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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

§ Focus on US-Asia corridor
§ 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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Inflation: Past, Present, Future

• What is inflation?

• What causes (and 
sustains) inflation?

• How does inflation affect 
different markets?

• Past and projected 
economic growth

• Inflation & Interest Rates

• Micro Treasury Strategies

• Inflation & Commodities

• Micro Crude Oil

Trading Strategies
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What is 
inflation?
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One example: Price of a cup of coffee

Source: https://www.investopedia.com/terms/i/inflation.asp

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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Cost of a cup has risen much faster and more steadily 
than raw coffee prices, but that’s another webinar…

Source: Koyfin

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: https://twitter.com/RonStoeferle/status/1100073079999483905?s=20&t=k7uufO8UFfH66CTiybb2xQ

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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US 1-year Inflation Hits Highest Rate in 40 Years

Source: https://fred.stlouisfed.org/series/CPIAUCSL#0

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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Some, but not most, of that, is due to food & energy

Source: https://www.bls.gov/news.release/pdf/cpi.pdf

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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Because volatile food & energy only ~20% of CPI

Source: https://www.bls.gov/opub/ted/2022/consumer-prices-up-7-5-percent-over-year-ended-january-2022.htm

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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Milton Friedman quote: 

Inflation is always and 
everywhere a monetary

phenomenon
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M1 Money Supply Has Spiked, But Long-Term…

Source: https://fred.stlouisfed.org/series/M1SL#0

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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High inflation historically meant high rates, but now?

Source: https://fred.stlouisfed.org/series/DGS10

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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One big difference: populations are older now

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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Key metric to watch: Real (ex-inflation) yields

Source: https://fred.stlouisfed.org/series/DFII10

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.



© 2022 GFM Group 17

For now, the inflation bond market says “transitory”…

Source: https://fred.stlouisfed.org/series/T10YIE

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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Expected Fed hikes have flattened the curve

Source: https://fred.stlouisfed.org/series/T10Y2Y

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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Strategies with 
Micro Treasury 

Futures
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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 isn’t 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



© 2022 GFM Group 21

Introducing Micro Yield Futures
Note: These are VERY different from the bigger treasury futures

Source: https://www.cmegroup.com/markets/products.html#assetClass=sg-39&sortAsc=true&sortField=name

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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What Micro 10yr Yield Futures Quotes Look Like

Source: https://www.cmegroup.com/markets/interest-rates/us-treasury/micro-10-year-yield.quotes.html
24 Feb 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.
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Right Click > Financial Instrument Info > Description

Source: Interactive Brokers, 22 Feb 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.
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Sample Micro 2-Year Yield Futures Trade

Source: Interactive Brokers, 22 Feb 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.
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How a 2Y Yield Cash-Settled Futures Trade Works

Buy 1 Contract
(US$1,000x1) 

@1.500

Deposit
$1,500
Margin

Price settles up 
to 1.600

+$100
P&L Settlement

$1,600
Margin 
Balance

$1,400
Margin 
Balance

Price settles 
down to 1.400

-$200
P&L Settlement

1 This means US$1,000 per whole point of yield
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Outright Yield Trade

• Need to be right about 
direction, means having a 
view on absolute:
• Inflation
• Economic growth, 

and/or
• Fed policy

• Experienced bond & bond 
futures traders will find 
micro yield trading notably 
different 

• Example: Micro 2Y vs 10Y 
Yield spread trade on 
flattening or steepening

• P&L precise on basis 
point moves in the spread, 
no need to “duration 
match”

• Leverage means even 
small errors can wipe you 
out.

Spread Trade
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Sample P&L of buy 1x 2YY @1.5, sell 1x 10YY @1.9

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.



© 2022 GFM Group 28

Strategies with 
Micro Crude 
Oil Futures
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Micro WTI vs “big” contract volume…

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/products.html#assetClass=sg-10&sortAsc&sortField=vol, 24 Feb 2022
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• WTI = “West Texas Intermediate”

• WTI is a “light, sweet” crude oil standard
• Light = Low in density and viscosity, smooth flow at 

room temp
• Sweet = Low sulfur content, 0.5% by weight
• Oil sands produce “heavy, sour” crude, valued at a 

discount to WTI

• WTI is also a North American standard
• Physical delivery priced to Cushing, Oklahoma
• Often compared to “Brent Crude”, delivered at 

Sullom Voe, an island between Scotland and 
Norway

What is WTI?
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Why Cushing’s Location Matters…

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.businessinsider.com/cushing-oklahoma-is-the-center-of-the-oil-universe-2016-3?r=US&IR=T
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Oil’s impact is on FAR more than energy

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.iogp.org/oil-in-everyday-life/
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“Big” Oil Futures

• 1,000 barrels/contract

• Physically deliverable

• Deliverable any time in 
delivery month, so 
financial traders get out 
the month before contract 
expiry

• 100 barrels/contract

• Financially settled, based 
on prices of the big 
contract

• Settlement price 
automatically calculated 
“4 business days prior to 
the 25th calendar day of 
the month prior to the 
contract month“

Micro Crude Oil Futures
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Right Click > Financial Instrument Info > Description

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: Interactive Brokers, 22 Feb 2022
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Sample Micro WTI Trade

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: Interactive Brokers, 22 Feb 2022
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How This Cash-Settled Futures Trade Works

Sell 1 Contract
(US$100x) 

@93

Deposit
$2,000
Margin

Price settles up 
to 98

-$500
P&L Settlement

$1,500
Margin 
Balance

$2,500
Margin 
Balance

Price settles 
down to 88

+$1,000
P&L Settlement
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A few words on “roll yield”

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/energy/crude-oil/micro-wti-crude-oil.quotes.html
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Can also look at the “roll yield curve” on ”big” WTI

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/energy/crude-oil/light-sweet-crude.quotes.html



© 2022 GFM Group 39

Example of “roll yield” over the past decade

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: Koyfin
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Some Historic CL Curve Snapshots

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: Bloomberg
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Outright Micro WTI

• Directional view on oil 
prices at a specific 
delivery date

• Need to consider roll 
yields for positions 
beyond contract expiry

• Exposure to changes in 
the oil curve, not the 
absolute level of oil 
prices

• Like 2Y-10Y, front end is 
more event driven, back 
end more tied to long-
term fundamentals

(Calendar) Spread Trade

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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