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➢ Fire at Ukrainian nuclear plant 

➢ Aussie growth quite strong 

➢ US jobs very strong 

__________________________________________________________________________________________

We’re having a job working out what is going on 

with the Russian invasion. Rockets are being 

lobbed around the country but the reported 

casualties seem low compared to other conflicts. Of 

course, we’d be happier if there were even less 

casualties. 

Are the Russians bad at aiming their rockets or do 

they not want to cause too much strife? It appears 

that it is taking much longer for the Russians to 

make progress (not that we know their objectives) 

than they considered at the beginning. 

Since much of the West is co-ordinated in bringing 

sanctions against Russia and the oligarchs, the 

impact is already taking a grip of Russian 

behaviour. 

Roman Abramovic, the owner of Chelsea FC 

(current football club champions of Europe) has 

started a fire sale after ten years at the helm. 

Superyachts are rushing from port to port in search 

of safe harbours. The fear is, assets will be 

impounded. 

On an aggregate level, the Russian rouble lost 28% 

in a heartbeat and the Russian central bank more 

than doubled its reference rate from 9.5% to 20% in 

its defence. That’s got to hurt. 

JP Morgan estimates Russian economic growth will 

fall by 35% owing to the imposition of sanctions. 

The West might crush the Russian economy and 

then what will they do? Putin could capitulate or he 

could go down swinging. We don’t see him settling 

down to a well-earned retirement. 

A nuclear plant in the south of the Ukraine was set 

on fire yesterday after sustaining heavy rocket-fire. 

Markets – cash and futures – fell on the news, but 

what next? 

We are amazed how resilient markets have been 

since the onset of the invasion. Markets are only a 

little bit worried. 

While we try to navigate the geo-political news, we 

noted there was some good action on the economic 

data front. As we expected, the RBA on Tuesday 

did nothing to rock the boat. Why would they? They 

are still playing a waiting game 

Meanwhile we are getting very close to the next 

FOMC decision – in 11 days. The odds of a double 

cut have evaporated from 33% to 0%. One hike 

seemed inevitable but now there is even a 6% 

chance of no change!  

On the GDP growth front we posted a very 

acceptable 3.4% for quarter four of last year. That 

made 4.2% for 2022 and 3.4% (not annualised) 

since the end of 2019. It should be noted that 3.7% 

had been expected for Q4 so it was a miss but 

we’re happy with that. 

The household savings ratio fell from 19.8% to 

13.6% which accounts for some of the bounce. 

Omicron had not taken hold in Q4 so we might take 

a bit of a hit in the current Q1. 

Real GDP has been rebounding quite nicely even in 

per capita terms – as can be noted form the chart. 

There was a blip in Q3 2021 for Delta but, 
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otherwise, we are better off than before the 

pandemic onset. 

Chart: Australian Per Capita Real GDP 
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Of course, we should really also take account of the 

‘lost’ GDP during the 2020 recession. We need to 

earn that back first before we can really move 

forward. 

The US gave us a nice surprise on jobs. The 

nonfarm payrolls blasted through the expected 440k 

jobs to report 678k new jobs! The unemployment 

rate fell to 3.8% which is just below the expected 

3.9%. Wages growth didn’t change much at 5.1%. 

Biden is fluffing about over cancelling student loan 

debt. He’s pushed out the pause on repayments for 

another few months. What seemed like a good idea 

when he was electioneering is a bit of a problem 

when you’ve got to stump up with the cash. It’s 

getting close to the mid-terms and there will be a 

mob of unhappy young folk who thought they’d 

voted in a knight in shining armour who are now 

unhappy. 

We are sitting tight with our equity exposure. It’s not 

clear what to do: top up, take profits, or do nothing. 

The Quad (US, Japan, India and Australia) met last 

night and agreed it was a bad idea to set fire to a 

nuclear plant. We wonder who first had that spark of 

genius. It makes our indecision over our equity 

position look quite positive! 

 


