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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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A VERY BAD COCKTAIL MIX!

1. Credit (adjusted for inflation) has 5% FED TERMINAL RATE
contracted for the last three quarters, .subsequent rate-cgt

cxpcctTinns...

2. Asset prices are plunging,

3. The Fed is being forced to increase interest j§
rates even more aggressively than it had } s
planned only a few months ago! |

4. The Consensus Fed Terminal Rate at +5%
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» A Structural Death Blow
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FIAT CURRENCIES & THE US$

* Yen, Yuan, Euro Currency Problems,
* An Emerging Market Eurodollar Crisis

WHAT DOES THIS MEAN IN THE SHORT TERM

* Major Inflexion: Stability or Instability?

CONCLUSION

* The “Unholy Trinity”

* YCC, Capital Controls & Nationalism

* US Treasuries Off-Balance Sheet Contingent Liabilities
* The Dollar Will Be The Last To Fall
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Where Does The Money Come From To Fund The Debt?
Source Of Funding, % Breakdown from 1966 to 2021

Us COMES OFF 2008 FINAMCIAL
GO'LD STANDARD CRISIS
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100%
Credit Creation:
53%
(§§ The Fed: 10%
1111 -
Savings: 20%
0%
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** POIITIVE CURRENT
® Cumulative Net National Savings ®ROW mTheFed ® Credit Creation ACCOUNT WITH U2

Source: The Fed's Financial Accounts Of The United States; and the Bureau OF Economic Analysis




CAPITIALISM v CREDITISM

CAPITLALISM:

CREDITISM:

Savings Reinvested into Productive Assets

Productive Assets Increase Labor Productivity
Higher Rate of Productivity Growth
Higher Standards of Living

Credit Used for Consumption

Lower Rate of Productivity Growth
Lower Standards of Living
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The Crisis Of Creditism

* Our economic system, Creditism, requires Credit Growth to stay out
of crisis.

* As interest rates rise, Credit becomes less affordable.

* If further interest rates hikes cause Credit contraction to accelerate,
the economy could spiral into a Depression — not just a recession.

* The current circumstances described in this video present a very
grave challenge to Creditism.

* Investors should be prepared for something to break.




Total Credit to GDP
%, 1951 to 2021

Credit Growth has been driving
Economic Growth in
the United States for decades.

133%

This shows us that Credit has been growing more rapidly than the economy. So long as
it does, it provides the fuel that makes the economy grow.




Total Credit = Total Debt
US$ Millions, 1951 to Q2 2022

100,000,000

30,000,000 Q2 2022 = $91.2 Trillion

80,000,000

70,000,000 Total Credit is equal to the Total Debt
soo00000  OF all the sectors of the economy.

50,000,000
It has surged from $1 trillion in 1964
to $91 trillion now, a 91-fold increase

30,000,000 over 58 years.

40,000,000

20,000,000

10,000,000
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Credit Growth vs. GDP Growth
Adjusted For Inflation, Annual % Change, 1952 to 2019

But when Credit (adjusted for
Inflation) grows by less than

2% a year, the economy i

goes into Recession. Credit Growth and
M Total Credit mReal GDP

Economic Growth

have been much
n | “ “ slower since 2008.
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Asset Price Inflation Supplemented Credit

* When Credit Growth stalled following the Crisis of 2008, the Fed used
Quantitative Easing to push asset price higher.

* Rising asset prices created a Wealth Effect that supplemented Credit
Growth by boosting Consumption.

* In that way, the Fed ensured that the economy continued to grow.
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Household Sector Net Worth
USS Millions, 1952 to Q4 2021

$150 Trillion

Thanks to very low interest rates and many
rounds of QE, Household Wealth increased
to $150 Trillion by the end of 2021, up

$80 Trillion or 114% from its

pre-crisis peak in 2007.

Source: The Fed
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Household Net Worth, Annual Dollar Change
USS Millions, 1990 to 2021

Surging Wealth acted as a supplement to
Credit Growth and kept the economy out of
Crisis.




But Now...

* But now Credit Growth (adjusted for inflation) is contracting at the
same time that plunging asset prices are wiping out trillions of dollars
of Wealth.




Total Credit, Annual % Change
Adjusted for Inflation, Quarterly, 1991 to Q2 2022

Total Credit Growth
adjusted for Inflation
contracted by 1.7%

Y onY in the most recent
quarter. That's far
below the 2%

Recession Threshold.

2% Credit
Growth
(adjusted for
Inflation) is
needed to
avoid a
Recession.
But Credit
Growth has
contracted
for three
quartersin
arow and
it’s been
below 2%
for five
quarters.
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Household Sector Net Worth
ussS Millions, 1990 to Q2 2022

70,788,607

59,594,592

143,763,133

At the same
time, Wealth
contracted
by $6 trillion
during the
first half

of this year.




Drawdown in total market capitalization of US equity & fixed income
0.0

2.5 4
50 «

7.5 4

Drawdown in total market capitalization of US equity (based on Bloomberg data) &
corporate, government & mortgage fixed income (based on BofAML data)
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Household Sector Net Worth, Quarterly Dollar Change
USS Millions, 1990 to Q2 2022
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Net Worth as a Percentage of Disposable Personal Income
%, 1990 to Q2 2022

Even after the sharp correction in the stock
market and in other risky asset classes, asset prices
are still very stretched by past norms.

670

At 778 in Q2 2022, the Wealth to Income Ratio
is still 16% above its previous all time peak of 670
during the property bubble in 2007 and 2008.
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This means that asset prices are still very expensive and at risk of further steep falls as interest rates rise.
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With Inflation at a 40-year high, this chart
suggests interest rates have much further to

%, 1955 to Present

Effective Federal Funds Rate

Q
et
C
(2
W
©
c
=
L
©
| .
[
©
(]
LL
Qv
2
et
o
by
Ll
Q
L
-
7
>
c
2
d
(0
=
£

1960-07-01
1958-09-01
1956-11-01

955-01-01

(=]
Q
1n




October 26th, 2022
AGENDA CONTAINING A VERY BAD COCKTAIL MIX!

CAPITALISM v CREDITISM

» A Structural Death Blow

UNSUSTAINABLE CREDIT GROWTH

WHAT DOES THIS MEAN IN THE SHORT T

* Major Inflexion: Stability or Instability?

CONCLUSION

* The “Unholy Trinity”

* YCC, Capital Controls & Nationalism

* US Treasuries Off-Balance Sheet Contingent Liabilities
* The Dollar Will Be The Last To Fall




FRAGILE GLOBAL ECONOMIC STATE

« Covid Lock-d owns, * Proportion of global central banks hiking

al Banks)

* A Fiscal Stimulus Surge,

» Supply Chain Bottlenecks,
« An Energy Crisis,

» A Ukraine War & Sanctions,
» Food Shortages.

A SERIOUS, UNPRECEDENTED
JOLT TO GLOBAL SYSTEM




‘ ; Comparing the Speedof
DESTABILIZING 2NP SHOCK MP U.S. Interest Rate Hikes

The Federal Reserve is aggressively raising rates as high infiation
continues. In just six months, the effective federal funds rate has
Rates are rising faster than any mwmmfmz iy

other time in recent history. 5o gl
« Rate of Increase of US Fed Funds Rate, | e
 Rate of Increase of Real US Rate, Change in Efective (o lopslrmtrs sty byt
Federal Funds Rate infuuenced by the Federal Reserve's target.
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FRACTURING GLOBAL SWAPS

*$40T in Lost Capital,

« Bond Volatility (VaR),

» Collateral Shortage Squeeze,
* Spiking FRA-OIS Rates

OVER-LEVERAGED GLOBAL LENDERS

» UK: LDI Pension Implosion,
« SNB: 11B In US Dollar Swaps (Credit Suisse),

Drawdown in total market capitalization of US equity & fixed income
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-15.0 Drawdown in total market capitalization of US equity (based on Bloomberg data) &
] corporate, government & mortgage fixed income (based on BofAML data)

175

2004 2006 2008 2010 2012 2014 2016 2018 2020 2022
Bloomberg, Gavekal Research/Macrobond
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Outstanding OTC derivatives In trillions of US dollars
FRACTU RING CURRENCY & INTEREST RATE SWAPS
G LO BAL SWA Ps Notional amounts outstanding

WREAKING HAVOC — “rapen TANTRUM'
IN $600T GLOBAL Fr———
SWAPS MARKET SHOCKS

* Interest Rate Swaps
» Currency Swaps

NOTE: Unprecedented Global
Movements in Currencies & Rates
Yet Zero OTC Public Visibility S

B IRD Equity Credit
B FX B Commodity B Other

BIS REPORTING:

Source: BIS OTC derivatives statistics (Tables D5.1 and D5.2).




Putv/Call Premium
— SPX = Put/Call Premium (Last = 3.08)

NEARING INSTITUTIONAL PANIC

FINANCIAL CRISIS
BOTTOM

DOTCOM
BOTTOM

To

Oct 14, 2022




AGENDA

CAPITALISM v CREDITISM

» A Structural Death Blow

UNSUSTAINABLE CREDIT GROWTH

FIAT CURRENCIES & THE US$

* Yen, Yuan, Euro Currency Problems,
* An Emerging Market Eurodollar Crisis

CONCLUSION
* The “Unholy Trinity”

* YCC, Capital Controls & Nationalism

October 26th, 2022

CONTAINING A VERY BAD COCKTAIL MIX!

Overnight Reverse Repurchase Agreements
Total Securities Sold by the Federal Reserve in the Temporary Open Market Operations
($ Billion)

A FLOOD TO GET 3% OVERNIGHT RATES
ON SECURE COLLATERAL!

2019 2020 2021

Source: Federal Reserve Bank of St.Louis
© September 2022 Eliiott Wave International www.elliottwave.com

* US Treasuries Off-Balance Sheet Contingent Liabilities

* The Dollar Will Be The Last To Fall
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Bear Markets (Total Return)

Monthly data since 1900. Source: FMRCo, Bloomberg, Haver, Factset
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3-Phases Of Bear Markets
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Earnings Breadth

%pos of 3m change in GIC2 industry group EPS
Weeklydata. Source: FMRco, Bloomberg

EXTENDED S&P 500 index
“ANXIETY”
" PERIOD

GIC2 industry group %pos 3m EPS chg
GIC2 industry group %neg 3m EPS chg

CAPITULATION

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021




Path of S&P 500: Soft vs. Hard landing scenarios

S&P 500 falls to 3600 in soft landing, but 3150 if investors price hard landing
5100

4600 S&P 500 price

4100

3600

3100 3400
Mid-year 2023

Hard landing

2100

1600 . r - .
2015 2016 2017 2018 2019 2020 2022 2023 2024

Source: Goldman Sachs Global Investment Research
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Length of Length of
Bear Market Recession
Bear Market Period (Month: BER Recessio (Months) | S&P Start | S&P End % Change

Feb2020toMar2020 | 1  |Feb2020t0Apr2020 | 2 | 3394 [ 2192 | 36% |
Sep2018toDec208 | 3 | 000 | | 2041 | 2347 | 20%
May20iitoOct201t | s | | | 1371 | 1075 | 2%
Oct2007t0Mar2009 | 17  [Dec2007toJun2009 | 18 | 1576 | 667 | 56% |
Mar2000t00ct2002 | 31  |Mar2001toNov2001| 8 | 1553 | 769 | 51%
Jui19%8toOct1998 | 3 | 000 | | 1191 | 923 | 2%
Jul1990t00ct1990 | 3  [Jui1990toMar1991 | 8 | 370 | 205 | 20% |
Aug1987toOct19s7 | 2 | 000 | | 338 | 216 | 36% |
Nov1980toAug1982 | 22 |[Jui1981toNovt9s2 | 16 | 142 | 102 | 26% |
Sep1976toMartors | 18 | 00000 | | 109 | 8 | 20% |
Jan 1973100t 1974 | 21  |Novi973toMarts7s | 16 | 122 [ 61 | 0% |
Dec 1968toMay 1970 | 17  [Dec1969toNovi970| 11 | 109 | 69 | 37% |
Feb1%66toOct19e6 | 8 | 00| | 95 | 72 | 4%
Dec1%6itodunt9e2 | 6 | | | 73 | s1 | 29% |
Aug1956t00ct 1957 | 14  |Aug195TtoApr19s8 | 8 | 50 | 39 | 21% |
Jun 1948toJun 1949 | 12 [Nov1948toOctt9dg | 11 | 17 [ 14 | 21% |
May 1946toMaytsa7 | 12 | | | 19 | 14 | 2% |
NovioBtoAproa2 | 36 | 00| | 14 | 7 | 46% |
Mar1937toMar1938 | 12  |May1937toJun1938| 13 | 19 | 9 | 54% |
Jul1933toMar1935s | 20 | 00000 | | 12 | 8 | 4% |
Sep1932toFeb1933 | 5 |Aug1929toMar1933| 43 | 9 | 6 | 41%
Sep1929toJun 1932 | 33 |Aug1929toMar1933| 43 | 32 | 4 | 6%

Average With No Recession -29%
Average With Recession
Average All -36%

edian With No Recession

edian With Recession

edian All




“THE UNHOLY TRINITIY”

PEGGED EXCHANGE INDEPENDENT FREE CAPITAL
RATE MONETARY POLICY FLOWS
us X )
JAPAN

X
UK X X
EURO X X
CHINA X X X



US TREASURY

* Active PPT — Blatantly Evident in FCI Index,

« $21B of US SDR’s to IMF,
* Yellen Soliciting Money Center Banks,

* Contingent Liability Guarantees

NATIONALIZATION
« GERMANY: Energy Broker
* FRANCE: Nuclear Sector

CAPITAL CONTROLS
YIELD CURVE CONTROL (YCC)



US DOLLAR = DXY HE‘?’DREJ";EE?ILELE = 5(: 120.000

Monthly INVERSE ] . redit Crisis - Li : .
HEAD & SHOULDERS _ 17.42

PROJECTION - \ %
/ FIAT CURRENCY 116,000

“RE-ALIGNMENT"
BEGINS

0.236(110.691) 111.876
DOLLAR & GOLD 7d 10h
-I!:-IF_{IEJCMI'PION . 1 RISE TOGETHER
A v 0.382(106.537) 103.000
[ TRUMP POLICIES SEEN TO INCREASE US DEBT ( 4
-
(3) i
[ TRUMP SANCTIONS & PROTECTIONISM = /

m 104.000
100.000

ECE BAMKING / CREDIT CRISIS BEGINS]

HEIGHTENS DE-DOLLARIZATION CONCERbS

BIDEN upl‘

ELECTIQiA 1(88.955)
RS 3

FOTE NTLA

& SHOULDERS

LR ANALYTICS & TRCHMICAL ANALYS
STRATEGIC INVESTMIENT INSIGHTS

DOLLAR WEAKENS AFTER DOTCOM BUBBLE IMPLOD DOLLAR STRENGTH AFTER GFC Copyright © Gordon T Long
All Rights Reserved

FINANCIAL
2007 2009 2029 2031




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

DON'T WORRY, THEY WILL PRINT THE MONEY!




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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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



