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Current Views 
 

 

Short EURUSD @ 1.0702 
Stop loss 1.0801 

Take profit 1.0520 
 

    

  

 

 
 
 

Nine-dollar milkshake 
 
 

The ECB is taking forward guidance to a whole new level of absurdity as they signal 
the exact move and timing for the next hike. Why not just hike today then? Odd. 
Inflation above 7% and rates below zero. Madness.  
 
The anti-fragmentation discussion was a 
disappointment while the suggestion of 
50bps in September was hawkish, so 
EURUSD is unchanged. Italy spreads 
are widening and are back at levels last 
seen in May 2020 while Germany/US 
pushes to a 2-month high. Stalemate for 
the currency as its buffeted by dual 
crosswinds. 
 
The widening in Italian spreads is a 
reflection of the fact that Italian yields 
are higher vol than Germany yields. The 
currency impact depends on how 
widening spreads impact sentiment, and 
how much of the BTP selling comes 
from unhedged foreign holders. 
 

CPI 

 

 

Tomorrow’s CPI release is even more important than usual because we were 
supposed to be getting the disinflationary benefits of base effects around now. If we 
do not get the expected relief, it’s big news. 
 
I feel like the psychology of the number tomorrow is heavily tilted. People expect 
inflation to roll over and that is kind of assumed at this point. The conversation is now 
mostly whether we go back to 3% or bottom out at 5%. If inflation stays sticky, markets 
are going to be in for a shock. 
 
Food, energy and rent prices are showing no sign of backing off, so the question really 
is how much those impact core. New York City average rent is now north of $4,000 
per month. I went for a walk with my son the other night and we popped into a diner 
so he could grab a vanilla milkshake to go. It cost $8.85. 
 
I would be ready for a strong number tomorrow and a big hit to the risk parity trade. 
Not because of the milkshake, but because the psychological impact of a strong 
number will be meaningful now that the long duration trade is somewhat well 
subscribed, many traders are tactically long equities, and peak inflation is common 
knowledge. 
 

Google searches for “peak inflation” 
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Chuckle-worthy 

 

This note from Gilliam Byron of Blockworks made me chuckle so I thought I would share it (with his permission). 
 

I was on a London trading desk in the mid aughts when the hedge fund Marshall Wace introduced 

the concept of “alpha capture.”  

  

Instead of every equities sales person calling them on the phone with their idea of the day, Wace 

asked for the best ideas to be submitted via a website so that 1) they wouldn’t have to pick up the 

phone so much and 2) they could track everyone’s performance over time. 

  

We all naturally assumed that Wace would then buy the longs and sell the shorts submitted by the 

people with the best track records.  

  

But their quants were, of course, more sophisticated than that, slicing and dicing the data in all sorts 

of unexpected ways. 

  

My favorite takeaway from the alpha capture quants was that they ignored recommendations 

submitted by managing directors. 

  

Typically the highest-paid people on an equities floor, managing directors tended to be older, spent 

a lot of time in meetings, went to a lot of lunches, were maybe riding on their laurels a little bit and 

were probably a lot overconfident in their trading abilities.  

  

(No, I’m not bitter I never made M.D. Why do you ask?) 

  

Basically, the quants found that whatever qualities it was that made people ascend to the rank of 

M.D. at an investment bank were not those that made for great stock picking. 

 
The worst trading performance of my career was the two years I was an MD at Nomura. Trading requires focus and 
when you’re off the desk half the time in IT and HR meetings, you can’t focus. I have so many memories and stories 
of bad trades by senior management over the years, I could fill 25 pages. It’s not that senior managers are necessarily 
bad at trading; they are just not on the desk enough to have an edge. 
 

Final thought 

 

July 6, the SEC finally makes a ruling on Grayscale’s spot bitcoin ETF application. Could be exciting! Probably won’t 
be. But could be! Here’s an article. 
 
Have a humorous day. 
 
 

good luck ⇅ be nimble  

https://cointelegraph.com/news/grayscale-hires-former-solicitor-general-to-help-force-bitcoin-etf-approval
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A “personal” letter from Steve Martin 
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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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