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Nerf made a brain 
product in 1995 

 

 
 
 
 

 

 
 

 

Current Views 
 

 

Short USDJPY @ 136.11 
Stop loss 137.15 

Take profit 133.15 
 

 

    

  

 

 
 
 
 

Hyperspeed 
 

Welcome to the hyperspeed boom/bust economy… Brought to you by the letters M, M 
and T1. The hangover from the 2021 disruptors, web3, and stimmies bubble is starting 
to pound on the US economy’s frontal lobe as the data rolls over, post sugar-rush. 
 
Today’s ISM number is unambiguously weak despite an OK headline. The headline 
doesn’t matter, the new orders and employment subcomponents are much more 
important and they are both weak. Here are new orders and employment back to 2000. 
New orders is the best series to watch because it’s timely and it’s leading. 
 
ISM New Orders, 2000 to now 
 

 
 
ISM Employment, 2000 to now 
 

 
 

 
1 And COVID too, of course. 

Friday, July 01, 2022 

http://bdonnelly@spectrafx.com
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https://www.youtube.com/watch?v=lDK9QqIzhwk
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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While the levels are not yet recessionary, the direction of travel is ominous and there is plenty of other data to suggest 
that the direction will continue to be lower for both series. Atlanta Fed GDPNow down to -0.7. 
 
We thought the Inflationary boom in 2021 was turning into a stagflationary bust. The odds of disinflationary bus are 
rising. Commodities have dropped significantly, trucking, shipping and almost all the culprits on the supply side are 
improving (albeit gradually, and semiconductors, not so much). The lagged impact of the moonshot in housing prices 
will impact CPI (↑) for a long time but on the ground things are turning meaningfully in the worst-offending housing 
bubbles (Canada and NZ) as everyone around the world faces this once in a lifetime shock to mortgage rates2: 
 
6-month change in US 30-year mortgage rate, 1999 to now  
 

 
 

Bad news is not good news 

 
Bad economic news is NOT good news for stocks when the Fed isn't even at neutral yet. Way too early to try that trade. 
Wayyyy too early. This is especially true as Fed watches CPI and PCE which are super laggy. CPI and OER lag the 
real world by up to 18 months at times. Relief from the Fed is not imminent. 
 
Despite the hyperspeed economy, this will not be a quick flip flop on policy like 2018 into 2019. The Fed will keep hiking 
into weakness because: 
 

• They are still below neutral and CPI is wildly above target. 

• Government institutions always focus on fighting the last war and CYA strategies and both of those point to 
stickier policy considerations from here, not reactive easing. Inflation is a huge political issue and Americans 
are angry about it. Nobody wants a rate cut except S&P longs. And unlike the prior admin, this one doesn’t 
trumpet S&P rallies as an affirmation of Presidential skill. 

• The Fed reacted in real time to a single CPI print by hiking 75bps after saying 75bps was not on the table 42 
days earlier. This means they are focused on a data series that lags the real economy. They are focused on 
the wrong data, and this means policy will stay tight right into what many see as an inevitable recession. 

 
Sticky Fed + growth slowing quickly = not good for earnings. We repriced stocks based on the higher discount rate and 
now we are probably going to do another leg on earnings. Micron’s warning last night, for example. Eeek. 

 
2 Or twice-in-a-lifetime if you’re my Mom, who got a 20% mortgage at the peak of the Calgary oil boom in 1980! PS she’s fine, you don’t have to 
feel bad for her. 



  

  

 

 
 

SPECTRA MARKETS: LOOK FORWARD 

 
3 

 
 

Speaking of bad news 

 
This came out a few days ago but in case you missed it. Spanish PPI. Imagine if they were not in the euro, their currency 
would be cratering, and this number would be even higher. Looney toons. Note this chart goes back to 1976, long before 
the euro. 
 
Just to give you an idea of how completely unhinged central bank policy has become…. ECB rates are below zero and 
they intend to hike 25 basis points in July. And they were (rightly) worried about the negative impact of that 25 bps hike 
in the face of 8% inflation and thus pre-announced it a month early to soften the blow. 
 
What are we doing here? 
 

Spain PPI, 1976 to now 
 

 
 

Watching the Watchmen 

 

Speaking of “what are we doing here” … I try to be an optimist but these kind of people make it hard. 
 

 
 

Final thoughts 

 

I hired a person to work with me here at Spectra Markets! His name is Justin Ross, and I am excited. He’s the epitome 
of the humble and hungry work culture that I value. I will tell you more next week. Happy Canada Day to all those who 
celebrate. Canada Day is like 4th of July in the USA, but only red and white, no blue. 

 
 
 

good luck ⇅ be nimble  
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Won’t hurt babies or old people!! 
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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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