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In my client post yesterday, I showed how the $USDJPY kept rising with JGB yields

and gold in a very, very strong fractal last year, especially into the end of 2025..

What I have also discussed and written about is how I believe this was obscuring a

stealth yen carry trade unwind (we can’t see) by converting yen into GOLD.

Ever since the new Japanese PM entered the scene, the yen has gapped lower and

stayed firmly suppressed.

At the same time, growth/tech equities in US have sold off - especially MAG7 &

software names.
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In the ‘past’, the OLD CARRY TRADE way is one of using yen to buy USD to buy NDX

(in its most simplistic terms).

Therefore, a fateful unwind meant the reverse of that trade: NDX>USD>YEN.

My MONEY GOES HOME theme.

Well, I believe the NEW CARRY TRADE is in fact: YEN MONETIZING GOLD.

The mechanics are simply: sell NDX stocks >USD > GOLD or locals just sell yen >

gold.

Either way, it is a very strong explanation for the weakness in US equities in tech and

strength in gold since September.

As I wrote earlier this week,

“the Japanese are tired of buying a currency that is not devaluing their lives

into prosperity and/or that Japanese capital no longer wants to hold junk

bonds when gold is being used by countries to settle trade outside of USD,

UST & Petrol-dollar (Oil)”

Now, I went done that path as a way to derive the macro event risks ahead which

could interrupt the precious metal run.
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But now, I want to jump into that big yen spike/USDJPY dump today!

Let me talk out this yen bounce & it’s very bullish-and-bearish implications on markets

moving forward.

[Warning: >90% of Equity, Bond & FX folks won’t see this until end of this year, so

consider this a placeholder, but don’t forget it. :0]

Walk with me.

1. Trump soured EU against US which spurred the de-dollarization sentiment & action.

2. Trump settles his dispute on Greenland & NATO, but trust is broken. Dollar dump

continues all week.

3. Yen is weakening more against the dollar than euro: $USDJPY $EURJPY

4. For those screamin “yen carry trade unwind - quick buy VIX & SPX puts”... please

note:

Dollar Is Now The Carry Risk
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This does not give me carry-trade vibes - at least in the traditional way.

Because there is a NEW Yen MONETIZATION Framework afoot.

5. Plus, it was like 2AM Sat in Japan. Not like BOJ yen intervention has to take place

during weekly office hours, but this hurts the local bond & yen vigilantes more than US

as the Japanese markets aren’t open & traders aren’t awake to react.:face_vomiting:

6. Regardless if its intervention, Japan is stuck. Besssent wants them to hike, so they

likely hike at some point. But not for ~6-9mos. Way too early ahead of Feb snap

elections & fiscal spending/cuts to pass through. It will be later in the year.

7. Until then, BOJ/MOF likely cap yields which will pressure yen. So, no carry trade

unwind, right? Or is the risk being transferred...

8. So, what about this: The AMERICA ALONE momentum (falling dollar) is actually

helping Japan and the US stock market & the metal run & the reshoring.

9. Yen pops today but it doesn’t convince me because of the above arguments.

Therefore, I think we could have choppiness in the short-term but weakness will likely

continue against USD for awhile until BOJ hikes. That’s market bullish, right?

10. Well, the tricky part to get right:

At what RATE OF CHANGE in either Yen weakness or USD weakness do markets

pick up speed to derisk... reprice in tail risk - as both are seen as “RISK-OFF”

currencies...

OR we stay the course and...

At what point does market realize the carry trade unwind isn’t so much the risk,

but its the lack of carry trade that is now the risk - transferred to the US dollar...
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It’s a combo deal of my MONEY GOES HOME: “Under The Surface” edition, meets

MONEY GOES HOME: Gold Edition … meets The US Dollar Is Now The Carry Risk

So what’s the trade...

Well, for starters, there is less impetus for upside in USDJPY... IF the USD keeps

falling!!

So THE REVERSE OF CARRY...

IS STILL A RISK...

BUT WE WON’T ‘SEE’ IT...

BECAUSE IT REALLY IS DIFFERENT THIS TIME.

Until the BOJ Hikes...

then Yen would strengthen & likely a lot...

but at a lower lower level of USDJPY...

so maybe ~151 - 148 - lower ...

before US markets are truly interrupted.

The Irony?

Weak Yen AND weak Dollar will trigger more inflation than is priced in...

which could lead to more not fewer rate hikes in Japan.

MONEY GOES HOME: GOLD edition


