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“Many participants elected to 

receive negative stimulation over 

no stimulation–especially men: 

67% of men gave themselves at 

least one shock during the thinking 

period [range = 0 to 4 shocks, mean 

(M) = 1.47, SD = 1.46… 

 

…not including one outlier who 

administered 190 shocks to 

himself].” 

 
 

Umm… 
 

That doesn’t seem good. 
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Sell the GBPJPY rally 
 

My CADJPY trade last week, while profitable, was disappointing on a few levels. 
First, it was huge in the money, but never hit the target. Second, I moved the stop 
down and cut near the highs. Three, I still think it’s a good trade! I am not afraid to 
do the same trade a few times, though; it’s one way I stay in themes over time. 
 
Today, I’m going short GBPJPY. There are two ways to do it. One, short GBPJPY 
spot here (160.20) with a stop at 162.71. Two, buy 1-month 157/154 put spread. I 
like the put spread best. It costs roughly 37bps off 160.25 spot but that is not a firm 
price, just a finger in the air kinda thing. Trade in sidebar. 
 
Reasons: 
 

• Target reached in US rates 3.04/3.25 zone means global rates close to 
peak (cross/JPY is highly correlated to global rates). 

• US employment is slowing as negative news from AMZN, NFLX, FB, WMT, 
CVNA and others flows through. The bursting of the WFH / disruptors 
bubble is starting to have an impact on the real economy. 

• UK is the textbook stagflation story; you want to sell rallies in GBP, and this 
is a big enough rally to sell. 

• The large bounce off 156.00 was a product of the short squeeze in equities. 

• The Fed is committed to hikes and QT: No bottom in equities until we get a 
legitimate fear trade. To me that means VIX through 40. 

• Average monthly range in GBPJPY is 7 figures and moves of six big figures 
are common. That’s why I chose to buy the 157 and sell the 154. The 157 is 
around 75bps and you get 38bps back for the 154. 

• We were at 156 a week ago so the target is not crazy, at all. 

• USDJPY positioning is still large (long USD) and will likely stay strong until 
127.00 breaks. Below 127.00, expect a huge capitulation of USDJPY longs. 

• GBPUSD positioning is also large short but was roughly 25% cleared out by 
this 250-point rally. Also, the UK-bearish narrative remains in force while the 
USDJPY narrative is losing steam. I look at positioning relative to delta 
of narrative, not just positioning in isolation. 

• As you can see in the 
chart, you pretty much 
need equities lower for 
this idea to work. 
That’s fine by me! 

 
That’s it for today, I’m keeping 
it nice and short because I 
know you’re busy. 
 
I will be on Bloomberg 
Radio at 11:15am Wall 
Street time today. If you’re in 
the car, tune in to 1130AM in 
the NYC area. 
 
Have a shockingly good day! 

 

good luck ⇅ be nimble  

Wednesday, May 18, 2022 

http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.youtube.com/watch?v=j5-yKhDd64s
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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https://www.science.org/content/article/people-would-rather-be-electrically-shocked-left-alone-their-thoughts 

Excerpt: Participants received our standard instructions to entertain themselves with their thoughts (in 
this case for 15 min). If they wanted, they learned, they could receive an electric shock again during the 
thinking period by pressing a button. We went to some length to explain that the primary goal was to 
entertain themselves with their thoughts and that the decision to receive a shock was entirely up to them. 
 
Many participants elected to receive negative stimulation over no stimulation–especially men: 67% of 
men (12 of 18) gave themselves at least one shock during the thinking period [range = 0 to 4 shocks, 

mean (M) = 1.47, SD = 1.46, not including one outlier who administered 190 shocks to himself], 
compared to 25% of women (6 of 24; range = 0 to 9 shocks, M = 1.00, SD = 2.32). Note that these results 
only include participants who had reported that they would pay to avoid being shocked again. The gender 
difference is probably due to the tendency for men to be higher in sensation-seeking. But what is striking 
is that simply being alone with their own thoughts for 15 min was apparently so aversive that it drove 
many participants to self-administer an electric shock that they had earlier said they would pay to avoid.  

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4330241/ 

 
 
 
 
 

 
 
  

https://www.linkedin.com/premium/products/?destRedirectURL=https%3A%2F%2Fwww.linkedin.com%2Ffeed%2F%3FshowPremiumWelcomeBanner%3Dtrue&upsellOrderOrigin=premium_nav_upsell_text
https://www.science.org/content/article/people-would-rather-be-electrically-shocked-left-alone-their-thoughts
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC4330241/
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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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