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Chairman Powell last week:

... you want to be at a place where real
rates are positive across the entire yield
curve

| think you would see at that time, you’d
see positive real rates across the, across
the vyield curve, and that is also an
important consideration.

If you look at core PCE inflation, which is

a good measure of where Iinflation is
running Now ...
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Rates Across The Yield Curve and Core PCE Inflation
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Rates and the Curve
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Bloomberg United States Government Liquidity Index

This index is a measure of prevailing liquidity conditions in the Treasury market.

When liquidity conditions are favorable, the average vield error is small. Under

stressed liquidity conditions, dislocations from fair value result in an

increased average yield error. a/19/20
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<======= Increasing Risk / Decreasing Risk =======>
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Year-to-Date Total Return for the Bloomberg U.S. Aggregate Index
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Year-to-Date Total Return for the Bloomberg Global Aggregate Index
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Bank of England announces gilt
market operation

In line with its financial stability objective,
the Bank of England stands ready to
restore market functioning and reduce
any risks from contagion to credit
conditions for UK households and
businesses.

On 28 September, the Bank of England’s
Financial Policy Committee noted the
risks to UK financial stability from
dysfunction in the gilt market. It
recommended that action be taken, and
welcomed the Bank’s plans for temporary
and targeted purchases in the gilt market
on financial stability grounds at an urgent
pace.
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https://www.bankofengland.co.uk/news/2022/september/bank-of-england-announces-gilt-market-operation

The Financial Times - Bank of England
launches £65bn move to calm markets
Central bank to spend £5bn a day for 13
days over ‘material risk to UK financial
stability’ and threat to pensions.

“It appears that some players in the
market ran out of collateral and dumped
gilts,” said Peter Harrison, chief executive
of Schroders, which has $55bn in global
LDl  business. “We were more
conservatively positioned and we had
enough collateral to meet all of our margin
calls.”

“If there was no intervention today, gilt
yields could have gone up to 7-8 per cent
from 4.5 per cent this morning and in that
situation around 90 per cent of UK
pension funds would have run out of
collateral,” said Kerrin Rosenberg,
Cardano Investment chief executive.
“They would have been wiped out.”
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Long-term gilts in historic swing
Daily change in 30-year yield (percentage points)
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Year-Over-Year Change
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US Inflation Forecasts Always End at ~2%
Monthly from January 2018 to Date

Monthly Forecasts
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Data Source: New York Federal Reserve
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Fed Funds vs. Interest on Reserves & the Fed's Reverse Repo Facility Rate
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RRP Compared To All MMMF Fund Assets
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Jobs (Thousands)

Payroll Miss (Initial Release - Estimate)

Source: Bloomberg
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Weekly Initial Claims
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A Shortage of Workers?
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* The Wall Street Journal — Greq Ip: Workers’ Changing

Attitudes Tighten Labor Market

All this suggests workers’ attitudes, and leverage, have
shifted in important ways in recent years. The effect is to
make labor scarcer and more expensive than ordinary
economic indicators show. ... The Covid-19 pandemic
might, similarly, have catalyzed a reappraisal of what
workers are willing to do, for how many hours, and at
what wage. While this mostly consists of anecdotal
evidence of a “great resignation” or “quiet
quitting,” some empirical evidence points in the same
direction.
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How Tight Is the Labor Market?

Measures of labor-market slack relative to
2019 average
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Partnership for New York City — Partnership survey finds Kastle Back to Work Indices
slow but steady increase in workers returning to the Percentage of City Office Space Currently in Use
office, topping 50% by the end of the year
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https://www.axios.com/2022/09/21/quiet-quitting-gen-z-work-jobs-minimum

Figure 2

Figure 1
Annual core CPlinflation: US. versus OECD Real personal disposable income: U.S. versus OECD
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Core Inflation Around the World
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Year-to-Date Total Return for the S&P 500 Price Only
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Year-to-Date Total Return for the Russell 2000 TR
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Index (log)
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Comparing VIX Levels and S&P 500 Drawdowns
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The Fear Index is Not Very Fearful in 2022
Measuring the Relationship Between VIX level and S&P 500 Drawdown
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Measuring The Dollar
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U.S. Dollars per British Pound

$10.00 égf;l?
$0.00
$8.00
$7.00
T $6.00
=
£ 1816
) §5.22
2.
4 $5.00 | 1701
E $4-55 1861
$54.77
$4.00
1812
$3.62
$3.00
$2.00
1985 2022
$1.00 $1.30 $1.08
$0.00 Through September 27, 20..
1799 1819 1839 1859 1879 1899 1919 1939 1939 1979 1999 2019

© 2022 Bianco Research, L.1.C. All Rights Reserved

Source: MeasuringWorth.com, Bloomberg https: [ /www.biancoresearch.com/

September 29, 2022 Bianco Research L.L.C 35



Cumulative Trade Deficit
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Exhibit 4: Cities with high/mid-risk districts increased to around 35% of national

GDP
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Germany's Commodities “Leverage” (2)

bilbons of U.S. dollars; sources of value added are shown on the left; sales shown on the rnght
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Source: World Input-Output database, Credit Suisse
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German Current Account Balance
Rolling 3-Month Sum

Apr-i6 Apr-o1
€80B €77.8B £77.6B

€70B

€£60B Feb-22

Jan-o8 €58.08

£€51.8B
€50B

€40B

€30B

Jan-8g
€20B £17.38

Jul-22

€1c.8B
€10B 15

€0B

-€10B

-€20B

-€30B Jan-o1
-£28.5B

1987 1992 1997 2002 2007 2012 2017 2022

© 2022 Bianco Research, L.1.C. All Rights Reserved

Data Source: Bloomberg, Deutsche Bundesbank https://www.biancoresearch.com/

September 29, 2022 Bianco Research L.L.C 40



Russia Gas Flows To Europe
10-Day Moving Average
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The Percent of European Natural Gas Storage Filled
Seasonal Pattern
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More Than A gx Increase To Fill European Natural Gas Storage ... And Counting
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Percent of the Population Using the Internet
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