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➢ Ukraine crisis dominates market moves 

➢ Aussie jobs data look good 

➢ US retail sales impress 

__________________________________________________________________________________________

It’s been another stormy week for markets largely in 

reaction to guesses about what Biden and Putin are 

up to in the Ukraine. We doubt whether any market 

analysts actually know what is going on and even 

less can guess where it’s going. 

The week started with Russia saying it was moving 

back from the Ukraine border and Biden saying 

there was no evidence. Then we had more Russian 

troops queueing up for a helping of Chicken Kiev. 

Although markets have moved quite a bit, it isn’t 

very much if we compare it to the big crises of the 

last decade or so. If we look at the Chart below, the 

VIX index is well above average levels but it has 

often been higher – and sometimes much higher, 

during the last decade or so – starting with ‘Grexit’ 

and much higher as we hit the pandemic 

Chart: VIX ‘fear’ index 
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We see the situation as no reason to panic. We 

have no intention to sell or to take profits at this 

juncture. Indeed, we have a little nest egg to place 

in the market if we see it as being too cheap.  

We currently have the ASX 200 and the S&P 500 

each only a few percent below fair pricing and the 

latter is only around the lowest (dotted line undern 

normal volatility) we predicted it would reach at the 

start of the year. The ASX 200 is well above the 

corresponding level. The ‘dot dash’ line is the 

market low predicted under a high volatility regime 

which we are not in. We would consider selling at if 

it reaches that point and getting back in when it 

returns to rise above that line. The green lines and 

forecast are the latest updates starting on February 

17th. 

Chart: S&P 500 and Woodhall forecasts 
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The Aussie jobs data came in this week and met 

expectations as they relate to Omicron-affected 

times. There were 12,900 jobs added and the 

unemployment rate remained at a low 4.2%. 

However, the RBA has made it quite clear that we 
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have further to go to reach full employment. So, no 

rate hikes yet. 

In the US, some companies are moaning about not 

being able to hire workers. Shake Shack (the burger 

chain) has reportedly closed some stores because 

of lack of workers and customers under Omicron. At 

the reported wage rates in the US food service 

industry, most Aussies wouldn’t get out of bed 

either. 

Nevertheless, US retail sales grew by 3.8% in 

January. Since that figure is not adjusted for 

inflation, some of that rise would flow from the 

recently published 7.5% (over the year) inflation. 

We continue to argue that rate hikes would not have 

prevented this surge in US inflation as it is mainly 

due to supply-chain blockages. Jim Bullard, the St 

Louis regional Fed president, is still pounding his 

fists for hikes. He wants a full four hikes by mid-

year. We guess that is what it takes to get his photo 

in the paper. 

And the Super Bowl went down to the wire on 

Monday with the local team winning (Go the Rams). 

Prince Harry was photographed with his ‘other plus 

one’ cousin Princess Eugenie at the event (in plush 

seats). We wonder whether Nonprincess Megan 

would seethe at seeing ‘Princess” before Eugenie’s 

name in the caption? 

The real princess was photographed later in the 

week with a caption, ‘walking on her own in 

London’. Where was her security detail? Where was 

her husband? Simply walking does not seem to 

warrant it being a news item.  

So, a second down week on the S&P 500 is over. 

The index valiantly tried to get into positive territory 

with a dash to the close – only to be followed to a 

faster dash down to finish the day at -31 points. At 

least there are buyers trying to find bargains. 

 

 

 

 


