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NOTE
Slides Are for discussion and educational purposes ONLY!
Do not Trade from Any of these Charts.

Gordon T Long is not giving investment advise nor should be
construed as such

Always consult a professional investment advisor before
making any investment decisions.

The content of this slide should not be considered investment advice of any sort, nor should it be used to make investment
decisions. Use of this slide is considered to be your explicit acceptance of the Disclosure Statement and the Terms of Use
found on the first and last frames of this video
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WHAT MAKES MARKETS REVERSE?

BUSINESS CHANGES!
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Fed plans "rapid" reduction of balance sheet

Assets held by the Federal Reserve, $tn

Fed announces unlimited
government bond-buying

Fed announces first —_—
asset purchase programme N

2000 2005

Sources: Federal Reserve, Bloomberg
©FT

Fed delivers first
rate rise since 2018/_-_-\\\

Taper begins

\“
Balance sheet .

run-off begins

e
/ ““Repo crisis
/ Fed raises interest rates
for first time since 2008 crisis



LIQUIDITY

Ceniral Banks

Money Supply

Plan to Shrink
Charge More

CREDIT

Lending

Collateral
Risk — Credit Rating

Consumers

Borrowing

Need / Desire
Ability to Pay
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Household Sector Net Worth
USS Millions, 1952 to Q4 2021

$150 Trillion

Household Wealth is now $150 trillion.

It increased by $19 trillion last year.

Over the past three years, Wealth has increased
by $46 trillion or by 44%. And since its pre-crisis

peak in 2007, it’s increased by $80 trillion
or by 114%. This surge in Wealth has
been a very important driver of
economic growth in recent years.




Household Net Worth, Annual Dollar Change

USS Millions, 1952 to 2021 The number in RED
is the largest of the

three years.

2019 $12.6 trillion
2020 $14.6 trillion
2021 $19.0 trillion
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Household Net Worth, Annual % Change
1952 to 2021
The 14.4% increase in Net Worth in 2021 matched 2019:12.1%

the highest increase in the last 70 years (1979). 2020: 12.5%
14.4%  2021:14.4%

The average annual increase since 1952
has been 7.1%. So, the increase in 2021
was double the average.




Net Worth as a Percentage of

Disposable Personal Income
1952 to Q4 2021

The Wealth To Income Ratio
Average from 1952: 550
Q4 2022: 825. This was 23% above

its previous peak of 670 in
Q4 2006.

Wealth has surged as interest rates fell and because of Quantitative Easing.
Asset prices are very vulnerable to higher rates and Quantitative Tightening!




Total Debt, Annual % Change Compared with
Adjusted for Inflation, Quarterly, 1991 to Q4 2021 one year earlier:
2020Q1:4.7%
2020 Q2: 10.0%
2020 Q3: 8.6%
2020 Q4:9.4%

2021 Q1:6.9%
2021 Q2: 0.9%

HHH ‘ ‘ H ‘ 2021 Q3: 0.6%
| |H| |||I|\H I, 2022 a0

|
Below the 2% Recession Threshold

for the last three quarters.
Negative in Q4 2021. This does not
» bode well for the
outlook for the

economy.
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SUSTAINING & GROWING CURRENT CREDIT GROWTH??

BANKS ARE OUT OF
ADDITIONAL
NEW, VIABLE LENDERS

CREDIT SCORE
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Total Debt = Total Credit
USS Millions, 1951 to 2021

S$88 Trillion

Note: The Total Debt of
all sectors of the economy
combined.

1964:
$1 Trillion

2021:
$88 Trillion




Total Debt to GDP
%, 1951 to 2021

From 1980 to 2008,

Credit Growth drove Economic Growth.
After 2008, the Fed used QE to push

up asset prices in order to create a

Wealth Effect that would supplement
Credit Growth and make the economy

grow.

1980: 170%
1951: 133%

2021: 384%




Percent Contribution To The Increase In Total Debt
2020 vs. 2021

20% 30%

In 2021 vs. 2020:

A lot less Federal Government

A lot more Households

Less Corporate

Somewhat more Total GSEs
A lot less Non-Corporate Business

State & Local Government i;’g
A lot more Financial Sector Less GSEs

Rest Of The World

m 2020 m2021
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Fed tightening usually ends with a financial “event”
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Exhibit 6: The Only Constant Is Change!
The Graham & Dodd P/E for the S&P 500

The Great Crash
and the Great

Depression
World War | and

the end of
Globalization |
End of Gold Standard
Bretton Woods

End of the British Empire
Fed born World War Il Tet offensive End of the Cold War The Great

Globalization Il begins i
Russian izall egi / Recession

Revolution Cuban Missile Crisis
Qil price shock

Korean War Reagan &
Thatcher

Gas attacks on
Tokyo subway

Sputnik launched Greenspan Era begins
Ford Color TV Microsoft
Wireless  jntroduces Spanish flu Microwave ovens invented founded PCs introduced
invented Model T~ Pandemic  penicillin discovered Sony Walkman
T T T T

Source: GMO, Shiller




Zealllc.com 0421 SPX Top-25 Component Companies' Fundamentals 26.9%
-|IF

65.80% $2,924 $34.6 $205 547.0
5.93% $2,548 $18.8| 21% | 7.4 5145
451% $1,940 32% | s206| 36% | $135 5249
3.98% $1,711 94% | $143| 98% | soo0 5221
2.50% $1,075 65% | $2.3|760%| S$00 54.6
2.23% 5958 20% | $10.3|-8.3%| $20.1 5181
1.71% 5737 53% | $3.0|/106%| S$00 . 53.0
1.56% $672 129% | $396| 11% | $69 57.8
1.10% $475 13% | s4.1| 84% | S11 $3.2
1.10% $474 24% | sa0| 27% | sa1 $4.2
1.00% $469 0.1% | $10.4|-14% | s$21 . §85.1
1.05% $454 10% | s$4.7|172%| s10 L . 55.7
1.00% S$428 11% | $3.4| 17% | saa 532
092% 5397 05%| 536 52.4 57.9
092% $394 6.1% | s42|96%| s48 5.1
0.85% S$364 98%| S70| 28% | s$75 5447
0.82% $354 27% | $2.4| 33% | s13 $3.2
076% $328 297%| $3.4|471%| soo $5.9
0.66% 5283 34% | $1.1|6394%| %00 -$0.2
0.64% $275 16% | $2.4| 84% | s27 535
063% 5271 20% | s1.2|-45%| S10 52.0
063% 35271 16% | so06| 12% | S00 -50.4
0.62% 5268 6.4% | 530/ 17% | sas8 525
0.62% $265 75%| s$17|-18%| so0s8 $2.2
0.62% $265 10%| S$13|69%| S10 $2.8
43.3% S$186t 8.4% $202.1 25% $107.3 5192 8




WHAT MAKES MARKETS REVERSE?

BUSINESS CHANGES!



AGENDA

LIQUIDITY v CREDIT v DEBT
* They Are Different,
* Too Many $S’s, Too Few Goods

CREDIT GROWTH
* The 2% Credit Growth Metric
* Where Will It Come From?

REVERSING WEALTH EFFECT
* The Fed Will Break Something!
* Inflation & PE Compression

CONCLUSIONS

« Scarcity, Disruptions and Commodities

April 13th, 2022
A STALLING WEALTH EFFECT

STAGFLATION INVESTING

» TAEFLA T30

RECESSIONARY, ICX;S
' POLICYICOSTS *

Our Warning
LONGWave - 08-05-20 - AUGUST
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EARLY

* Actiaty rebounds (GOP, IP,
employment, Incomes)
Credit begins 1o grow
Profits grow rapidly

Policy stll stimuidtre
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o Crodit growth strong
* Profit growth peaks
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Relative Performance of
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THE BL HOLE OF STAGFLATION
INFLATION

We Appear
To Be Herel

The Event Horizon




Y SCARY POSITION!

THE ISSUE:

TRADITIONAL KEYNESIAN THINKING

-- To Halt Inflation

-- To Increase Growth




INFLATION

In Reality We
Are Herel




Consumer Inflation - Official vs ShadowStats (1980-Based) Alternate
Yearto Year Change. Through May 2021
— 5G5S Alternate CPI, 1980-Based — CPI-L
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https://youtu.be/_ix5EYBmYXo
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https://matasii.com/wp-content/uploads/2017/01/Thesis-2017.pdf

WE ARE WLL BELOW THE EVENT HORIZON!!!




AGENDA

LIQUIDITY v CREDIT v DEBT
* They Are Different,
* Too Many $S’s, Too Few Goods

CREDIT GROWTH
* The 2% Credit Growth Metric
* Where Will It Come From?

REVERSING WEALTH EFFECT
* The Fed Will Break Something!
* Inflation & PE Compression

STAGFLATION COMETH
* Recessions are Deflationary
* The Event Horizon

THE CRACHKS

April 13th, 2022
A STALLING WEALTH EFFECT

4 : ’ - - 3 "
LT N
SEE 15T GEITING TOD BIGL (Q?y
oV
i . .
- “iste [

-



CHANGE

1. Re-Balancing

2. De-Growth

3. Re-Shoring

4. De-Financialization

5. De-Globadalization

GLOBAL CRISIS,
NATIONAL RENEWAL
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‘
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A (REVOLUTIONARY)

GRAND STRATEGY
FOR THE
UNITED STATES

Charles Hugh Smith




EXPECTED RESULT

* Loan Defaults, Delinquencies and Bankruptcies,

* Dividend Payout reduction or temporary moratorium and an almost complete halt in Stock
Buybacks,

* Increasing Pressures on Central Banks & Government Fiscal Policies to Make or Guarantee
Loans or Become Lender of First and Last Resort.

A REVERSING WEALTH EFFECT

INVESTOR CONSEQUENCES

» Reduction in Investor Risk & Leverage similar to 24 months after 2008 but likely longer,

* Shift to Value and Cash Flow investing from Momentum and Growth

» Equities previously supported by Buybacks and Dividends will require Government Equity
Buying discussed as Conservatorships, Temporary Guarantees or Preferred Share/ Warrants to
compensate tax payers






CRISIS

AR

Danger Opportunity




ADMINISTRATIONS CHANGE — BUT THE PRINTING NEVER DOES ....

DON'T WORRY, THEY WILL PRINT THE MONEY!
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WE WELCOME YOUR COMMENTS!

WE READ ALL COMMENTS FOR
FEEDBACK THAT WILL IMPROVE OUR
RESEARCH ANALYSIS

WORLD CLASS MINDS FOLLOW THIS
CHANNEL & WE VALUE HEARING
FROM YOU!

IT IS THE ONLY PAYMENT WE ACCEPT
FOR POSTING THIS FREE YOUTUBE
CONITENT



