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Current Views 
 

 
 

Short GBPUSD @ 1.2230 
Stop 1.2361 

 
 

1-month 0.99 EURUSD 
digital put at 18% 

Spot ref. 1.0210 
Expires August 18 

 

 

    

  

 

 
 
 
 
 

Overshoot and reboot 
 

Kind of a confusing set up now right here as the market looks to have overshot in rates 
and USDJPY. Now, the Fed is pushing back against the Powell Pivot, but the market 
kind of doesn’t know what to believe. My view is that we are now probably in a sort of 
equilibrium where recessionistas are no longer willing to press their bets, people added 
to bond longs and flatteners at bad levels, and (once again) the data will matter much 
more than Fed speak. Time for a thematic reboot and an open mind. 
 
Payrolls will be important but it’s really the package of NFP + CPI (05AUG and 10AUG) 
that will determine the fate of the known universe at this point. That is, trading NFP in 
isolation will be tricky as it comes out Friday and CPI is the Wednesday right after. 
 
The USDJPY move down to 130.50 looks like a false break now with yields recovering 
aggressively. The chart now looks like this: 
 

USDJPY Daily, February to now 
 

 
 
I would think USDJPY equilibrium now is 132/136 with a bias to buy dips in USDJPY until 
we get new information on the US economy. The move down and up in yields and 
USDJPY both look like climactic blowoffs to me and the velocity of the rip in yields makes 
me think that at this point too many people are bullish bonds. 
 
Stocks are proving resilient despite the rebound in yields and that has most of my peers 
thinking “bad news, good price.” While I am generally a fan of bad news / good price 
setups in short-term trading, I’m more suspect of using SPX price action that way. I find 
stocks are just very often slow to adjust to new information for a variety of reasons 
including persistent, non-price-sensitive index inflows that keep things buoyed for much 
longer than one might expect. Then, when the flow stops, whoosh. 
 
In related news, this paper takes a similar view as it concludes that recessionary macro 
information is often known months before stocks react. It’s never easy being bearish 
stocks and right now is no exception. But “stocks look bid” isn’t a good reason to be long, 
I don’t think, especially as the oversold and raging bearish conditions have been relieved. 

 

Wednesday, August 03, 2022 

mailto:bdonnelly@spectramarkets.com
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3671346
https://www.wsj.com/articles/biden-weighs-choice-of-jerome-powell-or-lael-brainard-as-fed-chair-11636972201
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Trades and views 

 
 

My attempt to join the CHF party has failed as Pelosi is a red herring to this point and last night’s CPI figures out of 
Switzerland didn’t do much to stir the pot. The EURCHF short is stopped out. The GBPUSD short is doing fine. Bank of 
England tomorrow and I think there is a good chance that meeting is a reminder to the market that nothing has changed 
in the UK and the story is still bearish. The first target is 1.2000 but I would not be surprised if we make new cycle lows 
(sub-1.18) by the end of August. 
 

Canadian vs. US data lags 

 
 

I wrote about the lag between reality and economic data releases a few times over the past few weeks and I was curious 
whether Canadian data lags more than US data. Justin beat the economic data into submission and produced this chart: 
 

US and Canadian economic data average release lag vs. last day of reference period 
 

 
 
The Canadian data are a bit more lagged than the US, with Canada Retail Sales particularly chelonian. 

 

Final Thoughts 

 
 

I am driving to Northern Maine tomorrow to attend Camp 
Kotok. Full description of Camp Kotok, plus my notes from 
2021 here. 
 
The gathering is usually a highlight of my professional year, 
and it helps me deliver a better product to you because I meet 
so many interesting, smart, and sometimes influential peeps 
up there. Also, I like poker and we tend to play a lot. 
 
I’ll try to get some video clips of strong views from some of the 
most interesting people in attendance. I will put them on my 
Twitter and link them in am/FX. 
 
Release times for am/FX tomorrow, Friday and Monday could 
be all over the place.  
 
Have an electric day.  
 
 
 

 

good luck ⇅ be nimble  

https://medium.com/@mbrentdonnelly/notes-from-camp-kotok-2021-ec6439172b16
https://medium.com/@mbrentdonnelly/notes-from-camp-kotok-2021-ec6439172b16
https://twitter.com/donnelly_brent
https://twitter.com/donnelly_brent
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HT: Gittles 

 
https://twitter.com/TerribleMaps/status/907221054342483968 
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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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