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DISCLAIMER
This content has been preparedby Hedgeye Risk Management,LLC (“Hedgeye”) and is presented for informationalpurposes only. 
Hedgeye is not a broker dealerand does not provide investment adviceto individuals.None of the information containedherein 
constitutesan offer to sell, or a solicitationof an offer to buy any security or investmentvehicle, nor does it constitute an
investment recommendationor legal, tax, accounting, or investment advice by Hedgeye or any of its employees, officers, agents, or 
guests. This informationis presented without regard for individual investment preferences or risk parameters and is general, non-
tailored, non-specificinformation. This content is based on informationfrom sources believedto be reliable. Hedgeyeis not 
responsible for errors, inaccuracies,or omissions of information. The opinions and conclusions containedin this reportare those
of the individualexpressing those opinions or conclusions and are intendedsolely for the use of Hedgeye’ssubscribers and the 
authorizedrecipientsof the content. The opinions of HedgeyeTV guests are not the opinions of Hedgeye. Hedgeyeis not responsible 
for the opinions of their guests or the content or informationthey may provide.

All investments entail a certaindegree of risk and financialinstrument pricescan fluctuate based on several factors,
including those not consideredin the preparationof the content. Consult your financialprofessional before investing.

TERMS OF USE

The informationcontainedherein is protected by United States and foreign copyright laws and is intended solely for the use of
its authorizedrecipient;there is a fee associatedwithaccess to this report. Accessmust be provideddirectlyby
Hedgeye. Redistributionor republicationof the content is strictlyprohibited. By joining this call or possessing these
materials, you agree to these terms and HedgeyeTerms of Service. For more detail,please refer to the Terms of Service
at https://www.hedgeye.com/terms_of_service
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Please submit questions* to

qa@hedgeye.com

*Answered at the end of the call
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US CDS is going vertical ahead of the looming debt ceiling showdown. 

In Late March, We Showed The Below Chart
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US CDS is going vertical ahead of the looming debt ceiling showdown.

Same Chart, Today: The Mother Of All Credit Events: US CDS
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The S&P 500 lost close to 20% of its value in the 4mo window from April to August 2011 amid the last 
debt ceiling showdown. The ongoing rise in US CDS was the reference entity to track.

The Debt Ceiling Showdown of 2011
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The Fed is losing money hand over fist with ~$8T in low-yielding, fixed-rate securities funding ~$8T in high-cost, 
short-term liabilities. The Central Bank has swung from ~$90B/yr profit to losses of $42B since September.

The Regional Banks Aren’t The Only Ones Underwater

“Earnings Remittances Due to the U.S. 
Treasury” is a Liability on the Fed’s 
Balance Sheet.

When the Fed starts losing money, the 
losses accrue negatively and become a 
negative liability, or a deferred asset.

Therefore, when the Fed becomes 
profitable in the future, it must first 
overcome its cumulative historical losses 
before resuming remittances to the 
Treasury.

Between 2020 and 2022, the 
Treasury received an average of 
$90B/Year in Remittances from 
the Fed. In other words, the Fed 
funded ~$90B/year in Govt 
spending.

Since September 2022, however, 
the Treasury has lost $42b due to 
the Fed’s unprofitability.
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For more information, contact us at:
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support@hedgeye.com
(203) 562-6500
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