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➢ US inflation still out of the box 

➢ Aussie jobs in a good place 

➢ US yield curve no longer inverted 

__________________________________________________________________________________________

A big inflation read was expected in the US – and 

they got one. Year-on-year, inflation came in at 

8.5% and that was 1.2% for the month. However, 

the ‘core’ read that strips out volatile energy and 

food prices only came in at 0.3% for the month. 

That read was almost back to being reasonable! 

The Shanghai covid outbreak continued to get out 

of hand causing the US government to urge its 

citizens to leave the area. The shut-down of the 

Shanghai region does nothing to improve the 

supply-chain disruption and its impact on inflation 

here, the US and elsewhere. 

We had first hand experience of these supply-chain 

problems when an old friend from uni days in 

England in the 1960s wanted to visit. He usually 

comes to Sydney two or three times a year – for the 

last four decades – to visit family and friends. 

Obviously, this was his first trip since the first covid 

lockdown in Sydney over two years ago. He had to 

postpone one day because he could find a car to 

rent to drive across Sydney. Eventually, he tracked 

one down at Sydney airport for $120 per day – 

about three times his usual deal and the only 

available car was unnecessarily large.  

How does that go into the inflation calculation? If 

car-hire companies have been running down 

inventory over the last two years because of a lack 

of demand, it will take a while to get back up to 

normal stock levels. And if they weren’t prepared to 

cover inventories when interest rates were at an 

historic low, what inventory will they hold if the RBA 

loses the plot and aggressively hikes rates? Of 

course, you know the answer! 

Some were disappointed in Australia that the 

unemployment rate came in at 4.0% - the lowest 

since data were published monthly in 1974. They 

had been expecting 3.9%. Now they know what 

their children feel like at Christmas when they ask 

Santa for too many presents and just get great 

presents! 

Chart: Australian unemployment rate 
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There were 17.9k new jobs added in total with a 

small switch from part-time to full-time. All good by 

our reckoning! 

But spare a thought for Albo. A journalist asked him 

what was the unemployment rate and what was the 

RBA rate. Of course, he didn’t know. Why would 

anybody know unless they were in the middle of 

calculating a new set of forecasts and they’d just 

looked up the numbers? The unemployment rate 
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comes out every month based on a small sample 

over a few days in the preceding month. There is a 

big sampling variance. ‘Not bad’ should have been 

the correct answer. Smart people just Google it. 

As to the RBA rate – nobody borrows at that rate 

except for big banks when clearing overnight 

funding. Three cheers for Albo for not knowing. He 

probably uses his energy to do something useful. 

New Zealand lifted its interest rate by 0.50% points 

to 1.50%. Putin will be scared by that! The CME 

Fedwatch tool is pricing in a double hike by the Fed 

in 18 days as a 91% chance with a 9% chance for a 

single hike. 

The US yield curve which some said was inverted in 

late March (because the 2yr-yield was slightly 

higher than the 10yr-yield) has resumed its normal 

trajectory as shown in the next chart. 

Chart: US yield curves 
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So, does that mean the call for a recession has 

gone away? You’ll have to ask them because we 

never went along with that line. Interestingly, Jamie 

Dimon – CEO of JP Morgan – is now somewhat 

negative on the US economy. He was so bullish at 

the start of the year. Can the Russian invasion have 

had that much of a turn around effect? Maybe – but 

the war does not seem to be escalating. Lots more 

sanctions seem to be hitting oligarchs. 

We try not to change our equity positions too often 

– partly due to the problems of jumping at shadows 

and partly due to tax issues. But we did just 

exchange contracts on a new apartment. The 

reason had nothing to do with the property market 

but the increasing need for an apartment on one 

level with no stairs or big slopes to the local shops 

and cafes. It’s called aging and admitting it! 

Along the way, we found a great financial product 

that really suited for the move but we can’t tell you 

about it for fear that ASIC will lock us up and throw 

away the key. Everybody who recommends a 

financial product now seems to need to be licensed. 

That new stance needs some work on it guys! 

We’re not even sure if we can thank the individuals 

and companies that assisted us for the same 

reason. That’s sad because plenty of people seem 

free to bash banks and financial advisers with 

impunity. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


