SPECTRA

.‘J

B
- MARKETS

A
N

dm

Brent Donnelly

bdonnelly@spectramarkets.com
(212) 398-6230

Guess what the score was in
the biggest college football
upset ever

Current Views

17JUN 157/154
GBPJPY put spread

Cost around 37bps
Spot ref. 160.20

Thursday, May 19, 2022

Vigilance

Interesting overnight session as the USD is showing sneaky weakness again, but
not enough weakness to send a tradable signal. If we’re talking stagflation in Europe,
shutdown in China, and a grinding transition from labor shortage to labor surplus in
the USA (and sticky inflation everywhere) ... Crosses like GBPCHF and EURCHF
and GBPJPY lower make more sense to me than straight USD trades.

| still don’t think there is a coherent USD bear case, as the tech worker thing is a
bearish sign for the US economy but much of the bad news from TGT, WMT, and

now, while cross/JPY and cross/CHF lower makes tons of sense. Those trades are
always at risk of an equity bounce, but you can’t worry about that every day.

Until VIX prints 41, I'm mostly going to be leaning toward lower stonks. But | reserve
the right to change my mind!

The GBPJPY idea yesterday is in the money but 100 pips off the lows this morning.
We are tracing out a big, messy triangle and | think the likelihood of a downside
triangle break in GBPJPY is far higher than a topside thrust. The chart below shows
a selection of triangles that yield the following levels:

Resistance 1: 160.80 Support 1: 156.00/20
Resistance 2: 161.50/80

GBPJPY avec triangles

| like the put spread best still, but if you did the trade via spot, the ideal parameters
would be stop loss 162.01 and take profit 156.20. You can find tighter parameters
than that if you want to be more tactical, but anything tighter risks a noisy stop out
as JPY is mildly unhinged right now. The overnight action in USDJPY was: Down to
127.90, up to 128.95, then down to 127.50. Sloppy!

127.00 remains the key level to watch in USDJPY. That is the point below which
| believe stale USDJPY longs will capitulate.

In case you missed it yesterday, this headline was important:

*SNB'S JORDAN: WE MUST BE VIGILANT REGARDING PRICES


http://bdonnelly@spectrafx.com
mailto:bdonnelly@spectramarkets.com
https://www.youtube.com/watch?v=dFzhjnjXc2o
https://www.youtube.com/watch?v=dFzhjnjXc2o
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201

s SPECTRA

J.
Nay MARKETS

This was part of a flurry of hawkish headlines that also included:

*JORDAN: SEES RISK OF SECOND-ROUND EFFECTS
*JORDAN: SNB READY TO ACT IF INFLATION PRESSURES CONTINUE

There was the usual stuff in his speech about currency intervention, but those words are no longer credible as FX is
a primary monetary policy instrument and it makes no sense to buy EURCHEF if you think inflation requires vigilance.
Stronger CHF is what they need, not weaker.

Wily FX veterans will know that the word “vigilance” holds a special place in the central bank vernacular because it
was Jean-Claude Trichet’'s secret code word that informed the market about coming hikes. “Strong vigilance” was
the super double probation Trichet code word for: hikes imminent. No European central banker over the age of 30
would ever use “vigilance” without knowing exactly what that will mean to the market. Thomas Jordan is 59.

I know quite a few people were able to panel EURCHF above 1.0380 yesterday as it hung out there for ages. If you
are short, | would suggest taking back 33% at 1.0200/20 and 33% at 1.0100/20.

Here’s another chart, also involving a triangle.

EURCHEF big triangle

Hourly EURCHF= 2:00 AM 12/6/2021 - 200 PM 52772022 (NYC)
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MacroTactical Crypto: Action Required!

To read my crypto weekly, please sign up here. The notes look at crypto through a macro and behavioral lens to
give you an agnostic’s view of an important, but still-emerging asset class. MacroTactical Crypto (MTC) will be a
paid product as of June 1. To be clear, everyone has to pay, even Spectra FX Solutions clients and am/FX
subscribers. So, if you want to receive it, please click that link. Thanks!

The cost is $199/year, but if you use coupon code: OGSUBSCRIBER you get $100 off. That is a 50.7% discount.

Have a blowout day.

good luck T be nimble
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Click here to subscribe to am/FX

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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