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➢ Aussie inflation creeps back 

➢ US Q3 growth misses 

➢ US big tech struggles 

__________________________________________________________________________________________

10th Anniversary Edition 

We never considered 10 years ago whether or not 

we would be putting this weekly note out close to 

520 times (we missed two or three postings when 

we were in hospital full of pain-killers!). Where will 

be in another 10 years? Who knows – but we plan 

to carry on for the moment? 

We have axed all of the regular sections as our 

feedback was that most people at best skimmed 

over them. We continue to do the analysis but we 

will only report on these statistics when we have a 

special point to make. 

We have certainly witnessed some ‘events’ over 

that decade: Europe’s debt crisis; a possible Grexit; 

US debt ceiling crisis and ratings’ downgrade; taper 

tantrums; China stock market meltdown; Brexit; 

COVID-19 pandemic and recession – and all of the 

rest! 

Since that first issue, the ASX 200 has risen 68.2% 

while the S&P 500 rose 257.7%! With dividends 

included (assuming re-investment), the growths are 

156.6% and 333.1% which, at annualised rates 

become 9.9% and 15.9% pa, respectively. 

With the prospect of the end of QE and interest rate 

hikes, those returns might not be matched in the 

next 10 years. We might have to be more 

resourceful! We relish the challenges. 

We’ve had a pretty big week for data but next week 

promises to be even more exciting. The RBA board 

will meet on Melbourne Cup Day and the Fed meets 

on Tuesday and Wednesday with its massively 

anticipated decision on tapering and rate hikes to 

follow. To top it all off, the US nonfarm payrolls will 

come out on Friday night. Will it be another mixed 

report? 

The way things are going, we also wonder how 

many flip flops there will be over the need to be 

vaxxed at the Australian Tennis Open. 

Mid-week, the latest Australian CPI inflation read 

was posted. The RBA prefers the ‘trimmed mean’ 

measure of inflation as it chops off unusual and 

volatile items. The bank’s target range is 2% to 3% 

and 1.8% was expected for last quarter. For over 

five years, inflation was always below the range but 

there wasn’t much left for the bank to do – it had 

already taken rates down from 2% to close to zero 

over the period. 

There was much surprise – and some dismay – 

when the trimmed mean came in at 2.1%. Instead 

of jubilation, people started calling for rate hikes 

sooner than the bank’s planned 2024 kick off. 

The headline rate came in at 3.0%, or 0.8% for the 

quarter. Even with the surge in energy prices that is 

excluded from the trimmed mean calculations, 

inflation didn’t climb out above the range. Bond 

yields are certainly swirling in anticipation. The RBA 

has been engaged in QE to try and keep the three-

year yield close to 0.1%. It was losing the struggle 

so gave up on QE. Yesterday the three-year 

rocketed up to 1.219% and the ten to 2.09% (while 

the US 10 stayed around 1.5%). So, what will the 
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bank announce on Tuesday as ladies parade under 

their fascinators in Melbourne? 

There is no doubt that there have been at least a 

couple of reasons for the global blip in inflation: 

rising global energy costs; and supply chain bottle-

necks. Neither would vanish because of a hike in 

the RBA lending rate so Phil Lowe and his mates 

should sip on that champagne and do nothing else.  

We are already expecting a possible negative 

quarter of growth in Q3. Do we want the bank to 

crucify the economy? 

The US Fed will deliberate on Tuesday and 

Wednesday. It, too, got an inflation shock. The 

latest headline rate was 4.4% or the highest since 

1991. The core read was 3.6% and the same as in 

August but that too is at a 30 year high. 

The CME Fedwatch tool for measuring expected 

rate hikes in the US has been dusted off. The tool 

now expects two or three hikes next year even 

though the start of tapering has not yet been 

announced and it certainly isn’t behind us. Again, a 

Fed rate hike would do nothing to lower inflation 

even though those naïve first year economic texts 

don’t do much to teach the reader how rate hikes 

actually work in practice. 

To top it off, US Q3 GDP growth came in at 2.0% 

for the year which was well below the expected 

range of 2.75% to 3%. Perhaps millennials are 

getting bored and want some action whatever the 

cost. Afterall, the Robinhood share price took a 

beating during the week. 

We shouldn’t ignore, though, the recent hike in the 

NZ official rate or Canada’s imminent end to 

tapering and a subsequent rate hike – but neither 

should we follow them. 

The US Q3 earnings season has thrown up some 

interesting results. CNBC reported that of the first 

38% of companies reporting, 83% beat earnings 

expectations and 79% beat revenue expectations. 

Then came the big Apple and Amazon misses (it 

seems joy-rides to the edge of space do nothing 

useful or help the bottom line). And Facebook 

changed its name to Meta to distance itself from the 

bad press (oops – it was because they are moving 

towards the metaverse – sure!). Metaverse isn’t in 

our dictionary but it was first mentioned in a 1992 

sci-fi book. 

In spite of some new highs on Wall Street this 

week, some big tech stocks took a tumble. Cathie 

Wood’s ARKK fund based on tech stock picking 

isn’t replicating last year’s great year. ARKK is 

down on the year-to-date while the S&P 500 and 

Nasdaq are each up over 20% in the same period. 

Perhaps she will send out some doves to look for 

land? 

All of these little squabbles aren’t piquing our 

interest as much as the re-opening of economies 

after covid. What intrigues us is the very different 

profile in daily infection rates in the US and the UK. 

Both rose sharply and peaked a month or two ago. 

Since then, the US rate has fallen to about half of its 

recent peak level. The UK rate also fell at first but 

then bounced back up and is either plateauing or 

possibly rising again. 

There is now talk in the UK press that a new 

lockdown might be necessary in Britain – possibly 

over Christmas. There are about 400% more people 

in the US than the UK but the infection rate is only 

50% higher in the US. The reason for this 

disconnect intrigues us. There are many possible 

explanations but two seem worth exploring.  

The first is that the UK has a been hit hard by the 

delta-plus variant of covid-19. The US has reported 

it in at least five states – so what next? We have 

had just one case so far but it has turned up in over 

30 countries. A UK health person stated that ‘plus’ 

spread 17% faster than the vanilla delta variant. 

That doesn’t sound a lot to us but, if it is, the US will 

soon be in trouble again as the plus variant 

spreads. And, we can’t avoid it. 

A second possibility is due to the difference in 

vaccines. The US has not used AZ at all – it is not 

even approved. The UK, like us, based its big push 

on using AZ including delaying the second dose for 

12 weeks in many cases. 

We have maintained throughout this debate that the 

hard evidence suggests AZ is much less effective 

than the Pfizer and Moderna vaccines. If this is a 

material cause for the US-UK difference, we are in 

trouble on this count too. Australia, US and UK all 

now have high vaccination rates. We need good 

leadership to explain these differences with good 

data and not comments such as ‘it seems like …’ 

that we have been fed on to date. 

Australia is about to open up international travel (at 

last) but only doubly vaccinated seem to get 

through immigration without also passing through 

quarantine (unless you are an ace tennis player but 

that decision changes as quickly as a tennis ball 

passes over the net). However, the fine print from 

some health official was reported to state that two 

jabs from different vaccines doesn’t cut the mustard 

for escaping quarantine. 
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It wasn’t so long ago that so-called experts were 

extolling the virtues of mixing and matching – and 

about waiting 12 weeks for the second AZ jab rather 

than the four-week gap in the clinical trials. Now this 

health person is saying there isn’t enough data on 

mixing vaccines to let them in. We agree but there 

is not less data now than before when it was 

proffered! Caught out by your own flip-flops? 

And as to the 12-week gap – the tune has also 

changed on that. The booster in Australia is to be 

Pfizer even if you had a double AZ vaccination. And 

another (or was it the same) health official tells 

people who ‘fast-tracked’ the AZ doses to 6 or even 

4 weeks should not delay in getting a Pfizer booster 

after six months. 

You may recall that we reported that BoJo went to 

12 weeks from 4 with AZ so as to spread the 

vaccine round while there was a shortage of 

vaccine. ScoMo went along with it. We didn’t drop 

from 12 to 6 or 4 weeks to fast track – we were just 

getting back on track as supplies became available. 

And if AZ and Pfizer are just as good as each other 

(as we were repeatedly told against the actual 

evidence) – and mixing vaccines doesn’t have 

much data to go with it, why don’t we have a third 

AZ shot instead? 

Poor old Gladys is under the spotlight for pork-

barrelling but we need a spotlight to detect porkies 

in the vaccine debate. We do not know what is best 

for people but someone should find out and tell us 

the truth. And show us the numbers – not just “it 

seems like”. Biden wanted us to follow the science. 

‘Seems’ isn’t a proper conclusion in science. 

We think there is a significant chance that our 

economy will only muddle through while restrictions 

in our movements are monitored and possibly 

enforced. It was not enough to get an impressive 

vaccination rate – as Australia now has. That false 

dawn flagged 12 months ago was probably only to 

keep up our spirits. We think there is a good chance 

there are still problems ahead with covid. We will 

never defeat it. We can only learn to live with it (and 

not hide in our living rooms). 

We are still optimistic about both the ASX 200 and 

the S&P 500 but future gains might be more modest 

for both. Our expectations for both over the next 12 

months are between 6% and 7%. With dividends 

and, in some cases, franking credits added in, cash 

and bonds are not viable alternatives – except of 

course for a little nest egg to see us through bad 

times. 

So, what about the little sell-off yesterday on the 

ASX 200? It wasn’t replicated overnight on Wall 

Street and SPI futures for Monday’s open are up 

0.85%. 

It is a normal part of market behaviour for indexes 

not to travel in straight lines. We still have some 

cash to exploit any dips caused by overly sensitive 

investors who choose to run for cover. 

We plan to post this Weekly on our website and test 

whether we can successfully also post it on 

Linkedin. If we can, that will probably be the new 

way to go. 

 

 

 


