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Where to from here

A three-handed view

Current Views

Short EURJPY @ 184.80
Stop loss 186.37

09SEP USDCNH call spread

6.7300/6.7400 for 42 CNH pips
Risking 42 to make 58 off 6.7430 spot

10SEP CHFJPY put spread
199/196 for ~37bps off 200.50 spot

“my roommate purchased a
smartphone-sized slab  of
obsidian and has been holding
it instead of her phone to
reduce screentime.”

| have no idea whether this is
useful (she’s holding a cigarette
in the other hand, so maybe
not a complete victory over
addiction yet!), but ...

Obsidian is the coolest rock—
so there's that.

DebaSel’nent

The market was asleep and has now woken up. The debasement trade peaked
between October 2025 (bitcoin) and January 2026 (silver, gold, and USD) as the
market went into a full bubble, twice, in a panic over the end of the USD. That story
ended with a bang as silver and bitcoin lost half their value in a few months and
were both left for dead.

Now, a potentially unforced error by the U.S. Treasury has jolted confidence and
triggered the raging return of the debasement trade. The vol-of-vol in bitcoin is off
the charts and gold and silver are lurching higher after months of bottom building.

00

" dabasement” - story Count: Al Gold and silver peak and USD low

Number of Bloomberg stories
containing the word "debasement”

Bitcoin peak baso

2019 ‘ 2020 | 2021 | 2022 ‘ 2023 ‘ 2024 ‘ 2025 ‘ 2026

While my first reaction to the Bessent announcement was that it's a big deal and so
| bought bitcoin and sold USDCHF... | am having second thoughts at this point.
Instead of committing to a single view, | am going to lay out the scenarios and keep
an open mind. The period into and after Labor Day tends to be one where hedge
funds and real money come back from holiday and pile in to a shortlist of the sexiest
themes. Will “the return of the debasement trade” be one of them?

Scenario 1: The market is correct to latch onto this move by Bessent as a moment
where the government blinked and revealed a preference to cap yields. This
scenario does not require a ton of explanation because you can simply extrapolate
from the recent moves. USD down, EM stronger, gold up, silver up, crypto higher.
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In this scenario, fixed income shorts pay tons of negative carry and get no love as every major probe lower in
bonds is volleyed back by government headlines. 10-year yields are right at the top of the range that has
dominated since 2023, and it is not crazy to think that Bessent's nudge buys a bit of time for bonds to find a
bottom. Slower Al capex growth and coming fiscal drag combine with low population and job growth and rising
mortgage rates keep the Fed on hold and yields roll over organically.

Scenario 2:The boring scenario: the announcementis | )2 Tessry olrs ozl 7ot sbenss e e
irrelevant. Bessent sharply criticized Yellen for |....

precisely this type of active treasury management in ]

2024, saying she was simply trying to bolster the | ——
economy ahead of the 2024 election. In a choice that
must be a troll of sorts, the end date for the new
operation is the day after midterms. The point |
here, in scenario 2, is that the US Treasury signaling it
will backstop the long end is not really news, and it is
hardly surprising. And the amounts are tiny. So if the | szom
signal is just policy continuation, and the flow is de .
minimis: What are we getting so excited about? ot = @ >

$80bn

$40bn

Graphic is from the FT via Pierre N.

In this scenario, we quickly move on from this week’s cacophony, and the USD and U.S. bonds go back to
listening to macro and economic signals, not structural policy bias. Financial repression and fiscal dominance
are nothing new and they are always lurking in the background as excuses to be short USD and long gold and
long bitcoin. But much like the way Al capex issuance is bearish bonds—but barely tradable on any time
horizon—the structural debasement / fiscal dominance themes are great for buy-and-holders and podcasters
and bloggers, but much more difficult for anyone with a time horizon under three years.

Long story short on scenario 2: Bessent's actions reinforce structural themes, but those themes are not new
and there is no proximate catalyst to trigger the next leg of the debasement trade. The bitcoin shorts have been
obliterated, the gold longs are fully loaded again, and we already knew the U.S. Treasury gets itchy every time
yields make a new high. Trade the cyclical stories and keep the structural story in the back of your mind.

Scenario 3: Bessent has made an important tactical error and opened a can of worms by attempting to draw a
line in the sand. Sure, bonds were selling off, but Bessent has poked the bears here by claiming that yields are
out of equilibrium and big government knows best. He has created a situation where some cohort of traders
are buying ahead of an implicit backstop while others are skeptical and waiting for any sign of weakness to pile
on. If U.S. 10-year yields take out 4.75% (pre-Bessent high) and scoot towards 5.02% (the 2023 high), the
administration will need to three-bet the market's raise.

Either way, bond market volatility picks up and term premium expands as rising uncertainty over Treasury and
Fed policy spooks investors. The Fed is saying one thing “let market signals reign!” while the Treasury is saying
the opposite “market signals are not to be trusted and are currently out of equilibrium”. This lack of policy
coherence, along with random policy shocks from war and tariffs, could lead to higher yields. First do no harm,
they say. Maybe Bessent would have been better off leaving things alone.
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Scenario 3 will see some unhinged days like we witnessed in 2022/2023. Days where yields make new highs and
bond market vol is high and stocks swoon and financial conditions tighten. And this could all be happening in
the context of an economic soft patch as fiscal drag begins and Al Capex growth peaks. Not ideal.

My best guess is that the three scenario probabilities are something like: 20% 50% 30%. That is, | think there is
a very strong chance that these epic moves in the USD and gold and bitcoin will cool substantially from here
and if you were long bitcoin at 64500, you are better off taking profit at 77k, not doubling down. Not to mention
the fact that part of the rally in crypto was driven by statements from a White House that will completely lose
interest in HYPE, BTC, and CLARITY in a day or two. We have seen this “Government Pumps the Coins” movie a
few times. | find it extremely hard to believe that the president truly cares (for example) whether HYPE is
onboarded in the United States, or the CME and NYSE prevail. Words and actions are not correlated.

| realize that laying out three scenarios is less fun than presenting one strong view. But | don't have a strong
view right now. All three scenarios seem reasonable to me. The market loves a structural USD bear and
debasement story, and has attacked it with rabid fervor here again, but structural stories are only really tradable
when the cyclical story aligns. Fed on hold and eventually cutting rates, a Q4 soft patch, and debasement fever
is probably a pretty reasonable outlook. But at these prices, | would rather wait and see for a bit.

Calendar

The calendar remains a tad thin next week, and it feels to me like the market has spent a decent amount of
mental and real capital on this week’s news. That leads me to believe that we will get a quiet week next week as
Core PCE is unlikely to surprise and Fed policy has lost a bit of relevance as it's really movements in 10s and 30s
that matter right now. Note the Jackson Hole program is expected at 20:00 on Thursday night. Sometimes there
are clues in there as to whether or not the speeches will be relevant to markets.

WEEK OF AUGUST 24-28, 2026 | All times New York / ET

MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY
24 25 26 27 28
Before NY
Germany IFO 4:00 Norway Jobs 2:30
open
US Core PCE Corporate Month End
Canada GDP 8:30
8:30 (buy USD)
NY AM US Consumer
Confidence 10:00 Powell at Jackson
SNB Martin 11:15 | USJobless Claims 8:30
Hole 10:00
US 2-Year Auction US 5-Year Auction US 7.y Auction 13:01
NY PM 13:01 13:01 srearAuction 1=
INTU ZM NVDA CRWD CEM IREN MRVL RBRK
Tokyo CPI 19:30
. AU RBA Minutes
Asia 21:30 AU CPI 21:30 Jackson Hole Program
’ Released 20:00
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Final Thoughts
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Monitoring the debasement trade. Watch these three levels as potential debasement trade pivots.
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A note on politics: | realize | am sounding a bit more political than usual today. It's hard to talk about markets
without touching on politics these days because the government is often the biggest driver of day-to-day price
action. Given the government’s heavy hand in markets, one is forced to make a call on subjects like “is Bessent
credible?” and “will the most recent government policy shock impact security XYZ?" We all wish to go to a
sporting event and watch the players play and have the referee operate quietly and professionally, unnoticed
in the background. That is not the game today. | am doing my best to forecast markets in the current context.

Apologies to the Robbie Fowler fans out there; | did y'all a great disservice in yesterday's fact of the day.

ZROZ have their biggest volume day on record, the day before a bullish government announcement. You can
choose to be surprised, or not surprised.

This article from The Economist is nothing mind-blowing, but it's a useful explanation of how Al writing evolves
and so the old ways of spotting Al—em dashes, for example—don't work anymore because the models evolve
and the model-makers weed out the overly obvious Al writing signatures.

good luck 1l be nimble


https://www.economist.com/culture/2026/07/30/how-to-spot-ai-writing
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“roommate purchased a smartphone-sized slab of obsidian and has been holding it
instead of her phone to reduce screentime.”

Obsidian is an extrusive igneous rock, though it is specifically a natural volcanic glass.
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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, Inc., a swap execution facility
that is registered 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 spectrafx dotcom.



