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➢ Fed talks rate hikes 

➢ 366k jobs in Australia 

➢ Bank of England hikes 

__________________________________________________________________________________________

It was a massive week in markets for news and 

volatility. The Fed took centre stage with its FOMC 

call on Wednesday night and Powell’s media 

conference. Powell is to double the rate of tapering 

so by about March there will be no more QE. The 

‘dot plots’ are now pencilling in three hikes for 2022 

to take the rate up to 0.9%. 

The S&P 500 rose sharply into the black on the 

press release but went ballistic during question 

time. The euphoria didn’t last too long and gave 

back all of those gains over the following two days. 

The market is still pricing in at least what the Fed is 

telling us – and then a little bit more. We’re not 

bothered by these moves but we do think the 

markets bullied the Fed. Even if we get the three 

hikes, they will have little impact on anything 

important. US retail sales were just in at only 0.3%  

for the month when 0.8% had been expected. 

In the US many folk take out thirty-year fixed-rate 

mortgages and new loans would be written with a 

bit of wiggle room in them for what was an 

inevitable course of action – sometime soon. 

In Australia, we haven’t yet moved on rates and are 

unlikely to do so in 2022 or possibly even 2023. We 

did just get a labour market report revealing 366k 

new jobs – a mammoth number – but that just 

makes up for the jobs lost in the lockdowns. Jobs 

are only back to where they were just prior to the 

July-October lockdowns. 

The unemployment rate did get back to 4.6% from 

5.2% the month before – but it was 4.6% the month 

before that. No real labour market pressure there. 

The lockdowns impacted more than the labour 

market in Australia. From the chart below, it can be 

seen that the ASX 200 moved in synch with our 

aggressive forecast of 22% until September – then 

fell away during the lockdowns. 

Forecasts of ASX 200 made on Jan 1st 2021 
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We have the market under-priced by 2% but we 

might have to wait until February to get a better 

picture for going forward. Unlike the US with 

quarterly company reporting, we only get major 

earnings and outlook statements in August and 

February. Obviously last August most of us were 

huddled around the TV set longing for human 

contact. Unless Omicron gets out of hand, we 

expect a more optimistic outlook next February. 
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Our current 12-month-ahead capital gains forecast 

for the ASX 200 is 6% which would be 8% after 

factoring in our estimate of 2% under-pricing. Not 

bad when you add in 3.6% dividends and franking 

credits for many residents. 

The UK is undergoing Omicron surges. Five of the 

ten mid-week premier league matches were 

postponed because teams couldn’t field a proper 

team owing to covid isolations among players and 

staff. Of those matches that did go ahead, there 

were tens of thousands of enthusiastic supporters 

singing and hugging one another. BoJo is on record 

as saying that he does not intend to shut down for 

Christmas – but what about New Year’s? 

With all of this going on, the Bank of England hiked 

its lending rate for the first time in three years – nice 

timing! The latest inflation read was at a 10-year 

high (5.1% from 4.2%) but interest rate hikes will do 

nothing to quell supply chain factors. 

But spare a thought for Turkey. Its inflation is over 

20% but they just cut rates and the lira dropped like 

a stone. 

The monthly China data came out during the week 

and disappointed. Retail sales were only 3.9% 

against an expected 4.6% but it wasn’t long ago 

that 8% or more was the norm. At least industrial 

output exceeded the rather modest expectation of 

3.6%. 

Next Saturday is Christmas Day – we plan to post 

our weekly as normal (nothing stops the US mail or 

Woodhall’s postings). The following Saturday we 

will post our ‘official’ forecast for 2022 of the S&P 

500 and the ASX 200. 

Although Omicron is putting many plans in disarray 

we are not hearing of many serious cases. People 

are rightly being cautious. 

For those of you who won’t be checking our report 

next week, let us wish you all a very Happy 

Christmas and a Prosperous New Year. We think 

markets will be reasonably kind to us in 2022 and 

that is not just based on hope! 

 

 


