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➢ RBA hikes to 0.35% 

➢ Fed biggest hike in 20 years 

➢ US jobs on target 

__________________________________________________________________________________________

Albo didn’t know the RBA rate when quizzed by a 

journo on the campaign trail. Did the RBA also 

forget? They hiked 25 bps to 35 bps. Previously, 

they had cut from 0.25% to 0.1%. Have they 

abandoned the round quarter point scale? Anyway, 

it’s done now. 

Governor Phil Lowe stressed that the hike will not 

sort out supply constraints but he didn’t want to be 

left out. Everybody was predicting a 50 bps hike in 

the US for the next day. Phil thinks inflation will get 

back to the 2% to 3% range in a couple of years 

after supply gets back to normal. 

To his credit, Phil did stress that the aim for rates 

was 2.5% (the natural rate before tightening starts) 

and that he was going to take it easy getting there. 

Nice one Phil! 

Our market didn’t react much but the big banks did. 

They hiked by 25 bps too. We might not have 

known when but we all knew hikes were on the 

way. 

The Oscar performance for best speech by a 

central banker went to Jay Powell at the Fed. The 

CME Fedwatch calculator had the probability for a 

double hike set at over 99.0%. The crowd 

applauded and cried Bravo! Encore! because he 

followed that up with a statement that they are not 

considering 75 bps hikes. He also went easy on 

balance sheet repair. Wall street went up 3% in the 

last hour on that news! 

What is really important is the parring back of 

expectations for the rate at the end of 2022. Prior to 

the meeting the modal expected rate was 3.0% to 

3.25% with a 6% probability of it being 25 bps 

higher. Remember anything above 2.5%, the 

neutral rate, is the start of real tightening. 

Straight after the FOMC press conference, the CME 

probability for above 3% after the December 14 

meeting was pretty small and even the 2.75% to 

3.0% wasn’t that big. Let’s forget the talk of 

recession. That was until the Bank of England 

chimed in that the UK and other countries may go 

into recession later this year. On Thursday night, 

Wall Street wiped off all of the hard-won gains from 

the night before – and then some. Last night was 

another bad session but tame by comparison to the 

night before. 

Both Phil and Jay realise that supply constraints will 

take a while to ease – maybe up to two years. Phil 

and Jay might not be snappy dressers but they are 

dead smooth when it comes to placating markets. 

But markets are skittish. We need to hold our 

nerves. 

We had some ‘real’ data overnight in the US. The 

market was expecting 400k new jobs and an 

unemployment rate of 3.5%. They got 438k jobs 

and 3.6% for an unemployment rate. Pretty much 

on target. The wage rate was up 0.3% for the month 

or 5.5% on the year – that’s not enough to keep up 

with inflation. 

Europe is pushing sanctions even harder on Russia 

and the US is on board. The civilians still in the 

steel works on the coast were released and got to 
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safety. And then another onslaught started at the 

works. 

Last week, we wrote  

“We should all be so much more knowledgeable 

next Saturday morning when we pen our next 

newsletter.” 

We got good (expected) news from the RBA and 

Fed – and US jobs were quite good so we should 

be feeling more knowledgeable – but we’re not! 

Wall Street has had a shocker of a run negative 

weeks. 

It’s not clear to us what it will take to get markets 

back on track. By and large, underlying earnings 

expectations surveyed by Refinitive provide lots of 

hope but the current negativity might take us further 

down before we go up again. On the other hand, 

the market could shoot up again next week. 

Markets can be irrational longer than investors can 

stay solvent. We’re just going to sit and watch. 

At least we have got some good football to watch 

this month. Liverpool made it to the Champions 

League final against Real Madrid on May 28 and 

they will face Chelsea in the FA Cup final next 

week. And there are four matches to go in the 

Premier League. Will City have lost spirit following 

their loss mid-week. They were two goals up at the 

start to the 89th minute – and then, wham! Two 

quick goals, extra time and a penalty sent City 

home. Will they must up the strength against 

Newcastle tomorrow or will the PL premiership slide 

too? 

Talking of football, Maradona’s shirt got sold 

yesterday for about £7m – the one in which he 

claimed the ‘hand of god’, and not his own hand, 

knocked the ball into the net in the 1986 World Cup. 

That ‘goal’ helped knock England out of the Cup. As 

it happens, Kim Kardashian wore the Marilyn 

Monroe 1962 ‘Happy Birthday Mr President’ sheer 

dress at the New York Met Gala last week. That 

was sold a few years ago for around only $US5m. It 

seems football really is the world sport! 

 

 

 

 


