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Recovery Ahead?
Shake Hands with the Fedsé

Theyôre the Economyôs Partner Now   
A plus or a minus for the economy and the markets?



STAGGERING (Tectonic) ECONOMIC 

DISLOCATIONS

Å Euro-zone Crisis

Å Housing bust

Å Illinois out of cash 

Å Eastern Europe insolvency?

Å Ukraine Q3 GDP -16% y/y

Å World wealth collapse ï$15 trillion 

U.S.,  50 worldwide

Å Layoffs, frozen wages

Depression Trajectory?

Å Deleveraging/flight from risk

Å California meltdown

Å Bank and auto crises

Å 67% Vegas homes under water

Å State, municipal budgets

Å Financial complexity

Å Commercial real estate

Å Capacity utilization rate 72%



Wealth Collapse
Standard & Poorôs 500 Index

Source: Ned Davis Research ï3/10/2009
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Engines of Recovery? 

Largest Proposed Federal Outlays in U.S. 

History ($ trillions)

Federal Reserve
Å commercial paper
Å mbs/treasury purchases
Å Term Auction
Å TALF
Å currency swaps
Å GSE debt
Å other lending

FDIC
Treasury

Å Stimulus
Å TARP
Å FDIC credit
Å Fannie/Freddie
Å Other

HUD
Run without capital
Summers says thereôs more

Shock and Awe (Bigger than New Deal)

Source: Bianco Research LLC, Bloomberg, WSJ, strategasrp.com 
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Federal Spending, Pct. Of GDP, FY

Source: strategasrp.com ï12/31/2009
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Itôs Beguné

Source: FMRCo, Haver Analytics, Bianco Research. 11/14/2008

Federal Reserve Holdings of Gov't Securities ($Bil)

The Federal Reserveôs Balance Sheet



Summary: 

Why may the Next 10 Years be Different?

ÅDestruction of Consumer Assets

ÅDisappearance of Bank Capital

ÅImplosion of Shadow Banking System

ÅBull Market in Government 

ÅHow Pay for All of This

(Pretense Over: Banks and Auto Industry are   

Wards of the State)


