
FOMC Impact So Far: Nikkei -725 Points, Dow -570 
Points
~ ~ ~ ~ ~ ~

A Reminder On Market-Wide Circuit Breakers: A 7%+ 
Market Drop Is Needed To Halt Trading
As a quick reminder, the old marketwide circuit-breaker system where a drop of over 2,400 points in 
the DJIA was needed to close the market after 2 pm no longer exists. Instead, the SEC revised its 
market-wide circuit breakers as follows...

~ ~ ~ ~ 

~ ~ ~ ~ ~
Financial Market Russian Roulette

Neither the ending nor its timing can be forecast with any accuracy. Markets 
may continue higher as this drama plays out with future Fed announcements and 
deceptions. Markets, however, cannot levitate forever. Eventually they coincide 
with reality, which in this case probably means another major market correction. 
Continuation and expansion of Fed liquidity may hold markets up or even drive 
them much higher. At some point the entire scheme crashes, probably when 
enough people recognize that the greater fool theory is in danger of exhausting 
the quantity of fools. All Ponzi schemes have limits. Participating in these 
markets is akin to playing a version of Russian roulette. If the chamber is 
empty, you make money. If not, you financially die.
~~~~~

 Artificial Abundance, Moral Hazard And The Fed's 
Doomsday Machine
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The Fed has created a Doomsday Machine. The Fed has nurtured moral 
hazard in every sector of the economy by unleashing an abundance of cheap 
credit and low interest mortgages; the implicit promise of "you can't lose because 
we have your back" has been extended from stocks to bonds (i.e. the explicit 
promise the Fed will keep rates near-zero forever) and real estate. An abundance 
based on the central bank spewing trillions of dollars of cheap credit and free 
money (quantitative easing) is artificial, and it has generated systemic moral 
hazard. This is a Doomsday Machine because the Fed cannot possibly backstop 
tens of trillions of dollars of bad bets on stocks, bonds and real estate. Its power 
is as illusory as the abundance it conjured. This loss of faith in key institutions 
cannot be fixed with more cheap credit or subsidized mortgages; 
delegitimization triggers a fatal decoherence in the entire Status Quo.

~ ~ ~ ~ ~ ~
More To ComE

We have long held the opinion that the markets, all of them, have been 
buoyed by what the Fed and the other central banks have done which was to 
pump a massive amount of money into the system. There are various ways to 
count this but about $16 trillion is my estimation. The economy in America has 
been flat-lining while the economies in Europe have been red-lining and while 
China has claimed growth their numbers did not add up and could not be 
believed. In other words, the economic fundamentals were not supporting 
the lofty levels of the markets which had rested upon one thing and one 
thing alone which was liquidity. Yesterday was the first day of the reversal. 
There will be more days to come.

~ ~ ~ ~
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Liquidation Wave Sweeps Globe In Bernanke 
Aftermath
Submitted by Tyler Durden on 06/20/2013 - 07:03
The global liquidation wave started with Bernanke's statement yesterday, which 
was interpreted far more hawkishly than any of his previous public appearances, 
even though the Fed had been warning for months about the taper. Still, markets 
were shocked, shocked. Then it moved to Japan, where for the first time in 
months, the USDJPY and the Nikkei diverged, and despite the strong dollar, the 
Nikkei slumped 1.74%. Then, China was swept under, following the weakest 
HSBC flash manufacturing PMI print even as the PBOC continued to not help a 
liquidity-starved banking sector, leading to the overnight repo rate briefly touching 
on an unprecedented 25%, and locking up the entire interbank market, sending 
the Shanghai Composite down nearly 3% as China is on its way to going red for 
the year. Then, India got hit, with the rupee plunging to a record low against the 
dollar and the bond market briefly being halted limit down. Then moving to 
Europe, market after market opened and promptly slid deep into the red, despite 
a services and mfg PMI which both beat expectations modestly (48.6 vs 47.5 
exp., 48.9 vs 48.1 exp) while German manufacturing weakened. This didn't 
matter to either stocks or bond markets, as peripheral bond yields promptly 
soared as the unwind of the carry trade is facing complacent bond fund 
managers in the face. And of course, the selling has now shifted to the US-
premarket session where equity futures have seen better days. In short: a 
bloodbath.

~ ~ ~ ~ ~ ~

Stocks Plunge As IMF Tells Greece To Plug Holes Or It Pulls 
The Plug
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As we warned earlier in the week, Greece is notably missing its Troika goals and the issue just 
became a lot more critical. As The FT reports, the IMF is preparing to suspend aid payments to 
Greece over what it claims is a EUR 3-4 billion shortfall that has opened up. Between 
healthcare budget shortfalls, central banks refusing to roll-over Greek bonds, and amid signs that 
even the scaled-back privatization plans that Athens had agreed to being behind schedule, the IMF - 
following its own admissions of mistakes in the Greek bailout, has warned EU officials the shortfall 
will require it to stop aid payments by the end of July. The equity market is already reacting (as is 
EURJPY - EUR weakness against the big carry pair) to this re-awakening of EU event risk (and the 
awkward timing with Merkel's election so close) - with the Fed's comfort blanket somewhat 
removed.

Whistleblower Forces China To Come Clean Over 
Data Manipulation
Submitted by Tyler Durden on 06/19/2013 - 12:58

It seems yet another conspiracy theory has become conspiracy fact thanks 
to a Chinese whistleblower. While the shrodinger-like nature of Chinese data 
has been keeping the market guessing for the last few years, the disconnects 
between hard-data (e.g. electricity production) and government-supplied surveys 
have been, at times, ridiculous (leaving aside the un-manipulated craziness of 
arbitrage-driven trade data). As the WSJ's China Real-time reports, in an unusual 
move, the National Bureau of Statistics – clearly frustrated with the lies, damn 
lies – has recently outed a local government it says was involved in a 
particularly egregious case of number fudging, providing rare insight into just 
how we’re being deceived.
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