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➢ China GDP growth beats 

➢ IMF lowers world growth forecast 

➢ Fed talks tough on double hikes 

__________________________________________________________________________________________

China – Shanghai in particular – is going through 

the wringer with its zero-covid policy. It now claims 

it isn’t quite what it seems. Reports say they now 

just find a source of infection and remove it. Not 

sure we would like to be removed but it must be 

working. Q1 China GDP growth came in at 4.8% 

which was above expectations. 

China also seems to have beaten us to it in setting 

up a military base in the Solomon Islands – next it 

might be Hayman Island? 

The IMF issued its new set of country 2022 

forecasts – and one (downgraded) for the globe. 

Since the IMF hasn’t got a great track record, we 

could just walk on by. Global growth is forecast to 

be 3.6%. Australia scored a juicy 4.2%. We’ll have a 

piece of that. The US, at 3.7%, is a long way away 

from recession so someone has missed a memo or 

two on that one. Ukraine’s forecast is now -35% and 

Russia’s is a less disturbing -8.5%. It doesn’t pay to 

invade but it’s a lot worse to be invaded. 

While the Fed is talking up rate hikes, the IMF is 

saying they could cause major global growth 

problems – particularly with Ukraine thrown in. It’s 

nice when they all don’t agree. Someone might 

actually turn out to be correct this time. 

The US stock markets too a big dip down on 

Powell’s speech (Thursday night) about feeling at 

one with 50 bps hikes. Our market tanked yesterday 

on the same news – then Wall Street doubled down 

last night. 

But here’s the thing. We previously reported that the 

CME Fedwatch tool, that prices in expected hikes, 

was already at 93% for a double hike on May 4. On 

Powell’s Thursday speech, that probability went up 

to 99.8%. Yes, 99.8 is bigger than 93 but it’s the 

same thing. It has since pulled back to 97.6% .You 

could bet your house on a double hike. [ASIC: 

please note that is an old-fashioned figure of 

speech and not a current recommendation on a 

financial product      ]  

US 10-yr rates have edged up close to 3% and our 

equivalent is now above 3%. With our expected 

ASX200 average dividend yields (Refinitiv) usually 

in the 3.5% to 4.5% range supplemented with 

franking credits for many, bonds are still far from 

being a viable alternative to stocks unless one 

factors in possible material capital losses. 

Chart: US Treasury yield curves 
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Capital losses are about on individual stocks (just 

ask ‘rock star’ stock-picker Cathie Wood and her 
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ARKK fund) but the chances of big losses are much 

less on, say, an ETF which covers a broad market. 

Netflix, the pandemic darling, just announced a bad 

set of numbers for Q1 and its stock price fell around 

37% the next day. Ouch! 

Russia is claiming some sort of victory in part of 

Eastern Ukraine. Apparently, there is a large group 

of soldiers and civilians held within a steel works in 

a town on the Baltic that most people in the west 

hadn’t previously heard of. Of course, all of this 

news is devastating for so many people – even if 

we didn’t know about them before. We would not 

mock tragedy – but we can mock Putin for calling it 

a victory. 

The US is reported to be sending around a billion 

dollars’ worth of arms to help out the Ukrainians. 

Let’s hope the aid isn’t too late. 

Chelsea FC, the reigning Europe and World Club 

football champions, formerly owned by oligarch 

Roman Abramovich, took yet another hammering in 

the premier league since Abramovich was 

sanctioned out. Arsenal, after three losses on the 

trot, put four past Chelsea to win 4-2. Chelsea faces 

Liverpool (on a roll) in the FA Cup final in May. Will 

Abramovich watch on TV? Maybe, but we certainly 

will (YNWA)! 

While football isn’t important in the scheme of 

things, no one, including oligarchs, enjoys watching 

their team sliding backwards. Let’s hear it for 

sanctions! Along the same lines, Newcastle United 

got new (rich) owners a short while ago as they 

were on the verge of the relegation zone with not 

many matches to go. Money and hope have already 

taken them way up to the middle of the table! 

Money talks. 

Back to the markets. We are not seeing anything in 

the broker-based Refinitiv forecasts of dividends 

and earnings on the ASX 200 or the S&P 500 to 

change our cautiously optimistic views on medium 

term returns. Of course, a nuclear war and some 

other things would quickly change that. It’s best not 

to watch the markets if you are squeamish – better 

to forget about it for a long time if you are set 

properly. And if you’re not, why not? 

 

 

 

 

 

 


