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➢ US inflation still high 

➢ Aussie retail sales jump 

➢ New covid variant frightens the horses 

__________________________________________________________________________________________

Two days after writing we had our ‘foot on the gas’, 

while Buffett reportedly was taking some stocks to 

cash, we sold all of our direct equities! No, we 

weren’t doing an Elon, we just took the chance to 

replace all of our direct Aussie equities with a 

geared ETF that is linked to the ASX 200. That’s 

aggressive! 

It felt good to have less paperwork going forward 

but, more importantly, these aren’t the times of 

trying to second guess which sectors will do better 

with all that is going on. 

After selling, BHP and RIO did well but the MQG, 

SUN and WBC did badly. On balance, by Thursday, 

our new geared equities were slightly ahead of what 

we would have been holding had we not sold. The 

idea wasn’t to sell for a quick trading profit – rather, 

we were swapping portfolio risk for gearing risk. 

Friday was another story but we’ll circle back to that 

one. 

Biden went for nominating Powell for a second term 

rather than switch horses for Lael Brainard. It was 

said that the latter was more of a dove. We agree 

with continuity at this point. Lael is young enough to 

take a run at it again in four years and Powell has 

been doing a very good job. There was no real 

reason to change. 

The Fed’s preferred core PCE inflation gauge came 

out in the middle of the week. There are so many 

different variants of inflation measures each month 

that it’s easy to think the blip is lasting longer than it 

really has. 

The core PCE read was 4.0% and the unadjusted 

read was 5.0%. Oil prices have been coming down 

and some of the supply-chain blockages are going 

away. And, as we keep writing, hiking rates would 

do nothing to reduce those inflation causes. 

There are also a few wages pressures. Some of 

them are due to people not wanting to go back to 

work. One bank is switching to a four-day week 

without a pay cut. There is a rumour that the young 

folk still want to work those four days from home 

with their mums bringing them breakfast in bed to 

ease the pain of having to work. Prince Harry is still 

stinging from his daddy ‘cutting him off’ his pocket 

money at 36. 

Back at home, Aussie retail sales came in at +4.9% 

for the month or 5.2% over the year. Not bad and 

our GDP number is due to land on December 1st. 

Everyone knows it is going to be bad (actually very 

bad – like around 3% down just for the quarter) but 

that probably won’t stop the market selling off a bit. 

A buying opportunity? We still have plenty of cash 

to deploy and the long-run future looks good. It’s 

just these pesky inflation worries that are 

misunderstood keep coming around. 

But, getting back to yesterday, there was a big sell-

off. At first it seemed it might just be related to there 

having been no lead from Wall Street owing to the 

Thanksgiving Day holiday in the US. But then the 

slide grew in strength and a new covid strain was 

being blamed.  

Austria shut down again over a week ago and the 

US had just put Germany and Denmark on a ‘no fly’ 
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list because of their record numbers getting 

infected. It was also reported that an unvaccinated 

man went to a ‘covid party’ in Northern Italy to try 

and get infected. It was reported that if he did get 

infected and recovered, he could avoid being 

vaccinated for another six months without 

restrictions. 

The downside was that he died and it was reported 

that it is illegal to do what he did. The news article 

wasn’t clear whether it was the specific party that 

was illegal or the more general stupidity. But it does 

go to show how hard it is to get all people to deal 

with the pandemic in a responsible fashion. 

The problem got worse over Thursday night 

because reports started to come in that a new covid 

variant – being labelled omicron by WHO – was 

spotted in South Africa and adjoining countries. It 

had 30 mutations which reportedly makes it even 

more of a problem. Apparently, there were less than 

100 cases diagnosed so that market was getting in 

quickly when it dropped yesterday. The US added 

six Southern African countries to the ‘no fly’ list. 

People seem to have stopped referring to delta-plus 

(or is delta-plus the new delta in line with 40th 

birthdays now being the new 30th?) And didn’t delta 

come from South Africa? Mu got a run from 

Colombia in January and seemed to peak around 

August. No one seems to talk about that one 

anymore either. 

The ASX 200 was down 128 points yesterday or 

-1.73%. Of course, our geared ETFs took a much 

bigger hit but they will bounce back more strongly – 

unless the world ends (but we won’t need any 

money). 

Performance of the new geared ETF portfolio 

against the direct equities 
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Since Wall Street was coming off Thanksgiving 

overnight – and they have only a half day of thin 

trading on ‘Black Friday’ – the S&P 500 took a nose 

dive. It was down over 100 points for the worst day 

of the year; that’s about 2.25% down. 

Oil fell like a stone too. The US WTI price fell by 

13% and Brent oil fell 10%. That should help 

inflation come down in the near future. Every cloud 

has a … 

But our prize for pluckiness this week goes to the 

Reserve Bank of New Zealand. It hiked rates for the 

second time in this cycle – the first central bank in 

the developed world to do so. Hang on, the All 

Blacks just got beaten by Ireland and the 

Springboks lost to England. Is this all just pay back? 

Given the SPI futures are well down for Monday’s 

open and a bad GDP read is expected on 

Wednesday, we are expecting to ‘buy the dip’ on 

Wednesday into our geared ETFs (GEAR and 

GGUS). Of course, we should treat all news about 

covid with the respect it deserves but that doesn’t 

mean we shouldn’t try and profit from a juicy buying 

opportunity coming from possible market over-

reaction.  


