


Agenda: Stagflation!

• US inflation strong

• Chinese inflation weak, except for US

• Commodities battleground/energy crisis

• Monetary and fiscal policy

• Australian inflation

• Investment implications



Theme Du Jour



Expectations rising. But are they a predictor. 



US inflation strong



US inflation: few signs in sticky inflation

Annualised Data 3 month annualised growth: core



US inflation strong



US inflation strong

● Transitory fading

● Sticky increasing

● Wages?

● Growth fading on fiscal cliff



Chinese inflation weak

● Consumer inflation very weak

● Producer inflation very strong but all in commodities

● Property shakeout enduring and huge headwind
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Commodities battleground/energy crisis

● Wall Street flogging commodities inflation hedge/supercycle

● No underlying shortages of anything

● US and China slowing sharply. Europe next

● Underlying surplus to become apparent over time

● Most acute in energy where coals and LNG to crash

● Base metals at risk too as China slumps

● Virtuous cycle turns vicious cycle



Monetary and fiscal policy

● FOMC to taper lifting DXY with Bidens stimulus

● ECB slower despite fiscal boost

● None of it enough to support commodities as China slows

● China/EM crisis in 2022, Fed derailed

● Australian income shock + macropru + immigration = lowflation

● RBA may or may not taper but no rate hikes...ever again...



Investment implications

● Commodities/energy bubble bursts

● AUD falls

● Bond yields fall

● Stocks correct then resume Goldilocks bull market

● No stagflation, just the usual stimulus pulses



What signs of inflation are you seeing?
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