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➢ China economy roars along 

➢ Aussie house price blockbuster 

➢ Aussie jobs report blockbuster 

__________________________________________________________________________________________

Of those who are old enough, who doesn’t 

remember the Fawlty Towers episode, ‘The 

Germans’? 

Basil Fawlty had some Germans booked into his 

hotel and he tells the staff not to mention the war. (It 

was then less than 30 years before). Of course, it is 

Fawlty who breaks his own rules! 

The analogy here is that if we didn’t mention the 

current war, the world for investors would look 

pretty damn good. So, let’s step aside! 

We kicked off the week with China’s usual monthly 

data dump. Because of the Lunar Year, China puts 

together data for January and February combined. 

China retail sales: 6.7%, expected 3% (big beat). 

China industrial production: 7.5%, expected 3.9% 

(big beat); China fixed asset investment: 12.2% 

expected 5% (big beat). 

Right on the tail of the China data, Australian house 

price data from the ABS came in for Q4 2021. 

There was a gain for the quarter of 4.7% with 

Sydney and Melbourne close to the average. For 

the year (2021), the result was a stunning 23.7%. 

Of course, things have softened a bit since then. 

CBA is predicting a modest price fall this year and 

next. 

The RBA is unlikely to do anything to rock the boat 

on rate hikes. They would have seen the monthly 

CoreLogic data showed some negative results for 

January and February. The horse has already 

bolted. 

The Fed made its first rate hike since 2018. It was 

only one 25 bps hike but most of us expected that. 

Powell did say he now thinks there might be seven 

hikes this year including that one. This contrasts to 

only three hikes predicted at the previous 

(December) meeting. 

The market had started the day strongly but 

collapsed in a heap to a negative outcome on the 

news – and then roared back up over 2% to the 

close – and then kept going. Our market followed 

suit. Best week since 2020! 

Come Thursday the ABS was under the spotlight 

again. 121,000 new full-time jobs were created (that 

cuts back to 77,400 jobs in total as part-time jobs 

went backwards – that’s a good thing to swap part-

time for full!). Really strong! 

Our unemployment rate fell to 4.0%. It was 2008 

when we last saw a number like that! 

Now, if we had some steak knives left over after the 

tele-marketing campaign, we’d be handing them 

out. All we can do now is look back at our forecasts 

made on January 1st. 

Table: S&P 500 forecasts for end of year and 

intervening high and low  

Forecast

CY22

Low 4,470 4,150 4,270

High 5,250 5,030 5,080

End 4,930 4,900 4,930

Fair value 4,620 4,610 4,610

Exuberance 3.2% -8.0% -4.4%

S&P 500 4,766 4,260 4,412

Forecast origin

31-Dec-2021 10-Mar-2022 17-Mar-2022
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The eoy is now spot on where we started the year! 

Broker forecasts of earnings (on which these 

forecasts are based) have held up – and even 

strengthened a bit after a strong reporting season. 

When we see the evolution of these forecasts in a 

chart it is clear that the dip so far is what we might 

expect. Obviously, we didn’t predict this event – we 

just allow for normal volatility to produce the low 

and high. 

Chart: S&P 500 forecasts for end of year and 

intervening high and low  
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The dot-dash low is for ‘high volatility – and a 

possible sell signal. The index didn’t get that low so 

just the buy signal was triggered. 

The black lines are the Jan 1 forecasts. The latest 

(Thursday close) are in green. 

We’ve still got a little bit of work to do in Australia to 

get the forecast back to square one – but we didn’t 

get hit as hard. 

So, will the rally continue? It might! The VIX has 

come right down to 24. We wrote we would sit tight. 

We did and things are picking up. 

But could you wish for better data last week? We 

don’t think so. 

 


