
Central Banks Are Now Market Makers:

Monetary Policy

The most misused wordage in finance 
and wealth management is the term 
“conservative” – wherein when Communist 
China proclaims, social “Harmony”, they 
really mean unruliness and when the 
United States lauds, “Liberty” and related 
freedoms, they in practice mean subjugation 
and civil repression – so too that when an 
individual or body polity verbalise their 
conservativeness, they are in fact actually 
saying the exact opposite – that they are 
in truth radical, or worse yet, they have no 
idea what they are doing and wish to deflect 
attention to that fact. 

So, it becomes material that the 
asseveration that developed market Central 
Banks are tilting towards conservative 
measures to buttress the lacerations of the 
Great Corona Crisis (GCC), should raise the 
spectre of deep concern, given that it has 
become evident that they are in actuality 
becoming State-led equity, credit, debt and 
cash, Market Makers – one to two iterations 
away from outright market nationalisation.

Cite:- Bad New Days Of Big Government, 
16 May 2015

Cite:- A Sober Eye To The Realities Of 
Our Global Boomcrash Opera, 9 August 
2014

Private sector Market Makers play an 
instrumental role and continue to do so 
with good reason – they are public market 
specialists, who are highly regulated but 
are given prescribed flexibilities to actively 
quote two-sided markets in a range of 
securities or publicly quoted instruments 
with the primary intention of ensuring 
those markets maintain liquidity, minimise 
latency and most importantly of all, 
expediate the Price Discovery mechanism. 

Evidenced by the unprecedented boon in 
stock, fixed income (credit and bonds) and 
even gold bullion proxies, the increasingly 
active backstop that perennial central bank 
intervention is putatively having on free 
markets is a jump condition [Rankine–
Hugoniot condition] towards State-led 
Capitalism.

Cite:- The Inexorable Effect Of 
Unconventional Monetary Experiments On 
Equity And Bond Prices, Q3 2020

Cite:- Australian REPO Operations, 
March 2020, 22 March 2020

Cite:- Cheating, On Cheating, On 
Cheating, 13 March 2020

In a peculiar timeline of events, it 

was actually the up-and-until-now 
‘conservative’ Reserve Bank of Australia 
(RBA), whom leapfrogged to radicalism 
by entering the money printing race-to-
the-bottom late but in so doing, enacted 
Abenomics-era, Yield Curve Controls, 
or YCC’s, stapling the 3-year Australian 
Government Bond (AGB’s) yield to a 
prescribed 0.25% line.

Cite:- Australia Begins Quantitative 
Easing, 17 March 2020

This stepchange surprised the self-
anointed ‘conservatives’ on the US Federal 
Reserve’s, Federal Open Market Committee, 
or FOMC, whom, quickly went to work 
parroting akin operations, they currently 
dub, “Yield Caps or Targets” or YCT.   

The Australian 3-year AGB yield fell 
to around the 0.25% target in the days 
following the introduction of YCC and has 
remained firmly anchored around this level 
since, while RBA asset purchases have fallen 
sharply.

 

The Australian experience suggests 
that YCC is simple to implement and 
complements outcome-based forward 
guidance and regular asset purchases, 
which the US Federal Reserve prided itself 
in leading.

Cite:- ‘End The Fed’, 24 September 2019
Cite:- Bloomberg Kathleen Hays & 

Stirling Larkin Discuss Global Rally 
Leading Up To 2020 US Elections, 26 
November 2019

Cite:- Truth Stranger Than Fiction As 
Yellen Sounds Death Knell For Economy, 19 
September 2015

Cite:- Surviving The US Federal 
Reserve’s Monetary Policy Rollercoaster, 
21 March 2015

In response to Australia’s RBA 
outflanking, the FOMC announced within 
their June minutes, their intention to 
provide greater clarity “in coming months”, 
however to outpace RBA Governor Lowe, 
the minutes also flagged that, “a number of 
participants spoke favorably (sic) of forward 
guidance tied to inflation outcomes that 

could possibly entail a modest temporary 
overshooting of the Committee’s longer-
run inflation goal but where inflation 
fluctuations would be centered (sic) on 2 
percent over time”.

It did not therefore come as a surprise 
to hear from US Federal Governor Lael 
Brainard earlier in July, “with inflation 
exhibiting low sensitivity to labor (sic) 
market tightness, policy should not pre-
emptively withdraw support based on a 
historically steeper Phillips curve that is 
not currently in evidence”.

Virtue signalling their intent to 
re-establish their radical lead in the 
unconventional monetary experimental 
race, the FOMC is indicating that they will 
not just emphasise actual inflation over 
forecasted inflation but will also attempt 
to push the inflation rate above their two 
percent target. 

Cite:- When The Prices Are Not Right, 11 
April 2015

Cite:- Let History Lead To Brighter 
Future, 18 October 2014

The FOMC’s established Phillips 
Curve approach to forecasting inflation 
– which relies on the theory that inflation 
accelerates as unemployment falls – is being 
retired for State-led inflation operations 
and equity, credit, debt and cash market, 
Market Making. 

Cite:- Intervention Can Distort The 
Markets, 5 September 2015

Cite:- Bloomberg Rishaad Salamat & 
Stirling Larkin Discuss Powell Brings 
Business As Usual, 27 November 2017

In mathematics, a torus surrounds a 
circular system but doesn’t touch the 
surface of the circumference itself, creating 
a shape referred to as a torus of revolution – 
underlying economies and financial markets 
that overlay these circulate naturally 
around such trigonometric functions but 
when distorted to such a degree as that for 
which we are all approaching globally, they 
risk entangling into what’s referred to as a 
torus knot, easily conceptualised as a black-
hole like puncture through the surface of an 
unknotted torus.

Central Bank overreach is nearing an 
event horizon, a point at which efforts to 
reverse the gravitational pull of the Zero 
Lower Bound, or ZLB, will be impossible to 
escape. This radical race to the bottom is 
anything but “conservative”.
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Reshaping The Global Economy From A Torus Revolution Towards A Torus Knot
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