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THE FRAUDULENT FED AND THE WEEK AHEAD. 

This is the most important week in January for the Stock Exchanges. Over a third of S&P 500 

corporations will be reporting including the two biggest guns – Microsoft and Apple. Once again, 

any forward guidance, where given, will be more important than actual 4th Quarter results. There 

will also be a number of key data releases on the health of the economy in the 4th Quarter. 

This is a primer for the week ahead. By weekend we will have a clearer view of the US economy and its 

future direction. No doubt, the Wall Street jig will be danced, where results beat expectations bumping 

up shares. It will also be a week where non-GAAP profit headlines blaze. We have already seen this in the 

case of the giant Procter & Gamble. Its operating income was down 4% in nominal terms from $5.38 billion 

in 2021 to $5.17 billion in 2022  (or -7% adjusted for price increases). Its profit margin fell from 27.2% to 

24.7% on sales but this did not distract from the headline announcement that “Diluted net earnings per 

share were $1.66, an increase of 13% versus prior year.” This helped bump up its share price from $157 to 

$163 when announced.  https://www.pginvestor.com/financial-reporting/press-releases/default.aspx  

We can expect more of this in the coming week. 

This week the fraudulent FED meets. Burnt into its soul is the recognition that if prices in the real economy 

rise this will be negative for price rises on the stock markets, but if prices are capped in the real economy 

this will be positive for share prices, but what cannot happen is a simultaneous rise in both real prices and 

share prices. It is one or the other. The FED claims its two commandments are full employment and an 

inflation rate averaging 2% (what used to be the annual increase in productivity). This is a fraud. Its hidden 

agenda since the 2008 financial crash and the introduction to QE has been to enrich the capitalist class 

and through so doing to improve the economy through “trickle sideways”, where consumer expenditures 

are raised by speculators cashing in some of their capital gains. 

I do not believe for a moment that the FED intends to increase interest rates. The proof is in the pudding. 

Why wait till March when inflation is on the up and the highest in decades? This does not make any 

banking sense unless of course the hidden commandment is to protect the largest financial bubble in 

history. Consider the following. By March global stocks could be down between 20 and 40%. Factor in 

suffocating debt together with incomes eroded by inflation and the outlook for demand is dire and with 

it investment. In fact over January and February demand could fall back to 2019 levels, that is by 10%. This 

would deflate prices and stall production, especially when all that constipated inventory stuck in supply 

chains finally docks and is trucked to its final resting place.  

Under these circumstances the FED will have played its cards well. It could announce in March that the 

market is in balance, and it may not be necessary to raise interest rates after all, except perhaps a symbolic 

one to mollify critics and maintain its credibility. No doubt it will use its dot plot to plot a resurgence of 

share prices. I doubt this will work. The FED had no choice but to talk down inflation. By doing so, it 

unavoidably set a process in motion. Much damage will have been done by then. A twenty percent loss in 

share values and property prices globally amounts to more than the annual GDP for the US economy. 

Zombie companies will be folding. Credit and mortgage issuance will have tanked. Cumulatively this will 

amount to more than a mere stumble for the economy, it will be more like a broken leg. 

Much of the fall in share prices has been concentrated in those TECH shares which powered the rise of 

the S&P and Nasdaq. But below the spec line all is rotten and encrusted. Much is revealed in an analysis 
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provided by Wolf Street in a blog on the 18th of January titled: Russell 2000 Drops Below Year Ago Level. 

Not only have the smaller corporations given up all their gains since the pandemic broke out, but they are 

also now below their January 2021 level. In addition he shows that recent IPOs are down an average of 

37% from their 2021 peak. As for the prominent ARK Innovation ETF, it is down an almighty 52% (the tiny 

Lehman in the mine). https://wolfstreet.com/2022/01/18/russell-2000-drops-below-year-ago-level-

collapse-of-ipos-spacs-housing-tech-stocks-arkk-etc-progresses/  

Thus we can define the end game for the share market as that point where the top 10 shares no longer 

prop it up. And the ability of the top 10 shares to do so depends on their outlook for the future. That is 

why this week and next is so important when these corporations report.  

But there is another dimension that needs exploring, and that is the role of passive funds or ETFs which 

track the stock indexes dominated by these large corporations. These passive funds have until now 

outperformed active funds - stock picking – funds based on value measurements and projections. This 

proves you can make more money by not using your brain than by using it, which every speculator should 

emblazon on their T-shirts “Brainless money works”. But this could be ending. The reduction in share 

prices of these leading companies also leads to a drop in their weightings in the index further driving down 

the indexes, just as once upon a time, they caused them to rise.  

The total value of ETFs rose from under half a billion in 2005 to $9.5 trillion towards the end of 2021 equal 

to 18% of all shares listed on the exchanges. After subtracting the inflows to bond ETFs it is likely that 

funds are now flowing out of share ETFs. This is not yet a rout. In March 2021 when the stock market 

plunged by nearly 40% there was no disorderly liquidation of ETFs as feared. This time there are two 

different factors. The valuation of ETFs is much higher, and their response is now to a different interest 

rate environment which is less well managed. If holders of ETFs decide this is as good as it gets and cash 

in their gains, then yes there could be a rout. I have always seen passive ETFs as active time bombs. 

Where there has been already been a rout is in crypto currencies - polluting Ponzi money. The dollar price 

of Bitcoin at the time of writing is down 51% from its November high and down 15% since the start of 

2021. That represents a sudden ‘loss’ of $400 billion for Bitcoin alone. 
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Last year, rumors were swirling around that up to 4 million workers had invested their Covid funds into 

crypto currencies helping drive up the total ‘value’ of these kurrencies to $2.5 trillion. The gains from this 

ill-advised speculation allowed them to raise themselves above the general condition of the working class 

by allowing them to escape work. Recently, analysists were surprised by the sudden rise in unemployment 

claims during January. Could it be that these working class speculators, nursing their losses, have rejoined 

the working class with a bump? Their losses could be the capitalists gain, an enlargement of the reserve 

army of unemployed. 

While a full scale panic is not in evidence yet, hints of panic are emerging. Comrade Chief Executive (CEO) 

Xi of China has expressed his concern about rising interest rates globally which could crash the export 

markets the Chinese economy depends on. Instead he advised they should be doing what the PCB is doing, 

loosening the purse strings to encourage speculation. As I said on Michael Robert’s blog, this spirit of 

internationalism by comrade Xi brought tears to my eyes. “Spivs and speculators of the world UNITE; all 

you have to lose are your fictitious gains”.  

Nor is there capitulation yet. This can best be seen in the ongoing narrow spreads between junk and prime 

bonds. Another factor is stable oil and copper prices. There is a strong narrative percolating in the market 

put out by heavyweights like Bloomberg that this points to a more or less orderly transition to post 

pandemic styles of investing. More specifically investors are taking advantage of changing consumer 

expenditures which are reverting back to services and away from goods. The corporations who will lose 

out are those that benefited from the pandemic and the ones that will gain are the ones who were 

prominent before the pandemic. Hence the turbulent rebalancing in the share markets could be a positive 

because the economy “remains sound and the consumer solid”. Ah, the rarefied comments from those 

standing on million dollar pedestals.  

Except that as we have seen, the underbelly of the market is rancid. We are not talking about a flexible 

economy, but a brittle economy. An economy whose arteries, over the last seven years, have become 

hardened by sugar coated interest rates. We are talking about an economy that eats, breathes, sweats, 

and dreams low interest rates. An economy that has lost its way, which has no bearings, how such an 

economy can adapt, is best left unsaid. It remains an economy haunted by a supersized financial bubble.  

Under these conditions, quantity could turn very quickly into quality. Losses accumulate especially when 

leveraged. Forced selling replaces selective selling. A controlled descent becomes uncontrolled. It just 

needs a trigger. That may come in the next four weeks, especially in the first half of  February when data 

for January is released. Already December retail sales are down 5% from their peak earlier in 2021, itself 

15% above 2019. January could see another 5% fall in sales. Anything is now possible. 

We shall know more by the end of this week. 

 

Brian Green, before Wall Steet opened on 24th January 2022. 

 

  


