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➢ Nasdaq in tatters 

➢ FOPMC next week 

➢ RBA to hike this year? 

__________________________________________________________________________________________

Be careful what you wish for! Last week we wrote, 

“That means we are in no rush to buy in but buy in 

we will if we take more knocks.” 

And what a week it was! There was a bloodbath in 

mega-cap tech stocks. Netflix and Peleton – 

darlings of the work-from-home movement – got 

smashed on earnings reports and forward 

statements. Crypto, too, took a beating. 

The S&P 500 lost around 5% on the week and it is 

now about 8% down from its all-time peak. If we 

marry those movements with our Jan 1 forecasts in 

Chart 1, we see that the S&P 500 just became a 

buy (cutting the lower dotted line – the sell is the 

upper dotted line). Chart 2 shows we are not quite 

there yet on the ASX 200. 

Chart 1: S&P 500 forecasts and price index  
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Chart 2: ASX 200 forecasts and price index 
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In our paradigm, it is not quite as simple as buying 

on the dip. We also note the evolving change in 12-

month capital gains forecasts. In the case of the 

S&P 500, we predicted a 6.9% capital gain 

(excluding current mis-pricing) that has grown to 

8.3% on information gleaned by analysts over the 

month-to-date. With that market now under-priced 

by about 5% we are looking for a comfortable 

double-digit growth into the end-of-year. 

There is a similar story on the ASX 200. Our 12-

month forecasts gain has grown from 6.5% to 7.8% 

over the month and it is – by our calculations – 

under-priced by 4.4% making for a 12.5% predicted 

gain over the next 12-months. 

So, do we jump in with both feet on Monday? Again, 

it is not as simple as that. While we are indulging in 

sausage sizzles for Australia Day on Wednesday, 

the Fed will be sleeping in between the two days of 

its FOC meeting. 
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Nobody serious expects a rate rise after this 

meeting but about 95% of people expect the first 

increase at the next FOMC meeting in March. Three 

or four hikes this year covers most people’s 

expectations. 

At home, the RBA was saying no rate rise until 

2024. In the last (December) meeting, they deleted 

the reference to 2024 so 2023 looked like a call. 

During the week, the guru of rate calls in Australia – 

Westpac’s Bill Evans – made a call for our first hike 

in this August from 0.10% to 0.25% with a full 

0.25% hike to follow in quick succession. 

We can also throw in the possibly Biden-sanctioned 

‘incursion’ by Russia into the Ukraine and now 

China’s rustling of feathers on the other side of 

Asia. There is a lot to think about but we still have 

over 10% in cash waiting for a moment like this. 

With the Nasdaq in tatters, the Fed might soften its 

stance a fraction on rate hikes. The RBA might say 

something useful on the first Tuesday in February 

after a two month lay-off. Our labour force data did 

look strong (unemployment rate down to 4.2% and 

64,800 jobs created). Will Phil look start to be 

aggressive or will he point to the chaos on the world 

stage due to covid and the rest. 

We now have three covid treatments approved to 

back up with the vaccines – now also including 

Novavax. We feel the future looks stronger – and 

that is backed up by our forecasts. We never had 

any time for cryptos and mega-cap tech stocks – so 

no love lost there. 

We will relax into Australia Day without buying and 

then parse the Fed statements with our cornflakes 

(actually English muffins) on Thursday morning to 

consider a buy. If we do, we will likely lean towards 

fully currency-hedged S&P 500 ETFs with possibly 

a bit of gearing. Indeed, with looming rate rises in 

Australia we might also reduce our exposure to 

unhedged S&P and world ETFs (IVV and IOO) in 

favour of their hedged counterparts (IHVV and 

IHOO). 

We get our booster on Monday morning so we will 

soon be venturing again out into the real world – 

lunches are planned!  

By the way, did you see the report that Novax 

Djokovic has supplied 80% of the funding for a 

research company trying to come up with a cure for 

covid? Would he take it if he gets sick or would he 

worry it would affect his body’s performance? So 

much to ponder. 


