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Fed's $160B Liquidity Injection: Crisis Prevention or 
Debasement? 
FOMC cut 25bp as expected but shocked by announcing $40B/month T-bill purchases for four 
months ($160B total)—exceeding the $120B injected during 2023 SVB crisis. Yet there's no 
crisis: Gold up from $1,800 to $4,300, S&P from 3,800 to 6,800 since SVB. 
Dot Plot Division: Extreme internal discord. Most dovish (Myron): 2.125% by end-2026 (six 
cuts). Two dissenters opposed December cut. Economic projections optimistic: lower inflation, 
higher growth, stable unemployment—rationale being tariffs won't rise in 2026 and fiscal turns 
pro-growth. 

Market Reaction: Debasement Trades That Stuck 
Day 1: Everything rallied. Days 2-3: Only logical debasement trades persisted—precious metals, 
commodities ex-energy, foreign equities, dollar weakness. Yield curve steepened aggressively; 
bonds sold hard. Message: Avoid duration. 
Liquidity Impact: $160B reduces T-bill supply for money funds/banks. Repo rates will fall but 
unlikely to ignite meaningful levering or animal spirits. Won't drive broad asset appreciation. 

The Rotation: Real Assets Over Promises 
Not Working: Tech punished despite good earnings (ACO example). Duration toxic. 
Reality Check: Non-tech stocks aren't cheap (industrials/banks already bid up). Thesis: real 
asset companies outperform those "promising future revenues that don't exist." 

Investment Positioning 
Avoid: Duration (curve will steepen), concentrated US tech, unhedged dollar exposure 
Own: Foreign equities (VEA), precious metals (primary hedge), select real asset companies, 
commodities ex-energy 
Through Year-End: Foreign equities and precious metals are "Santa's delivery" 

Data Ahead: NFP & CPI Won't Matter 
Fed minds made up—data won't change the "cacophony of opinions." Stale, volatile data 
potentially interrupted by government shutdown. January cut unlikely. Trade data reactions, 
don't reposition on them. 

Bottom Line 
Fed injecting crisis-level liquidity without a crisis signals sustained debasement cycle. 
Administration indifferent to dollar strength. Markets repricing from promises to tangible assets. 
Stock-picker's market requiring active management. Traditional US equity concentration likely 
wrong bet for 2025. Core trade: Anti-dollar through precious metals and foreign equities. 
 


