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➢ RBA ends yield curve control 

➢ Fed starts tapering 

➢ US jobs strong 

__________________________________________________________________________________________

Last week reminded us of the 1966 hit, “I fought 

the law, and the law won” by Bobby Fuller. Well 

bond vigilantes took on the central banks and lost. 

Neither Jay Powell nor Philip Lowe flinched as they 

reported on their board meetings this week. Good 

on them! 

The RBA kept rates on hold, kept QE going (at least 

until February) but ended the game of trying to keep 

the three-year yield around 0.1%. The markets took 

them on the week before so there was no point in 

trying to be helpful. They didn’t mention when rate 

hikes would start; they omitted mention of 2024. 

We think that will be good for our market for quite a 

few months. The vigilantes won’t try again any time 

soon. Phil Lowe did his job well. 

The Fed announced the start of tapering at its 

FOMC as was widely predicted at $US15bn per 

month until the middle of next year – unless they 

feel like pausing it (cute). Again, no hint of hikes. 

Everyone knows inflation is a bit higher because of 

the energy crisis and supply-chain bottlenecks. No 

rate hike would ever have any impact on those 

causes. We agree inflation will float back to normal 

levels without any help from the Fed when the world 

sorts out covid impacts. 

Canada started its tapering and accelerated its 

potential rate hiking cycle. Perhaps they didn’t get 

the memo! The Czech central banks went a big leap 

further; they put in the biggest rate rise in 24 years. 

There’s no point in mucking around, is there? 

The US nonfarm payrolls data have disappointed 

the consensus for a few months. Last night, the 

October report came in at a big beat: 531k jobs 

against an expected 450k, unemployment at 4.6% 

was a pandemic era low and wages were up 0.4% 

on the month or 4.9% on the year. These numbers 

are not strong enough to unsettle the Fed but they 

do put that slack period behind us.  

Readers might recall we got a big unexpected 

dividend payment in our SMSF on July 1 from a 

hedged ETF (about 17%). We started to plan what 

to do with the cash. On August 2nd we did our 

regular 6-monthly rebalance of our direct domestic 

share portfolio but left a lot more cash on the table 

in the process. There was too much uncertainty 

around with our lockdowns and the broader covid 

problems. More importantly, we are finding it 

unusually difficult to pick the next trend of style (eg 

growth, value, momentum, etc). After seven years 

of documented outperformance in direct shares, we 

are pulling the pin until the dust settles. 

We decided to go with timing the market with our 

exuberance measures (see www.woodhall.com.au) 

and buying internally geared ETFs. The theory goes 

that when you gear, you trade portfolio risk (ie stock 

picking) for gearing risk. We’ve done it before and it 

worked beautifully. 

We (naturally) dollar cost averaged into the pull 

back as the market got sufficiently cheap by our 

measure. The dots in the chart show where we 

bought. Please see archived past Weeklys from 

http://www.woodhall.com.au/
http://www.woodhall.com.au/
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September 21st onwards available on the website 

for more details of the purchases. 

We have already made a capital gain of 11.0% in 

just over a month. That’s due a combination of 

market timing and gearing. We’re taught not to try 

and time the market but we grew up in the sixties. 

We don’t listen to grown-ups! 

The road ahead looks a little more certain with the 

central-bank-genie-back-in-the-bottle. Rate hikes 

chatter looks like being off the radar for a while. We 

think we just have future lockdowns to worry about. 

Not a little risk but it should build up slowly if, 

indeed, it does to become an issue. Perhaps a 

Santa rally might get under way! Even us old folk 

might party like it’s 1999. Shame Prince isn’t still 

around. 

Chart: Geared strategy off to a great start! 
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Note: GEAR is the Betashares geared ETF following the ASX 200; 

GGUS is the Betshares geared and currency-hedged ETF 

following the S&P 500. The share purchases were not all equal. 

The starting buy allocation to GEAR was 45%. 

The next chart shows that we are just ahead of our 

very aggressive January 1st forecasts (4,690) 

compared against even the most bullish forecasts 

(4,400) that we found and the consensus average 

(4,150). Of course, if the index hits the top dotted 

line (forecast high for the year made Jan 1), we 

might take some evasive action (but maybe we 

won’t – more later)! There’s a paper on our website 

describing how we do this and our track record.  

The ASX 200 is a little behind our forecast but it is 

starting to climb back up. More on that later, too! 

Last week marked the start of our journey posting 

our market views on Linkedin. We were very 

pleased with the response (if we are reading the 

statistics properly). It will be interesting to see if that 

turns out to be the peak or the start of something 

even bigger! 

 

Chart: S&P 500 with consensus panel and 

Woodhall forecasts 
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Note: The upper and lower dotted lines are the forecast highs and 

lows for the year made on January 1st 2021. 

For those of you who don’t know anything about us 

(it was wonderful to see so many familiar names 

and faces in the ‘follower’ section. Reminders of 

some very, very happy days with a sprinkling of not-

so-good ones for balance!) here’s a quick snapshot. 

Because we work as professional investment 

advisers (and managing our own assets) we need 

to do a lot of research to have a firm basis for our 

opinion. Our style also includes some massively 

advanced statistics and computer programming 

(decades of academic and business activity behind 

us).  

We find writing this document ‘keeps us honest’. It 

is easy to pretend one has thought something 

through but then find – when you actually try to 

write it down – the argument lacks detail or logic. 

This risk check then becomes almost a free good to 

share with any interested readers. We sincerely 

hope some people will get some benefit from a 

quick read (and the background information on our 

website). If not, we’re going to write it anyway for 

our own benefit. 

We are trying to learn how best to adapt to the 

Linkedin style. We are thinking short is very good 

and an investment idea thrown in is even better. Of 

course, you are welcome to make comments if you 

would like to see some changes. We’ve been 

putting this note out every Saturday morning – 

usually between 8 and 10 when we have data from 

the overnight/week US close. We do not intend to 

charge for this (or any related effort) note and we do 

not have any undisclosed sponsors. Happy reading. 

 

 

 


