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QT vs. Stagflation

Quick Take on QT (and Stagflation)
In September, QT should be ramping up. From an implementation standpoint, the Fed may (or may
not) be selling mortgage-backed bonds (though I expect some clarity on this on Wednesday).
From the Treasury side of their balance sheet, they have been pretty clear that they will be primarily
relying on run-off.
The last time I ran the numbers was in September of last year, which seems dated, but given the pace
of what they were buying and when they stopped, it’s good enough for today’s thoughts.

September & October Holdings
Based on my old calculations, the Fed owned $3.4 billion of the Sept. 8 T-Bills and $9.8 billion of the
1.5% bonds that matured on Sept. 15. Presumably, some or all of that was allowed to mature without
being re-invested. We might get some better information when the Fed’s weekly balance sheet update
comes out on Wednesday.
The Fed holds $33 billion of bonds maturing on Sept. 30. I checked the Sept. 30 holdings vs my calcs
from last year and the holdings have barely increased – which is comforting since I rant about "garbage
in, garbage out”.
Oct. 15 includes $15 billion, Oct. 31 includes $29 billion, and Nov. 15 includes a whopping $68 billion.
The Fed will have no problem reducing their balance sheet with Treasury maturities.

QT or Stagflation
For now, I will argue that the stagflation trade is what drove price action on the 15th, 16th, and today.
Having said that, I’ve argued that the QE trade helped all asset prices.
Since the 15th, when as little as $9 billion was pulled out of the system, we’ve seen oil, gold, stocks,
Treasuries, and crypto all decline in price.
Does that mean QT will drag all asset prices down or at least function as a headwind? (The latter is
extremely likely).
It was probably a coincidence that the stagflation story got some new life after FedEx’s warning, but it
is something to keep in mind as we head into month-end. The Fed has significant holdings of bonds
that they can allow to mature (without re-investing) to meet their goals.

Bottom Line
Probably stagflation (but keep QT in mind) and if you get a chance, please check out our Fed Preview
& Trader of the Year awards report from Sunday.
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Disclaimer
This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information
received in the strictest confidence and shall not disclose to any third parties any information material to the opportunity
contained herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable
damage for which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and
hereby agree, that the proprietary information disclosed herein represents confidential and valuable proprietary
information and, therefore, will not, without express prior written consent, disclose such information to any person,
company, entity or other third party, unless so doing would contravene governing law or regulations.
This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.
Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.
Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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