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The third quarter of 2017 represented a continuation of the themes that have persisted throughout 

the year, namely markets grinding higher and volatility continuing to plumb new lows. Not even 

the nuclear brinkmanship between the US and North Korea created more than a few short-lived 

tremors in equity markets.

In July, the Federal Reserve 

(the Fed), the European Central 

Bank (the ECB) and the Bank of 

Japan (the BoJ) all left interest 

rates on hold. However, both 

the Fed, which is beginning 

the process of trying to shrink 

its balance sheet and the ECB, 

which is hoping to reduce the 

rate of its purchases, are moving 

in the direction of reducing 

accommodation. US markets 

ground higher, while European 

markets drifted sideways, largely  

as a function of the strengthening 

euro. Trading in the month was 

sparse due to conditions and 

ended with a loss of around 0.8%.

August was the most active month 

in the quarter due to mounting 

US-North Korea tensions. There 

were a few sessions in the middle 

of the month where markets became more active and Kim Jong Un and Donald Trump traded 

insults.  However, this state of affairs didn’t last long as markets quickly became anesthetised to 

the rhetoric and instead focussed on the broadly strong economic data.  I traded more actively in 

the days around the flare-up of tensions without managing to capture a material move and was left 

frustrated as the short burst of volatility ebbed away.  I ended the month with a loss of around 1.8%. 

August was the most active month in the quarter due to 

mounting US-North Korea tensions.  There were a few sessions 

in the middle of the month where markets became more active 

and Kim Jong Un and Donald Trump traded insults. 
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Earlier in the year, September had been touted 

by many market commentators as a month 

that could prove unsettling for markets and 

there was a fair degree of option trades struck 

for a September expiry.  Perhaps partly due to 

this, we saw the lowest weekly, monthly and 

quarterly close in the VIX ever and the quietest 

September in history. These conditions have 

extended into the early part of October. We 

are reaching the limits of what is statistically 

possible, without the market ceasing to trade at 
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all, so modest have the recent intraday ranges 
been. The strategy made only one trade in the 
month.

I will write in more detail at the end of the 
year about the current market environment,  
the underlying causes and the prospects for a 
change in these conditions. Until then, the only 
course of action is to maintain the discipline to 
only take further risk when there is a reasonable 
degree of confidence that the opportunity for 
profit is at least commensurate with that risk.

Source: Bloomberg
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