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The aggregate USD net short position widened by USD6.7bn in the most recent CFTC report, with
the total net short position widening to USD86.5bn. As a result, the value of USD net shorts took
out their July 2023 level. The next key threshold for USD net shorts USD100bn from early 2021.

It is rather interesting that while the total USD net short position is quite wide, the USD index has
lingered near its post-Liberation Day lows though this is well above its early 2021 lows. We plot
the USD index on the last page. Note the performance of USD during the first half of 2025. USD
fell partly in response to the tariffs imposed on China, Mexico and Canada, and then after the
Liberation Day tariffpalooza.

Since then, however, USD has been treading water. As a result, USD's 50-dma and 200-dma are
pretty much right on top of one another.

Focusing again on USD net positions, note that the three month change in the value of USD net
shorts is USD81.2bn. With the total net short position at USD86.5bn, this means that USD net
shorts have accumulated significantly over the past few months.

Curiously, this means that the build up of the USD net short position even though USD itself has
been essentially flat.

That said, the evolution of USD net positions has been quite interesting since the start of 2025.
Coming into the year, markets were net long (speculators, real money and hedge funds).
However, sentiment soon turned more cautious as the US began to place tariffs on its closet
trading partners. Sentiment turned even more bearish after Liberation Day.

Negative sentiment eased as the Trump Administration's tariff policy became erratic, and as the
US economy proved resilient to the spike in trade policy uncertainty. Through the last few months,
bearish sentiment has returned.

There have been some interesting developments over this time period. First, real money accounts
have been persistently net short USD since early 2025, and those positions are currently at multi-
year highs. Meantime, speculators have had quite the ride. From very long USD in early 2025, to
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quite short USD in the wake of Liberation Day announcements, back to net long in November
2025, and now very net short once again. What is interesting is that speculative net shorts now
exceed those observed after Liberation Day, and this does not reflect any uncertainty after the
Supreme Court's decision to invalidate the IEEPA tariffs.

CAD net positions

CAD positions have been net long for the past two weeks. The net long position of USD3.8bn is the
largest since mid-August 2022. Real money and speculative accounts have moved from net short
to net long.

Speculative CAD positions have swung from net short 150,000 contracts to now being net long.
This unfolded as short CAD positions have been cut in half, while long positions have increased
markedly. Hence, a strong CAD bearish conviction in the market is evolving to a more positive
stance. Note that that this does, not yet, reflect a bullish CAD stance. Nonetheless, CAD sentiment
has definitively shifted.

The moves in CAD positioning are similar to, but not as aggressive as those for AUD. AUD positions
had been net short into late 2025, but they have now shifted to significantly net long. In no small
part due to the RBA raising its policy rate. Hence, as there is still an active debate on how many
times the Fed might cut its policy rate, we are looking at other central banks that are starting to,
or moving toward rate hikes.

No shift in CHF sentiment

Not all currencies are experiencing dramatic shifts in sentiment. In particular, CHF net shorts
remain extremely short, even though CHF has been on quite a run, moving to its lowest levels
since August 2011 in the wake of the downgrade of the US credit rating.
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Speculative positions

CAD: Speculative positions JPY: Speculative positions
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Real money and hedge fund positions Currencies
CAD: Real money positions Canadian dollar 50-dma
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Disclaimer

This report is provided by Watt Strategic Economic Advisors. It is provided for informational purposes only. Opinions, estimates and projections contained in this report are those of Watt Strategic
Economic Advisors as of the date of this report. Views expressed are subject to change without notice based on market and economic conditions, and outcomes might differ from projections. Though,
the information presented in this report has been drawn from sources considered to be reliable, there is no guarantee of accuracy. Watt Strategic Economic Advisors assumes no responsibility for
errors or omissions contained. This material does not constitute investment advice or investment recommendations and is not to be relied upon as such.
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