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Short USDSEK @ 9.8350 
Stop loss 10.0110 
Take profit 9.5510 
 

    

  

 

 
 
 
 

 
 
 

Short USDSEK for dovish Fed 
 

Is it time for the FOMC to give the market a reprieve? There is enough angst on the 
demand side at this point and even a few nascent signs of a peak labor market (AMZN 
comments, ISM jobs component) that the soft landing logic might suggest the Fed 
hikes 50 tomorrow and assures the market that more is coming but that the situation 
is under control and there is not going to be 75bps or 100bps hikes anytime soon. 
 
2018 was a lot like 2022 on the monetary policy side as the Fed took away the punch 
bowl after a fiscal bonanza and turned the E in QE into a T. Same thing this year. It is 
notable though, that even as rates went from the 2.04% lows in 2017 to a high of 
3.26% in 2018, the Fed managed to sound dovish at many 2018 FOMC meetings. 
 
Here is the change in US 10-year yield into and after each FOMC meeting in 2018. 
The median move in the 10 days before was +10bps and the median move in the 
ten days after was -8bps. I could see something similar tomorrow. 
 

Change in US 10-year yield, 10 days into and after each 2018 FOMC meeting 
 

 
 
This is especially compelling to me as US 10-year rates have met the long-awaited 
target as they finally printed above 3. 
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It’s a bummer that I didn’t pull the trigger on the dollar short yesterday. But all is not lost. USDSEK is still in a nice 
location to put on a short and I’m going to do that today because: 
 

• I think the Fed will sound dovish as they throw a life raft to the market in an attempt to engineer a soft 
landing1. Similar to 2018, where the talk is tough and then the meeting doesn’t QUITE match the tough talk. 

• SEK is a risky asset but the blowup in EURSEK has been contained (vs. EURNOK, for example). This says 
to me that positioning in SEK is light. A dovish Fed would lead to an equity squeeze that will bolster SEK. 

• DSI in EURUSD is 10% bulls. That is extreme bearishness (aka USD-bullishness)2. 

• DXY perfect failure at the 2016 highs. Looks like a potentially epic range top. 

• Rate differentials already say USDSEK is too high. Here is the chart. 
 

USDSEK vs. US/Sweden 5-year differential 
 

 
 

This is an OK spot or options trade. Either buy 1-week USDSEK 9.75s or sell spot here with a 10.01 stop loss. 
Details in sidebar on page 1. Let’s go! 

 

Closing thoughts 
  

 

Going to keep it short and sweet today. Other possibilities if you like short USD would be: buy AUDUSD, sell USDCAD, 
sell USDNOK, or buy (the much-hated) NZD. 
 
Have a galactic day. 
 

good luck ⇅ be nimble  

 
1 Speaking of life rafts, this is an incredible and haunting song (you need to listen to the lyrics) 
2 Daily Sentiment Index is a subscription sentiment service. Below 10 and above 90 are extreme readings that tend to be contrarian. 

https://www.youtube.com/watch?v=e8Fi46BFAF0
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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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