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Arthur Burns knew a thing or two 
about the 2022 economy 

 
 
 
 
 
 
 
 
 

 

 
 

 

Current Views 
 

Short USDJPY @ 134.05 
Stop loss 135.55 

Take profit 130.55 
 

Short EURJPY @ 141.25 
Stop loss 144.44 

Take profit 137.77 
 

    

  

 

 
 
 

Addicted to gradualism 
 

It is rare that we see two gaps in a row in the NASDAQ where the day’s high is more 
than 1% below the previous day’s close. It looks like this:  
 

NASDAQ double gap this week 
 

 
 
Looking back to 1991, this pattern has occurred only four times. Each time, it was in 
the midst of a crisis and each time, the trend going in continued soon after. Here are 
two of the four instances in March 2020. The black lines with percentages marked are 
the day after the two gaps (i.e., day 3, which would be today). You can see there were 
enormous rallies on those days, but then the trend continued. 
 

Two NASDAQ double gaps with day 3 marked (March 2020) 
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Next, I show the other two instances. You can see that in all cases, the primary trend resumed after the double gap. 

 

NASDAQ double gaps with day 3 marked 
 

March 2009                   March 2001 
 

               
 
 

The implication for today would be that there is abnormal risk today for a large one-day equity rally, especially 
because today is Tuesday. As you may be aware, Thursday, Friday, and Monday were all down days for the SPX which 
means that statistically the odds of an up day today are much higher than usual. This is known as Turnaround Tuesday 
or TT. This is the P&L of going long on Monday and exiting at the close on Tuesday when the setup triggers. 
 

Cumulative P&L of long SPX at close Monday after Thursday, Friday and Monday were all down 
Exit at Tuesday close 

 

 
 

Quick trades update 

 

The EURUSD take profit was hit at 1.0411. I will send a quarterly trades recap tomorrow. This is the rare time when I 
move my take profit and it works. Zing. EURJPY and USDJPY shorts remain in the sidebar. I also think a 1-month 
128.84/136.16 double no touch at 15% or so makes a lot of sense. It’s a bearish USDJPY, bearish vol play. 
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Anguish 

 

I would rarely recommend something that takes more than 30 minutes to read, but I found this 1979 speech from Arthur 
Burns to be absolutely mind-blowing. It’s as if he wrote it yesterday. Central banks are making all the same mistakes 
under the same conditions as the late 1970s. I will give you a few choice excerpts but it’s worth a full read on the 
weekend or some time when you’re bored. 
 
Mr. Burns said that he could not express confidence that any constructive and forceful program for dealing with inflation, 
will be undertaken in the United States or elsewhere in the near future. He said he was not even sure that many of the 
central bankers of the world, having become accustomed to gradualism, would be willing to risk the painful adjustments 
that he fears are ultimately unavoidable. The addiction to gradualism (not when loosening, only when tightening) 
continues to plague central bankers. Their asymmetric approach has given us this bubble and pop economy. 
 
The speech is part postmortem and part mea culpa as it was written just 18 months after Burns left his post as Chair of 
the Fed. Eerily prescient is how I would describe it. A few choice quotes. The first quote, he’s talking about central 
bankers: 
 
 

 
 

 

 
 

 
 

 

 

 
 

 

 

 

 

 

http://www.perjacobsson.org/lectures/1979.pdf
http://www.perjacobsson.org/lectures/1979.pdf
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Final thought 

 
20000 was a massive breakout level in BTC. I find it hard to imagine it breaks without a huge fight. 
 
Have a retrospective day. 
 

good luck ⇅ be nimble  
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June 1970: Just the beginning! 
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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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