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US 3m T-bills

Interest 
rates

↓

Share 
prices

↓

Feb-March 2020 
virus lockdown 

scare

March 2020 
bond crisis

Jan-Feb 2021 inflation scare 
blunts speculative phase (eg 

GameStop, cryptos, etc)

3 Nov 2020
Biden + 

Democrats win 
US elections

20 Jan 2021 - Biden 
inauguration, 
Trump leaves 

peacefully

Aug-Oct2021
Central banks admit inflation 
may not be transitory - talk of 

earlier rate hikes + possible  
'stag-flation' 

late March 
2020

fiscal + 
monetary 
stimulus

Australian & US Markets - since start of 2020

US shares

Australian shares

Aust.bond yields

US bond yields

short term interest rates

10 year bond yields

USD / AUD FX rate
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base

Aug 2021
peak of 4th 

wave of virus 
(Delta)April 2021

peak of 3th 
wave of virus

Jan 2022
Fed accelerates QT, 

prepares for rate 
hikes

Dec-Jan 2022
Omicron strain
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  World infections per day (left scale)  =  2,917,049

  World Deaths per day (right scale)  =  7,853

Daily Death rate
(right scale)

Daily infection rate
(left scale)

Coronavirus - key stats: World - 30 Jan 2022
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mid-1980s 
take-over 

boom

2003-7
China + 

credit boom
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property boom

Post WW-2 
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1980-2 
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1960-1 
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Aust shares
(log scale)
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2.
Korean War
June 1950 - July 1953

2

4.
Vietnam War (US)
Mar 1965 - April 1975

4

6.
Falklands War
2 April - 14 Jun 1982

6

7.
Gulf War ('Desert Storm')
2 Aug 1990 - 3 Mar 1991

7

8.
1st Russia-Chechen War
Dec 1994 - Aug 1996

8

9.
Iraq/US/UK 
'Desert Fox' 
16 to 19 Dec 1998 

9

11.
2nd Russia-Chechen War
Aug 1999 - April 2009

11

10.
Kosovo War
28 Feb 1998 - 10 Jun 1999

10

12.
Afghanistan / US
7 Oct 2001 - 30 Aug 2021

12

13.
Iraq War (US/UK)
19 Mar 2003 - 18 Dec 2011

13

14.
Russia-Georgia War
1 - 17 Aug 2008

14

15.
Russia invades + 
annexes Crimea
Feb-Mar 2014

15

5.
Iran-Iraq War
22 Sep 1980 - 20 Aug 1988

5

3.
Suez Crisis
UK/France/Israel -v- Egypt
29 Oct - 8 Nov 1956

3

1.
Chinese Communists 
claim China
1 Oct 1949

1



 



RISK 
↓ Negative for risk assets Positive for risk 

assets Changes Comments on recent activity / changes 

Virus 
pandemic 

New, more deadly strains – 
requiring more hard lockdowns. 

Lower demand, supply chain 
disruptions, another major hit to 

global corporate profits 

Vaccine roll-outs + new, 
more general vaccines – 

enabling return to ‘normal’ 
freedoms and economic 

activity 

Deterioration 

Vaccine levels are improving, albeit mainly in high/middle income 
countries, but the Omicron strain has sending infection rates soaring, 
hampering the lifting of restrictions. Broader vaccines are now being 
developed, which may decrease the impact of Omicron and future 
strains. 

Monetary 
Policy  

(interest rates + 
bond buying) 

Central banks tightening ahead 
of expectations – scaling out of 

QE + rate hikes 

 

Central banks keep rates low 
+ keep buying bonds to keep 

long term borrowing rates 
low 

Deterioration 
but still highly 

accommo-
dative 

US Fed and RBA both accelerating exit from QE and preparing for rate 
hikes in early-mid 2022. However, they a probably going to be quick 
to pause or reverse at the first sign of distress to economies or share 
markets. Several other central banks have started to raise rates. 

Fiscal Policy 
(government 

deficit spending 
& borrowing) 

Governments tightening policy 
more quickly than expected – 

via lower spending, higher taxes. 
Debt ceiling restrictions, or 

default fears, bring sudden end 
to spending / borrowing 

Governments supporting 
incomes and spending longer 
than expected. Debt ceiling 
limits extended or delayed 

Little change – 
still positive 

US Congress has scaled back Biden’s plans but is still very supportive 
of massive spending programs. Some fiscal ‘tightening’ as some one-
off payments are not repeated, but still extremely supportive. Tax 
hikes are still on the agenda, but progress is likely to be slow. The 
perennial US debt ceiling crisis was postponed once again. 

Inflation 

Years of ultra-loose monetary 
and fiscal policies led to 
persistently higher than 

expected inflation, prompting 
fears of, or actual, aggressive 

rate rises                         . 

Benign or low inflation likely 
to lead to lower policy cash 
rates or slower rate hikes 

 

Deterioration 

Rising food + energy costs due to supply constraints - Central bankers 
have now abandoned their view inflation is merely  ‘transitory’. Bond 
yields are still being kept artificially low by QE bond buying, but this is 
now being ended quickly. Central banks now moving more quickly to 
raise rates to fight inflation. 

Corporate 
profits 

Profits worse than expected, or 
sudden major collapse in profits 

 

Profits better than expected 

 
Improvement 

Profits continue to beat expectations in US, Australia, and other major 
markets, with few exceptions. Global profits already back well above 
pre-Covid levels, and still rising strongly, supported partly by deficit 
spending, but also by genuine pent-up demand. 

Asset pricing 

Expensive – not supported by 
fundamentals, driven by over-

confidence & optimism, 
supported by zero interest rates, 
QE asset buying + fiscal support 

– all of which are temporary 
 

 

Assets cheap relative to 
fundamentals, with pricing 

kept low by un-founded fear 
& pessimism  

Deterioration 

Levels of over-pricing have increased a little over the past quarter as 
share prices have risen further. 

Speculative fever seems to have waned since the Jan-Feb 2021 peak, 
although all assets are still being supported by artificial and 
temporary monetary and fiscal support – leaving markets vulnerable 
to any negative shocks. (NB. January correction brought pricing levels 
back) 

China 

 

China ‘hard landing’ - lower 
demand, production, 

employment, with social unrest, 
property/banking collapse, 

commodities price collapse, all 
leading to lower aggregate 

global corporate profits  

 

Stability & strong economic 
growth maintained via 

stimulus spending, consumer 
spending & confidence 

Some 
improvement 
in responses 

In the Evergrande /property crisis – government moving to take 
control to minimise contagion and social unrest, albeit with losses to 
shareholders and bond holders. Production cuts due to energy crisis, 
resulting in global supply chain. Australia affected by lower iron ore 
prices + trade restrictions, although is exporting more LNG to China. 
Falling prices of Chinese/Emerging Markets USD bonds – due to 
impending rising US interest rates and USD.  

Geo-political 
conditions 

 

Sudden military action that 
significantly reduces global 

trade, investment, movement of 
goods, spending, profits 

Predominantly peaceful 
(‘cold war’) military build-up 

+ spending = good for 
business + commodities 

prices 

 

Some 
deterioration 

Xi moving toward planned ‘liberation’ of Taiwan, with increased 
military activity, plus further violent clashes in Hong Kong. Xi sets 
target of 2025 to be ready and able to invade Taiwan (and presumably 
win a war against US/Japan/South Korea/Australia). However, near 
future is likely to be further military build-up in region/world rather 
than military invasion of Taiwan. Xi-Biden meeting ambiguous. Russia 
likely to invade Ukraine, as it did with Crimea in 2014, with the US 
again unlikely to go to war to defend it. 

Trade/Tech 
Wars 

Increase in tensions, winding 
back globalisation, increased 

protection raising costs, cyber-
attacks (or widespread fear 

thereof) causing major damage 
to global corporate profitability, 

confidence, spending 

  

No escalation in tensions or 
restrictions that would 
negatively affect global 

profits 

Little change 

US/global companies continuing to reduce reliance on China, several 
tit-for-tat bans and restrictions from both sides. However, despite on-
going diplomatic rhetoric, soaring sales of Apple iPhones bought by 
Chinese inside China.  

Regulatory 
attacks 

 

Regulatory attacks to close 
down, break up, or restrict US 

‘big-tech’ 

  

Monopolies allowed to 
continue unaffected; or 
break-up not necessarily 
negative for aggregate 
profits; or competition 

benefits 

Little change 

China increasing attacks on its own tech companies (for internal 
political purposes), but little or slow progress in Europe & US against 
US tech giants. Battles to break up the US monopolies are likely to be 
very drawn out over many years 

Climate 
change 

 

 

Worst case would be 
widespread permanent damage 
to aggregate corporate profits 

caused by rising global 
temperatures, or by radical 
legislation designed to cut 

carbon emissions 
 

Companies adapt to 
changing conditions as they 
have always done, and/or 
new opportunities arise to 

replace profits lost in legacy 
industries 

 

Little change 

Companies and countries everywhere have made bold ‘me-too’ ‘Net 
zero by 20xx’ promises, but with very scant concrete action plans to 
actually reduce emissions to zero (‘The next, next, next leader/CEO 
can worry about that!’).  

Supply disruptions and soaring energy costs have highlighted 
difficulties in shifting too quickly away from fossil fuels, now leading 
to more support for fossil fuel supplies, and likely to elongate the 
timetable and support for transition. 

Australia likely to benefit from supplying key commodities for 
renewables industries.  
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