
M2 Money Supply vs Recessions
Slight move down to 3.99% -- deceleration should quicken as Fed unwinds.
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QE 1 QE 2 QE 3

Zero Interest Rate Policy (ZIRP)

Recessions occur when the growth rate of the money supply falls below 3.70%.

M2 growth decreased $3billion to $547 billion.

The 6-month rate of change is 2.2% and falling, and 
the 3-month rate of change is 0.99% and falling.



Monetary Base
QE 3 ended Dec 2013. Maybe stocks are falling because the MB is falling.
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Commercial & Industrial Loans Year-over-Year Growth Rate
Growth rate down to 4.77% from 1.60% a year ago. Fading as expected.

©2017 Steven Van Metre Financial

This needs to increase to offset 

higher interest rates and the Fed 

unwinding their balance sheet.



Consumer Loans: Credit Cards
Up slightly to 8.12% ̧ ƻ¸Φ CŜŘΩǎ ǊŜŎŜƴǘ ǊŀǘŜ ƘƛƪŜ ǿƛƭƭ ǎƭƻǿ ǘƘƛǎ ǘǊŀƛƴ ŘƻǿƴΦ
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Federal Reserve Balance Sheet decreased $18 billion for the week.
bŜȄǘ ǳǇ ƛǎ hŎǘƻōŜǊΩǎ Ϸрл ōƛƭƭƛƻƴ ǳƴǿƛƴŘΧ ǎǘŀǊǘƛƴƎ ƴŜȄǘ ǿŜŜƪΦ
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$4.469T

$4.175T



Federal Reserve Balance Sheet ςMortgage-Backed Securities
The Fed has sold off $83 billion in 2018 or less than $10 billion per month.

©2017 Steven Van Metre Financial



Banks deposits up slightly to 2.3% YoY.
/ƻƴǎǳƳŜǊǎ ŀǊŜƴΩǘ ƛƴ ŀ Ǉƻǎƛǘƛƻƴ ǘƻ ǿŜŀǘƘŜǊ ŀƴ ŜŎƻƴƻƳƛŎ ŘƻǿƴǘǳǊƴΦ
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Treasury Securities at Commercial Banks
Bank holdings fell $7 billion last week. Are these shares being borrowed?
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10-Year Treasury Yields vs Monetary Base
Yields respond to changes in the Monetary Base (i.e. QE 1-3)
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QE 1

QE 2

QE 3
QT ?



10-Year Treasury Yields vs Monetary Base
LǘΩǎ ŜŀǎƛŜǊ ǘƻ ǎŜŜ ȊƻƻƳŜŘ ƛƴΧ нллу-2013. QE = higher Treasury yields.

©2017 Steven Van Metre Financial

QE 1
QE 2

QE 3



10-Year Treasury Yields vs Monetary Base
If not for the speculators, yields should be around 1.6%.
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QE 3

QT ?



This is just the speculative futuresshort positioning.
The next slide has all known shorts included.
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¢ƘŜ ƭŀǊƎŜǎǘ ¢ǊŜŀǎǳǊȅ ǎǇŜŎǳƭŀǘƛǾŜ ǎƘƻǊǘ ǇƻǎƛǘƛƻƴƛƴƎ ƛƴ ƘƛǎǘƻǊȅΧ ōȅ 
more than double! Sellers have been overwhelming buyers.
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"Cash allocations have fallen to either a record low, a cycle low, or the lowest point since the dot 
com bubble (depending which metric you look at)." *cash allocations are at rock bottom*
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Charles Schwab reported cash levels in client accounts are at record 
low levels. This will cause investors to sell into any market downturn.
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South Korean export growth, which is a leading indicator 
for global Earnings Per Share, just turned negative.
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South Korean export growth came in at -8.2% YoY, 
indicating global EPS depression may be on the horizon.
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