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The key themes shaping my outlook weren’t aligned with what we were seeing in price action 
through the month December. When this happens, the best form of action to take, is that of less 
action. While I’m not happy with a near 3% loss in the month, having been wrong on market 
themes over the past two months, it was a drawdown that I can live with and (more importantly) 
get past. We had some larger moves through the holiday season, most notably a much weaker 
USD that was part of the poor performance on the month.  
 
We had two positions roll off the board that came into the month with very little value. Both the 
remaining EUR puts and the oil puts expired out of the money. These positions were not a big 
difference maker for the month of December as the majority of the value was lost in November 
and they came into the month with very little value. 
 
We held our short 10yr note position through 
the entire month, although it closed the 
month at the exact same value we started 
the month at (blue dots on chart to the right), 
attributing no change to monthly 
performance. We are trying to stay with this 
position while also making sure to keep some 
of the achieved gains. It is one of my key 
themes that rates are likely going to be 
heading higher through the start of the 2018, 
and may move abruptly higher given global 
influences and the multi-decade technical 
picture. In the US I see upward rate pressure from a strong employment picture, tax cuts, Fed 
balance sheet trimming and the Fed looking to normalize rates. If we are to see wage pressures 
and other forms of inflation, rates could possibly be much higher5.QUICKLY! In Europe, the 
economic picture continues to heat up, especially in Germany and the ECB is pulling €30 billion 
worth of bids from the bond market with the possibility of more withdrawn later in the year. The 
economic picture also seems to be turning in Japan and the “controlled” yields are starting to pick 
up and may apply some pressure to the current BoJ policy. Rates are continuing to move higher 
in China as well. It was one thing when rates were trying to rise in the US alone, however when 
rates are rising globally in concert, the odds of that move continuing are much higher. 
 
The losses realized through December came from two different attempts to be short the 
Canadian dollar. Through the month CAD spent a large portion of the time hovering above the 
77.50 cent support level (red line on chart, next page). With the view that Canada faced many 
obstacles going forward related to widening interest rate differentials, uncertainty around NAFTA 
negotiations, upcoming mortgage rule changes, widening oil discounts and a central bank that 
seemed to be on pause, it was my view that the support level was going to be taken out. The first 
trade attempt was after the Fed raised rates and put out what I viewed to be a fairly hawkish 
statement. CAD had rallied sharply at the start of the 
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month from the November employment 
report but had quickly given back the gains 
which I took as an indication of weakness. 
The position quickly hit risk control levels and 
was stopped out the next day as Stephen 
Poloz made remarks while giving a 
scheduled speech about the Canadian 
economy being at a “sweet spot” in the 
economic cycle and that companies were 
running flat out. This caused a sharp rally, 
but again CAD wasn’t able to sustain higher 
prices, again dropping back down to the 
previous support levels. With the thesis still 
intact that CAD would likely take out the 77.50 cent support level and move lower the next 
bounce was used to enter a limited risk trade looking for CAD to break down through that support 
level. However through the holiday season the USD weakened dramatically which pushed CAD 
higher, and by month end the position was too far offside to become profitable.  
 
While my current themes aren’t in sync with market price action I will continue to trade cautiously, 
even though continually taking little hits never feels good, it is important to protect your capital 
and keep volatility at a reasonable level. We have risk controls in place so that no single trade 
idea causes a setback too large, as we want to try and stick with the trades that work for us and 
boot the ones that aren’t.  
 
 
 
Until next month,  
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PI Financial Corp. is a Member of the Canadian Investor Protection Fund. The risk of loss in trading commodity interests can be substantial. You should 
therefore carefully consider whether such trading is suitable for you in light of your financial condition. In considering whether to trade or the authorize 
someone else to trade for you, you should be aware of the following. If you purchase a commodity option you may sustain a total loss of the premium 
and of all transaction costs. If you purchase or sell a commodity futures contract or sell a commodity option  or engage in off-exchange foreign currency 
trading you may sustain a total loss of the initial margin funds or security deposit and any additional fund that you deposit with your broker to establish or 
maintain your position.  You may be called upon by your broker to deposit a substantial amount of additional margin funds, on short notice, in order to 
maintain your position.  If you do not provide the requested funds within the prescribe time, your position may be liquidated at a loss, and you will be 
liable for any resulting deficit in your account. Under certain market conditions, you may find it difficult to impossible to liquidate a position. This is 
intended for distribution in those jurisdictions where PI Financial Corp. is registered as an advisor or a dealer in securities and/or futures and options. 
Any distribution or dissemination of this in any other jurisdiction is strictly prohibited. Past performance is not necessarily indicative of future results 


