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Disclaimer
This presentation is for educational and discussion purposes only.  Nothing 
in this presentation is to be taken as investment advice, nor as any 
recommendation to buy or sell any security or investment property or product.  
Please consult with GFM or your own investment advisors 1-on-1 before 
making any investment decisions.  

GFM does NOT provide any tax or legal advice.  Tax strategies in this 
presentation are based on our experience and believed to be current, but 
please consult with your own tax advisor for tax advice specific to your 
situation.  GFM Group Limited is an SFC Type 9 Licensed Asset Management 
firm and is not affiliated with any exchange, brokerage firm, or custodian, 
including the co-presenters of this seminar.  GFM Asset Management LLC, an 
affiliated company, is a US SEC Registered Investment Advisor.

Investing involves risks, including the risk that you may lose some or all the 
money you invest.

GFM is not affiliated with Interactive Brokers LLC, nor with any other 
broker-dealer or exchange.  Viewpoints here are those of Tariq Dennison 
and not those of any other entity.
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About Tariq Dennison TEP
§ Independent Advisor Managing 

Accounts on the IBKR platform
§ US Advisor: GFM Asset Management LLC
§ HK Advisor: GFM Group Limited

§ In the market since 1998
§ Commerzbank (NY, London, Frankfurt)
§ Bear Stearns (NY)
§ J.P. Morgan (NY)
§ Canadian Imperial Bank of Commerce
§ Societe Generale (HK)

§ Masters in Financial Engineering
§ University of California at Berkeley

§ Lecturer at ESSEC Singapore
§ Fixed Income

§ Alternative Assets

§ “Neither Standard Nor Poor”
§ Author “Invest Outside the Box”

“I give this book to my sales, trading, and legal teams as a great foundation to build market and 
product knowledge” 
—Bill Bamber, Managing Director, Structured Investment Products, Canadian Imperial Bank of 
Commerce (CIBC)

“An excellent logical and explanatory guide to the assets and strategies available to investors 
globally” 
—Emanuel Derman, Columbia University

This book is a practical and concise guide to major asset classes, investment strategies, and 
foreign markets. For investors familiar with one “box” of investments, this book serves as 
a non-technical introduction to other “boxes” worth diversifying into, such as bonds, real 
estate, private equity, cryptocurrencies, and Chinese A-shares. Readers with no prior finance 
background will find this book an accessible entry point to investing. Written by a practitioner, 
this volume can serve as course material for introductory investing classes or as an on-the-job 
guidebook for professionals and practicing investors.    

Tariq Dennison is a Hong Kong based fund manager and pension advisor investing retirement 
accounts across global stock, bond, and alternatives markets. An American raised in Europe 
and a long-time resident in Asia, Tariq has a lifelong natural interest in interest rates, foreign 
currencies, and frontier and out-of-favor markets. He has worked at Accenture, Commerzbank, 
Bear Stearns, J.P. Morgan, CIBC, and Société Générale in San Francisco, New York, Toronto, 
London and Hong Kong, before starting GFM Asset Management in 2014. Tariq teaches fixed 
income and alternative investments at ESSEC Business School in Singapore, CFA Singapore, and 
the Hong Kong Society of Financial Analysts, and holds a Bachelor’s degree from Marquette 
University and a Master’s in Financial Engineering from the University of California at Berkeley’s 
Haas School of Business.
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The Yield Curve Inversion

• 2022 vs 1982
• Similarities
• Differences

• What the curve means
• Economy
• Mortgage rates
• Student loans

• Drivers of rates
• Why rates may fall
• Why rates may rise
• Steepening / flattening

• Micro yield futures

• Directional strategies

• Flatteners / steepeners

• “Big” bond futures & options

• Fed funds futures & options

Strategies To Consider
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2022 vs 1982:
Yield Curve 

Inversion & Why It 
Matters
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Similarities (explained here)

• Inflation surge
• Oil prices
• Gold flat or down

• Iran : Afghanistan
• Soviet Union : China
• Nuclear MAD1

• Carter : Biden

• Volker : Powell
• See Fed Funds Futures

1 Mutually Assured Destruction

• Demographics

• Debt levels

• Asset valuations
• Stocks
• Real estate

First, let’s look at how the 
yield curve has evolved…

Differences (graphed later)
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2-year vs 10-year US Treasury Yields, 1962-2022

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://fred.stlouisfed.org/
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Focus on the “2s10s” spread

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://fred.stlouisfed.org/
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5yr vs 30 year yields, in prep for the next slide…

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://fred.stlouisfed.org/
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Perhaps more important: Real yields highest since GFC
The math: 4.2% nominal minus 1.8% real implies 2.4% inflation 

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://fred.stlouisfed.org/
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HUGE difference between now vs then: Demographics

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://www.populationpyramid.net/united-states-of-america/1982/
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Key variable: Declining Working-Age Population

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://data.worldbank.org/indicator/SP.POP.1564.TO.ZS?locations=JP-CN-US
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Another big difference: much more debt now
Debt weighs down growth rates, limits government interest payment budget

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://fred.stlouisfed.org/
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7% mortgage rates vs 3x student debt burden
Two factors hitting American millennials, not Japanese ones

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://educationdata.org/student-loan-debt-statistics
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Debt vs Real Estate Valuations

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: http://www.econ.yale.edu/~shiller/data.htm
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Like Real Estate, Stocks Also Pricier Now Than Then
US CAPE ~26.5 and Europe ~18, vs ~9 in 1982

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://indices.cib.barclays/IM/21/en/indices/static/historic-cape.app
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What about gold? That’s more like 1982

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://www.measuringworth.com/datasets/gold/result.php
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What Drives 2Y Yields

• FED POLICY
• Exp1 hikes ! 2Y Yields
• Exp cuts " 2Y Yields

• Fed hikes when:
• Inflation worrying, AND
• Employment robust

• Fed cuts when employment 
is weak, and investment can 
stimulate

• Powell vs Volker?
1 Exp = Expected

• Longer-term nominal growth 
expectations

• Demographics – Older 
populations mean:
• More pension assets
• Less demand to borrow
• Slower growth
• Resistance to inflation

• Compare US vs Japan

What Drives 10-30Y Yields
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Demographics may cap rate rises?

Source: https://www.bogleheads.org/forum/viewtopic.php?t=158040

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.
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Actionable 
Strategies

To Consider
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All of today’s futures, at a glance

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: IBKR TWS, 2 Nov 2022 11:45am CET
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Part 1: Micro Yield 
Futures
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10Y Micro Yield Futures, Specs and Chart

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: IBKR TWS, 2 Nov 2022 11:45am CET
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Quick recap: how micro yield futures trades work

Buy 1 Contract
@4.000

Deposit
$2,000
Margin

Price settles up 
to 4.200

+$200
P&L Settlement

$2,200
Margin 
Balance

$1,800
Margin 
Balance

Price settles 
down to 3.800

-$400
P&L Settlement

Any stock, options or futures symbols 
displayed are for illustrative purposes only and 
are not intended to portray recommendations.
There is a substantial risk of loss in trading 
futures and options. Past performance is not 
indicative of future results.
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Sell these futures to profit from falling rates

SELL 1 
Contract
$4.000

Deposit
$2,000
Margin

Price settles up 
to 4.200

-$200
P&L Settlement

$1,800
Margin 
Balance

$2,200
Margin 
Balance

Price settles 
down to 3.800

+$400
P&L Settlement

1 Micro EURO STOXX 50, €1 per point

Any stock, options or futures symbols 
displayed are for illustrative purposes only and 
are not intended to portray recommendations.
There is a substantial risk of loss in trading 
futures and options. Past performance is not 
indicative of future results.
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Source: Author’s calculation

Sample “steepener”: Buy 1x 10Y, Sell 1x 2YY
This trade expects the inversion to reverse, whether overall yields rise or fall

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results. Multiple leg 
strategies, including spreads, will incur multiple transaction costs.
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Part 2: ”Bigger” 
Bond Futures & 

Options
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Specs and chart of ZN, the 10-year note future

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: IBKR TWS, 2 Nov 2022 11:45am CET
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The size of these contracts, in perspective

Buy 1 Contract
@110’240

(yield ~4.2%)

Deposit
$20,000
Margin

Price settles up 
to 117’080

(yield ~3.2%)

+$6,500
P&L Settlement

$26,500
Margin 
Balance

$14,000
Margin 
Balance

Price settles 
down to 104’24
(yield ~5.2%)

-$12,500
P&L Settlement

Any stock, options or futures symbols 
displayed are for illustrative purposes only and 
are not intended to portray recommendations.
There is a substantial risk of loss in trading 
futures and options. Past performance is not 
indicative of future results.
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Micro Yield Futures

• $1,000 per point of yield

• Small and simple
• Steepeners / flatteners use 

equal # contracts

• Cash settled

• Easier curve trades

• No options

• $1,0001 x bond price
• Must consider duration 

• Big and liquid
• Steepeners / flatteners must be 

duration-weighted

• Physically settled / CTD2

• Easy to hedge physical bonds

• Options available

1 $2,000 for 2 year note futures
2 CTD = Cheapest to deliver

Bond Futures
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About those ZN futures options, a sample chain:

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: IBKR TWS, 2 Nov 2022 11:45am CET
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Part 3: Fed Funds 
Futures & Options
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Fed Funds Futures: Fueling the “FedWatch” Tool

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: https://www.cmegroup.com/markets/interest-rates/cme-fedwatch-tool.html?redirect=/trading/interest-rates/countdown-to-fomc.html, 2 Nov 2022 12:55am CET
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Specs and chart of ZN, the 10-year note future

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Source: IBKR TWS, 2 Nov 2022 11:45am CET

Why $4,167 per point?

That’s 1 percentage point = $50,000 per year

Implied ”notional” = $5,000,000
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Sample Fed Funds Futures P&L

Buy 1 Contract
@96.20

(Rate = 3.8%)

Deposit
$10,000
Margin

Price settles up 
to 96.70

(Rate = 3.3%)

$12,083.50
Margin 
Balance

+$2,083.50
P&L Settlement

$7,916.50
Margin 
Balance

Price settles 
down to 95.70
(Rate = 4.3%)

-$4,167
P&L Settlement

Any stock, options or futures symbols 
displayed are for illustrative purposes only and 
are not intended to portray recommendations.
There is a substantial risk of loss in trading 
futures and options. Past performance is not 
indicative of future results.
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Micro Yield Futures

• $1,000 per point of yield

• Quoted in yield terms

• Better for trading the 
“curve”, e.g. 2s-10s

• No options

• 2YY vs Fed Funds is an 
interesting spread to 
watch, short-end

• $4,167 per point of “yield”

• Quoted in 100 – rate terms

• Better for trading “binary” 
Fed policy decisions (e.g. 
50 vs 75 bp hike or cut)

• Options available

Fed Funds Futures
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Forming your yield curve strategy

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations.
There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

• Do you have a view on the absolute direction of rates?
• Sustained inflation to drive rates higher, or
• Aging demographics to weigh rates down?

• Do you have a view on the curve inversion?
• Aggressive Fed to continue raising short end, raising recession risks, or
• Stagflation scenario with near-term recession vs higher long-term inflation?

• Best tool for the job?
• Small & simple view on yields or curve à Micro Yield futures
• Sizeable trade referencing bond prices à Bond futures or options
• Near term expectations of Fed policy rate à Fed Funds futures or options
• View on Fed Funds vs the curve à Fed Funds – Micro Yield spread
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