The Fed Just Spent Printed the GDP of Brazil
in Six Weeks... What's Next?

Last Thursday the Fed effectively nationalized the U.S. debt markets.

On Thursday the Fed announced a $2.3 trillion (with a “T”) monetary program.
In its simplest rendering, the Fed announced it would expand its current
Quantitative Easing (QE) programs for municipal bonds, asset backed
securities, and investment grade corporate debt. The Fed also announced it
would begin buying junk bonds for the first time in history.

Thus, the Fed is now intervening directly in:

1) The Treasury markets.

2) The municipal bond markets.

3) The corporate bond markets (both investment grade and junk).

4) The commercial paper markets (short-term corporate debt market).

5) The asset backed security market (everything from student loans to
Certificates of Deposit and more).

At this point the only asset classes the Fed isn’t buying outright via a QE
program are stocks and commodities. It is, however, worth noting that the Fed
is buying bond Exchange Traded Funds or ETFs which trade on the stock
market just like regular stocks.

Again, the Fed has effectively nationalized the U.S. debt markets. All in the span
of just six weeks.

It is almost impossible to express the insanity of this. Perhaps the easiest way
would be to say the Fed just printed the GDP of Brazil in last six weeks and is
planning on printing the GDP of France in the next six weeks.

The multitrillion dollar question now is if this will stop the meltdown triggered
by the economic shutdown in the U.S.

Going by the charts right now the answer is “yes.”
Investment grade bonds (black line), junk bonds blue line) and stocks (red line)

are all moving sharply higher. In fact, stocks are actually the weakest performers
here, trailing the other two by a wide margin.
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However, the bigger issue... and it’s the one that may lead to a second
round of the crisis is:

What is the actual economic damage caused by the Covid-19 panic

and subsequent economic shutdown?
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