat. 
 
RBNZ tomorrow night (10pm NY). The RNBZ was an 
early mover and is front-loading hikes. The SNB is a 
late mover and has just turned rather hawkish (off an 
admittedly low base!) 
 
50bps is locked in for tomorrow’s RBNZ meeting, and 
the FX move is all about the path going forward. My 
feeling is that global central banks are moving 
towards a less gung-ho and more “balanced risks” 
approach and as such the risk of a dovish RBNZ 
(relative to say Westpac’s expectation of 50bps in May, 
July, and August) is another reason that short NZDCHF 
makes sense. Bullard gave the first hint of a more 
balanced global CB look with his mention of 2023 cuts. 
 
There are nuances in every country, but clearly global 
inflation risk is not the ONLY risk anymore. In NZ, 
house prices are coming off fairly sharply and 
recession talk is picking up a bit as you can see from 
Google search trends (top chart on right). This more 
balanced outlook requires a more balanced message 
from the CB and that could easily sound dovish. 
 
Techs: This is subtle but note in the hourly chart of 
NZDCHF (at right) how each rally in that blue channel 
is a bit weaker than the last. The first two touches hit 
the high channel (1,2), then the next two (3, 4) can’t get 
there (so I drew a new channel) than the last rally (5) 
doesn’t even get to that new, lower channel. 
 
Short NZDCHF here (0.6240) with a stop loss above 
both channels (0.6365) makes sense to me. The take 
profit in NZDCHF is the year low base at 0.6085. Note 
NZ Retail Sales are out tonight (645pm NY) though I’m 
not sure they matter too much. 

 
To summarize: I like NZDCHF lower on RBNZ, stocks 
(lower), SNB (tighter) and technicals (bearish)…  
 
Have a frank afternoon and evening. 

 

good luck ⇅ be nimble  
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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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