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Vaccination nationalism! 

US infection rate starts to climb again 

US economic growth strong – but not inflationary 

Australian and US house prices jump sharply 

__________________________________________________________________________________________

The Big Picture 

The race against COVID-19 continues but at very 

different speeds around the globe. Some countries 

have not yet started a vaccination programme and 

we have only just begun ours. We sadly found out 

at the end of March we hadn’t yet vaccinated all of 

the front-line health workers in Brisbane! The NSW 

and federal governments are in a stoush about 

vaccine shortages and misinformation. 

The UK is well ahead of the US in terms of the 

proportion of their populations having been 

vaccinated but the US has delivered 150 million 

shots ‘into arms’ 

While it might seem like a priority to get a whole 

nation’s population vaccinated first, the virus can 

only be eradicated when a sizeable proportion of 

the whole world’s nearly 8 billion people are 

immune through vaccination or having had 

contracted the virus. And the longer some countries 

stay behind the vaccination curve, the greater is the 

chance of new, more virulent strains of the Covid-19 

virus developing. 

It is also important to note that those who have 

been vaccinated are not necessarily immune. The 

clinical trials data provide clear evidence that 

vaccinated people can contract the virus. Indeed, 

the efficacy rate of a vaccine is calculated from the 

relative infection rates of those who have been 

vaccinated and those who haven’t (the placebo or 

control group).  

Only 100% efficacy implies total immunity from 

vaccination. The best vaccine so far is about 95% 

effective. It is widely thought that 60% is the 

minimum rate to make a vaccine worthwhile. 

One of the major public health problems now 

emerging is that some countries are practicing 

‘vaccination nationalism’. They are unwilling to 

share the doses they have control over. 

The European Union (EU) is pressuring member 

states not to supply orders for its supply to nations 

outside the EU while there remains a backlog of 

unfulfilled orders within the EU. Australia’s orders 

for the vaccine have been hindered at least by 

France and Italy. We are well behind our objectives 

stated a few months ago by the government. 

The US, from President Biden’s speeches, has on 

order many more doses than it needs this year. 

Bloomberg reported that it had secured twice the 

number of doses needed to vaccinate everyone. 

Given many in the US do not want to be vaccinated, 
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some of the US’ stockholding would be better 

directed elsewhere. The US just offered 1.5 million 

doses to Canada ‘on loan’ even though it has at 

secured so much more that it needs in the 

immediate future. 

The third wave of US infections peaked after its 

holiday season at around 250,00 new cases per 

day on a 7-day moving average. That infection rate 

got down to quite close to 50,000 per day in early 

March but it has just started to climb steadily to 

around 65,000 per day in spite of the success of its 

vaccination programme. 

There have been other issues hampering the fight 

against the virus – specifically regarding the 

AstraZeneca (AZ) vaccine. This vaccine is 

especially important as it is the planned solution for 

most of the world including Australia. AZ is 

reportedly new to the vaccine business and seems 

to have over-promised. Deliveries are reportedly 

well behind schedule. 

Three unrelated problems have emerged with the 

AZ variant. The first was that, due to a bungle over 

administering the correct dosages, it emerged that it 

might not be sufficiently efficacious for the over 65s 

– the people who are at most risk.  

A significant number of countries in the EU and 

beyond then stopped vaccinating that age group – 

and some suspended the vaccine altogether. It later 

appeared that the evidence wasn’t as strong as 

needed to warrant suspension of its use. Many 

countries started reversing their earlier decisions.  

The second issue related to blood clots. Some 

people – but not that many – suffer from blood clots 

whether or not they have been vaccinated with any 

relevant drug – or no drug. In the trials, some 

thought too many people in the AZ vaccinated 

group – as opposed to the placebo or control group 

– contracted blood clots.  

The numbers of people so affected in each group 

are so small that it was hard to form a convincing 

statistical relationship. The jury is now swinging 

back to the fact that AZ does not cause blood 

clotting but, perhaps, those with certain pre-existing 

conditions might avoid AZ.  

Nevertheless, Germany and Canada just 

suspended vaccinations for the under 60 and 55 

age groups, respectively at the end of March. There 

seems to be no consensus! 

The third issue with AZ is the manner in which the 

results of the trials have been disseminated. It 

seems to have been a case of distributing 

information by press release rather than by the 

traditional scientific reports. 

AZ had produced a number of sets of seemingly 

conflicting data. Then, in late March, AZ announced 

again by press release that it had concluded its 

large US trials and the vaccine was 79% efficacious 

– a quite good number; better than in some other 

earlier trials. Then, two days later at 12:20 am 

(Washington DC time) a US regulator called AZ to 

task over the nature of the data they were using! 

AZ came back and lowered its efficacy rating from 

79% to 76% - hardly the stuff of having needed a 

midnight communication from the US agency. There 

must surely be more to follow on this matter. 

We surmise from all of these events that AZ is 

reasonably as safe to take as any other vaccine but 

there isn’t great clarity over its efficacy. It certainly 

seems to be a lot better than nothing but, perhaps, 

we should continue to practice social distancing etc 

after having been vaccinated with AZ – or, until we 

know better. 

The major prevailing economic fear at the moment 

is that inflation will return and require central banks 

to start hiking interest rates sooner than previously 

expected. It is true much of the economic data have 

exceeded expectations but catch-up is different 

from reaching new highs. 

The US Federal Reserve (Fed) is now expecting 

6.5% US growth in 2021. Since US GDP ended 

2020 behind its 2019 level, 6.5% in 2021 will only 

have the US end up 2021 where it would have been 

after two ‘normal’ growth rates in 2020 and 2021. 

There are also 9.5 million unemployed in the US 

who haven’t yet got the jobs back that they lost in 

the shut-downs. Inflation woes look a very long way 

off to us. But it is encouraging to see strong 

economic progress. 

China released an encouraging plan for ‘quality’ 

growth over the next five years at over 6% per 

annum. While there are many significant 

geopolitical concerns about China, the strength of 

its economy is not one of them. 

Australia is also experiencing strong growth in GDP 

and in house prices – but still largely catch up. The 

house-price conundrum is causing many to scratch 

their heads. Latest data also put US house price 

growth over the last 12 months at 11.2% which is 

the strongest in 15 years. 

Our overall assessment is that the developed world 

is starting to return to normal but we see occasional 

resurgences of infections and shut downs here and 
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elsewhere for at least the rest of 2021. And markets 

seem set to follow recent momentum along with all 

of the ample stimulus from both central banks and 

governments. 

 

Asset Classes 

Australian Equities 

The ASX 200 had another strong positive month – 

making it six in a row – but the index stands well 

short of its February 2020 peak. 

We are noting that returns in different sectors have 

been behaving quite differently in recent months. 

Investors are presumably trying to work out how 

best to set their portfolio ‘styles’ for a post-pandemic 

world or, indeed, see their way through any 

consequent volatility. 

Foreign Equities 

The S&P 500 reached fresh all-time highs again in 

March. This index had a very strong month along 

with the London FTSE and the German DAX. China 

and emerging markets did not fare well. 

The US Federal Reserve (Fed) has clearly stated 

that it will support quantitative easing (QE) or bond 

purchases for some time to come and it will give 

clear warning long before it plans to start to ‘taper’ 

the programme.  That, and the trillions of dollars of 

fiscal stimulus being pumped into the US economy 

should ensure the momentum in US equities 

continues. 

Our current estimate for the yield on the S&P 500 is 

about 1.6% (a little lower than historic averages) 

which is about the same as the 10-yr US Treasury 

yield. Given the prospect for capital gains in 

equities, we see the yield comparison still very 

much favouring equities for this year and possibly a 

lot longer. 

Bonds and Interest Rates 

The US 10-yr bond yield surge in February this year 

has largely dissipated. Since the yield is only back 

to pre-covid rates which we all thought at the time 

were low, we don’t see the current near 1.75% as 

problematical. 

The Fed came out from its March meeting with a 

more optimistic view of the US economy. It upped 

its 2021 growth forecast from 4.2% (made in 

December) to 6.5%. It predicted 2022 and 2023 

growth to be 3.2% and 2.2%, respectively. It 

expects the unemployment rate to fall to 4.5% by 

the end of this year. 

The growth forecasts might have been enough to 

frighten the horses a little but its inflation forecasts 

certainly did. Because of the price effects at the 

start of the covid-shutdowns, there will be a ‘base-

year’ effect in the inflation read in 2021. The Fed 

expects a temporary 2.4% (above the old target but 

not what the Fed has more recently been 

discussing) in the middle of 2021. That it expects 

inflation to immediately dip down to below 2% 

means that we shouldn’t be bothered about 

consequent rate hikes. Tell that to the bond market! 

All seems more or less settled on that front again 

but we did observe a couple of weeks of jitters in 

bonds and equities during March. 

The Reserve Bank of Australia (RBA) announced a 

doubling of its QE purchases to help lower longer 

run yields on its government bonds. We are not 

expecting the RBA to raise its overnight rate to stem 

the recent house price surge. Up 3% in one quarter 

is a big house price leap but the latest prices are 

only slightly above those at the March 2020 peak. 

In spite of all of the chatter during February and 

March this year, we fully expect rates to stay low for 

at least up to 2023 both here and in the US. 

Other Assets 

Prices of the major commodities (copper, iron ore 

and oil) had risen strongly in the year-to-date but 

they have all seen some pull back in March. Gold 

prices were down over the year and the month. 

The Australian dollar against the greenback lost a 

little ground in March and is at a low point for the 

year-to-date. 

 

Regional Analysis 

Australia 

The GDP growth for 2020 Q4 came in at 3.1% from 

3.4% in the previous quarter. While the last two 

quarters of 2020 were indeed strong, GDP is still 

-1.1% below the 2019 level. In a normal year we 

might expect growth of, say, 2.5% so we finished 

2020 at about -3.6% behind where we would have 

been in a normal year. That is not the basis for 

inflation fears! 

The household savings ratio, which is also 

published in the GDP report, showed a fall from 

18.7% to 12%. That is still quite a bit above what we 
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think is healthy for a strong economy. It’s rapid 

return following the spike in the shutdown is warmly 

welcomed. Our economy is starting to get back on 

track. People are feeling more secure about 

spending and have more options on which to 

spend! 

Our labour force data too are improving. The latest 

unemployment rate was down to 5.8% after 89,000 

jobs were created in the month. The peak in March 

2020 was 7.5%. JobKeeper payments ceased near 

the end of March so there could be some fall out 

from that. 

We have a lot to thank state and federal 

government policies for over the pandemic 

outbreak. There was another 3-day lockdown 

announced for Brisbane because of four people 

having tested positive. Rapid response, short-lived 

shutdowns have kept of public health control at the 

top end of comparable nations. 

With very few residents having been vaccinated we 

are relying on limited interaction with people from 

outside of our group. Until we – and those who wish 

to visit – are close to herd immunity we cannot get 

back to normal life. Masks, hand washing and social 

distancing will be needed for many months to come. 

The OECD published updated forecasts for 

Australian growth. In December 2020, the agency 

predicted growth of 3.2% for 2021. That prediction 

is now 4.5% with 3.1% predicted for 2022. 

China  

China set its new five-year plan during March. It is 

targeting a modest 6% plus growth in an attempt to 

focus on quality (sustainable) growth rather than 

some of the boom-bust policies of recent years. 

The monthly data on retail sales, industrial output 

and fixed asset investment kicked the lights out at 

over 30% in each case for the latest 12-month 

period. Of course, the numbers are so high because 

it is 12 months since the data plummeted on the 

start of the fierce China shut-down. 

US 

Biden was initialling aiming to oversee 100 million 

vaccinations in the first 100 days in office. It looks 

like that figure will turn out to be more like 200 

million. Since each person needs two doses for 

maximum immunity there is still quite a way to go. 

Indeed, as nearly half of certain groups such as 

male republicans say they will not or may not take 

the jab, it is far from clear that herd immunity will be 

reached any time soon. 

From boisterous interchanges in congress, it seems 

that some senators want those vaccinated to freely 

meet without masks etc. Indeed, Biden, said as 

much for gatherings indoors of fully vaccinated 

people. We fear that US citizens may push back too 

soon against distancing measures. 

The rate of infections did start to climb again in the 

last couple of weeks of March even though 

vaccinations were well ahead of plan. The seven-

day average of new infections ended March at over 

25% above the March low! 

US economic data are quite reasonable given the 

shutdown. 2020 Q4 growth was revised up to 4.3% 

from 4.1% and inflation (core personal consumer 

expenditure) was only 0.1% or 1.4% over the year. 

The $1.9 trillion relief package only just started to 

be distributed in mid-March. Its full effect will not be 

seen for some time. On top of that, Biden wants a 

further $2 trillion dollars spent on infrastructure. 

Somebody is going to have to pay for this and 

people aren’t queueing up for the opportunity. He is 

recommending to hike the corporate tax rate to 28% 

from the 21% that Trump had introduced by cutting 

the previous rate of 35%. That discussion could 

mark the end of the presidential honeymoon. 

Once the infrastructure bill goes through – as it 

does seem to be widely wanted at some price – 

Biden plans to turn to health and other personal 

issues. They will have to be paid for too! 

In an unusual turn of events, Biden stated in a 

speech in March that he now plans to stand for re-

election in 2024. He ruled that out before the last 

election. He will be 81 next time and 85 at the end 

of that term if he is successful. Sadly, he tripped 

three times on global TV trying to do ‘an Obama’ 

running up the steps to Airforce 1. As anyone in 

their seventies or older will tell you – it isn’t easy – 

which is why the rest of us all use the sky-bridge! 

While athleticism is not a prerequisite for good 

government it is not a good look for confidence 

building. 

Europe 

The UK and the EU are going toe-to-toe over 

vaccine supply. The EU is restricting export of 

vaccines while they have unfulfilled orders. Italy and 

France interfered with exports to Australia. A 

regulator ‘found’ 49 million doses of AZ suspiciously 

not on display in an Italian factory! Big political 

games are being played. And AZ is well behind its 

production targets. 
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Nonetheless, the UK is ahead of the curve in its 

vaccination programme and it is maintaining its 

‘roadmap’ for re-opening its economy by June. 

Germany, on the other hand, is just considering 

new lockdowns. 

Rest of the World 

After six days blocking the whole of the Suez canal, 

the massive container ship, Ever Given, has been 

re-floated and an end to the blockage disruption is 

in sight.  

Japan has announced that it will not allow overseas 

spectators at the Tokyo Olympics. That means 

there are of the order of 900,000 tickets to be 

refunded. That has to hurt. It’s not clear what 

happens with hotel reservations and travel 

bookings. Somebody has to lose an awful lot of 

money. In hindsight it might have been better to 

have cancelled the games last year. And with all of 

the other problems in the Qatar 2022 World Cup 

(football) without the pandemic, its success or 

otherwise will be closely watched. 


