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➢ US House passes $1.2 trn bill 

➢ US inflation at 30-year high 

➢ Aussie jobs data are more settled 

__________________________________________________________________________________________

At last Joe Biden got his infrastructure bill through 

the House. At $1.2 trn, the bill is a very slimmed 

down version of the original package first floated 

just after his inauguration. It seems needed and 

infrastructure stocks rose on the news. 

But poor old Joe can’t win a trick. Not only has his 

popularity collapsed to 41%, there’s a new catch cry 

around, “Let’s go Brandon”. A TV presenter was 

interviewing a guy called Brandon who’d just won a 

car race in the US. The crowd starting chanting an 

obscenity about Joe Biden. The presenter somehow 

turned this into the crowd chanting “Let’s go 

Brandon”. Now it’s been chanted everywhere and 

used as a polite put down for Joe. And he’s got 

more than three years to go! 

Three separate polls were reported yesterday that 

compared Biden and Trump for 2024. Trump was 

ahead or level in each case! But what is worse is 

that Kamala Harris was a further 10 points behind 

Biden. She’s apparently only given one interview in 

150 days. She won’t get over-exposed at that rate. 

The US wholesale inflation read came in at a 

massive 8.6% on Tuesday night. Its consumer 

variant came on Wednesday night at a 30-year high 

of 6.2% exceeding the 5.9% forecast. 

Bond yields spiked a tad on the CPI number and 

the afternoon 30-year US bond auction was a 

disappointment. Equities sold off – in particular, the 

big tech companies on the Nasdaq. The S&P 500 

recovered somewhat in the last hour of trading and 

followed up with a very strong finish for the week. 

We conjectured last week that having the Fed and 

RBA decisions behind us gave us a clear run to the 

end of the year and beyond. Since rate hikes would 

have no useful effect on energy prices and supply 

chain bottlenecks, there is nothing the Fed can do. 

It is due to start tapering this month so it might have 

second thoughts after the 30-year auction issue. 

The University of Michigan consumer confidence 

survey just reported the lowest reading in 10 years. 

At the same time, over 4 million people left 

employment in the US – the biggest exit on record. 

All is not well in the US but that fiscal stimulus 

keeps pouring in. The infrastructure bill looks live 

and Biden is still working on the bigger, more 

general support package. 

As our exuberance (or mispricing) index shows in 

the chart, we had the S&P 500 over-priced by just 

over 4% at the start of last week. When it gets to 

6%, we start to worry about a correction or 

prolonged sideways movement. We are safe for 

now but it doesn’t look like a buying opportunity. 

Regular readers might recall we bought a geared, 

currency-hedged ETF (GGUS) neat the end of 

September when our index estimated the market to 

be 3% under-priced which gave our investments a 

nice ‘pop’. We’re not expecting too much more from 

Wall Street for a little while. We don’t sell when the 

exuberance index gets to 6% but we do look more 

carefully for possible triggers to set the market off in 

decline. The ASX 200 hasn’t been materially over-

priced for a few months so no worries there. 
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Chart S&P 500 exuberance index (11/11/21) 
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Last 12 months

Our labour force survey results were released on 

Thursday. Still a crazy set of numbers but a little 

more realistic this month. The unemployment rate 

jumped 0.6% points to 5.2% and 46,000 jobs were 

lost. The previous month, jobs fell even more 

sharply but the unemployment rate strangely 

tumbled. About one million hours were lost in the 

latest ABS survey. 

Our 12-month-ahead capital gains forecasts (ASX 

200) have been slipping in recent weeks largely due 

to a gloomier forecast for the Financials sector. 

We’re still thinking of selling our direct domestic 

equities and replacing them with the geared ASX 

200 ETF (GEAR) 

With 90% of the over 16s now fully vaccinated in 

NSW and 80% in Victoria we hope the return to 

normal can continue for a while. We noticed one of 

our old haunts we had lunch in yesterday seemed 

almost back to full capacity. We haven’t felt the 

noise like that for more than a year. 

There is a new drug out (Paxlovid) for treating 

patients with covid-19 which is a lot more effective 

than the one out in Britain. Every little bit helps. So, 

with Pfizer boosters and ‘cures’ becoming available, 

we are more optimistic about the future in Australia. 

Biden is doing what he can to smooth out the 

supply-chain bottlenecks and, hence, inflation. We 

think we will get back to low inflation but not quite 

as soon as we thought a few months ago. Given the 

gains we have made in equities in recent times, we 

can handle a period of more modest gains. 


