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HOT OFF THE PRESS! 
A way to trade the US elections 
 

 

A US election “special”… The long talked-about and heated US elections are finally 1 day ahead of us. 

Much has been written about it and even though the race seemed relatively clear a few weeks ago the 

odds have changed recently and it seems much less clear who is going to start at the White House in 

January 2017. It feels a bit like a Brexit type event now, with Clinton and Trump neck-on-neck. 

Nevertheless I think Clinton will make it. In this case the trade I like is to be: 

 

Long Mexican Peso versus the US Dollar 

Enter into a bullish Mexican Peso trade versus the US Dollar via Putspread on the USD (otc or warrant, 

both feasible). 

 

Long Strike: 18.75 MXN per 1 USD 

Short Strike: 18.00 MXN per 1 USD 

Indicative Price: 1.25% USD notional (i.e. 12’500 USD for 1mio USD exposure) 

Spot reference: 19.35 MXN per 1 USD  (as of 3 November 2016) 

Maturity: 3 months 

 

The above Putspread allows you to participate in an increase of the value of the Mexican Peso (MXN) 

versus the US Dollar from 18.75 to 18.00 MXN per 1 USD, where the maximum payout is then 4.17% 

USD (i.e. 41’700 USD for 1mio USD exposure) at maturity.  Hence the structure offers you a 1 : 3.33 

payout ratio. The maximum risk to the trade is that the Putspread expires worthless if the MXN does not 

increase in value, in which case the invested premium is lost. 

 

Why Long Mexican Peso? 

It’s a high beta currency and its strong links to the US in terms of trade and financials make it the most 

viable candidate. A Trump presidency would be very negative for Mexico based on his views on trade and 

a focus on Mexico. In fact USDMXN has had a very high correlation to the US polls and is trading very 

weak over the past two weeks. Hence a Clinton victory will lead the Peso back in positive territory from 

present spot levels from around 19.35 to around 18.00 in my eyes, as her position is more relaxed in above 

topics. Also, once the race for presidency is over markets will likely focus again on fundamentals, such as 

oil prices, which are also a driver for the Peso. 

Yes volatility is relatively high in USDMXN, however as the above proposed payoff structure is not just 

long the put option but also short the lower strike you harvest back some volatility premium. 

One has to bear in mind that if the result is not quite clear and not with a decent percentage distance 

between the two contestants an initial MXN rally might be capped to some extent, as the uncertainty is 

not going away straight away. Should Trump win the MXN will suffer losses, even though the Banxico 

might step in to prevent too hefty moves. 
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USD/MXN exchange rate history and 3 months implied options volatility - past 12 months: 

 
 

Are you in the other camp? 

If you disagree and want to hedge I think the best is to be long volatility, i.e. in USD versus CAD. I will not 

elaborate on this further within this Hot of the press, but feel free to reach out and discuss with me. 

 

And to finish, a quick recap of previous hot off the press ideas: 

 
 

 

Feel free to speak to me should you have any questions, thoughts or needs around above topics, or any 

other currency matter that concerns you. 

 

André Meyer │ Origination & Structuring │ T  +41 55 417 00 50 │ andre.meyer@q-cam.com 

Trade Idea tracker - Hot off the press

Idea date Underlying Payoff Strike 1 Strike 2

Initial price in 

percent of face Expiry

Mark-to-Market 

payoff in percent of 

face

Final payout in 

percent of face

*Profit / Loss 

in USD

Dec 15 USDCHF Callspread 1.0000 1.0500 1.43% July 16 - 0.00% -143'000

Jan 16 EURNOK Putspread 9.4500 9.1000 1.33% July 16 - 1.62% 29'000

Feb 16 NOKSEK Callspread 1.0000 1.0450 1.25% End Aug 16 - 2.62% 142'800

Apr 16 EURUSD Putspread 1.1000 1.0500 0.92% End Oct 16 - 1.10% 18'000

Jul 16 USDJPY Knock Out Call 99.80 99.80 1.52% Oct 16 - 5.13% 361'000

Jul 16 XAUEUR Callspread 1235 1350 1.86% End Jan 17 0.73% -113'000

Jul 16 USDCAD Callspread 1.3325 1.3825 0.95% End Jan 17 1.27% 32'000

Nov 16 USDMXN Putspread 18.75 18.00 1.25% early Feb 17 1.25% 0

Total 326'800

*Assuming 10mio USD equivalent notional per trade, equal face amounts when call- or putspreads.

PnL converted into USD when payout is not in USD at maturty, using USD spot at expiry.
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