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A tool by any other name

First up: This chart from Matt Gittins is rather bonkers. It shows 2023 ECB policy
change minus 2023 Fed expected policy change. 60bp of ECB hikes and 60bp of FED
cuts... What world does that happen in? Kind of hard to imagine that will play out, even
acknowledging the very different starting points for the policy rate in each region.
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ECB time warp

There was an ECB story on Bloomberg today that had me feeling like I'd time travelled
back to 2011. ECB strategizing and disagreeing over a tool to stop the periphery from
blowing up as Germany asks for conditionality and France urges rapid execution. It's
all straight out of the eurozone crisis and shows the built-in dysfunction of a currency
union without fiscal union. It works pretty well, except when it doesn’t work!

Here’s an excerpt from the article. The ridiculous headline captures the essence pretty
well. “Is the critical policy tool ready, guys?” ***awkward silence*** “Errrm, we have
a name for it... So that’'s good, right?” It's like Apple announcing they have a new
product coming out, but so far they just know the name of it, not what it is.

ECB Tool Has Name, But Arrival on July 21 Seems Uncertain
European Central Bank policy makers have a working name for their new crisis tool
but aren’t yet displaying certainty that it will be ready at their July 21 decision,
according to people familiar with the matter. The measure is being referred to as the
Transmission Protection Mechanism, though that could still change when it is unveiled,
the people said, declining to be identified because discussions are private.

Among topics that continue to feature in discussions are ensuring the measure doesn’t
counteract interest-rate hikes, what conditions should apply to any government
benefiting from it, and potential legal hurdles, the people said.

ECB officials led by Christine Lagarde said at their June policy meeting that they will
start hiking rates at the upcoming decision in July. They were then forced to pledge an
accompanying crisis tool to contain the effects on weaker euro members after a blowout
of Italian bond vyields. Policy makers have tried to reassure investors that a
measure will be ready. On June 29 at the ECB’s annual retreat in Sintra, Portugal,
Lagarde stated that a new tool “will be considered by the Governing Council” on July
21, saying at the time that “it’s a work in progress.” Meanwhile Vice President Luis de
Guindos said earlier this week that “T hope for sure that we will reach an agreement.”
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He spoke just after Bundesbank President Joachim Nagel broke with recent convention of keeping disagreements behind
closed doors to publicly set out strict terms intended to ensure the ECB steers clear of monetary financing. He had already
questioned the need to promise such a tool at an emergency meeting on June 15. The tone of his remarks suggested a
likely hard-fought battle will ensue before any final accord on a measure is reached. The prospect that such opposition
might water down the efficacy of any tool has been raised by economists, including those at Bloomberg Economics.

In an interview published Thursday, Bank of France Governor Francois Villeroy de Galhau sought to reassure that the
new measure will be large and nimble enough that it won’t actually need to be used. “It is probable that the existence
alone of this instrument allowing fast and massive intervention if needed is sufficient, without needing to activate
it,” Villeroy told Les Echos newspaper.

| bolded that last part because it's a startlingly ill-informed comment by Villeroy given the history of Hank Paulson’s
failed bazooka in 2008. If you were not trading back then, here’s why Villeroy’s comment is clueless.

21 Dumbest Moments in Business 2008

Paulson's 'bazooka' backfires

Actions speak louder than words, Mr.
Paulson. As shares of Fannie Mae and
Freddie Mac plunge in mid-July on
worries about their viability, Treasury
Secretary Henry Paulson assures
Congress that merely promising to give
the beleaguered mortgage lenders
access to Treasury funding would calm
market fears - at no cost to Uncle Sam.

"If you've got a squirt gun in your pocket,
you may have to take it out," Paulson
tells legislators. "If you've got a bazooka
and people know you've got it, you may
not have to take it out."

Congress delivers the bazooka, but investors aren't buying it. Two months later, Treasury takes
over both companies in a move that could cost taxpayers billions of dollars. -- By Colin Barr,
Fortune senior writer

There was a brief moment about a month ago where | was thinking maybe the ECB could surprise the market with its
antifragmentation tool because everyone is so skeptical. Butit’s hard not to be skeptical! After reading that Bloomberg
article, I would say... It's impossible not to be skeptical. The July 21 ECB meeting looms large.

EURUSD sentiment is raging bearish now, but | don’t think positioning matches sentiment. That is, it feels like everyone
is bearish, but people are running 25% of maximum short euro risk.

USDJPY

The USDJPY trade has exhausted my patience for now, for two reasons. 1) NFP tomorrow is a wildcard, and | don'’t
have a strong view on it. The market is long bonds and there is a risk bonds will get smoked if the number is strong. |
have no particular reason to expect strong NFP, | just don’t like the random event risk. 2) | am leaving for Canada
tomorrow to see family for the first time since pre-COVID. | will be off for a week and as such | don’t like the risk / reward
of short USDJPY through NFP, then over a week off. | prefer the EURJPY short, which | will leave on. It has less NFP
risk and seems like a better one to ride over next week as potential angst builds into the ECB meeting.

Final thoughts

good luck T be nimble
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Polaroid warns buyers not to 'shake it'

Wednesday, February 18, 2004

LONDON, England (Reuters) -- OutKast fans like to "shake it like a Polaroid
picture,” but the instant camera maker is warning consumers that taking the advice
of the hip-hop stars could ruin your snapshots.

OutKast's number one hit "Hey Ya" includes the "shake it" line as a reference to the
motion that amateur photographers use to help along the self-developing film.

But in the "answers" section on the Polaroid Web site, the company says that shaking
photos, which once helped them to dry, is not necessary since the modern version of
Polaroid film dries behind a clear plastic window.

The image "never touches air, so shaking or waving has no effect," the company said on
its site. "In fact, shaking or waving can actually damage the image. Rapid movement
during development can cause portions of the film to separate prematurely, or can cause
'blobs' in the picture.”

A Polaroid spokesman added: "Almost everybody does it, thinking that shaking
accelerates the development process, but if you shake it too vigorously you could distort
the image. A casual shake typically doesn't affect it."

Polaroid said its film should be laid on a flat surface and shielded from the wind, and that
users should avoid bending or twisting their pictures. Of course, "lay it on a flat surface
like a Polaroid picture,"” doesn't sound nearly as cool.
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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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