
IMF downgrades
The IMF has revised its global growth 
outlook for 2021 to 5.9% from the 6.0% 
forecast in July, citing supply disruptions 
and worsening pandemic dynamics. The 
US economy is as seen expanding at 6.0%, 
below July’s 7.0% forecast, and China is 
projected to grow at 8.0%, 0.1% lower 
than Julys call. For 2022, the world growth 
forecast was left unchanged at 4.9%

In the US, the year ahead consumer inflation 
expectations rose to 5.3% in September to 
record the series’ 11th consecutive monthly 
increase, while the 3 year expectations also 
increased to 4.2% from 4.0% for its 3rd 
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consecutive increase. Meanwhile, JOLTS 
job openings in the US dropped to 10.4 
million in August from the all-time high 
of 11.1 million in July in what was the first 
monthly decline since December 2020.

There were also a few Central bankers’ 
speeches with the Fed’s Raphael Bostic 
announcing “We are comfortable beginning 
taper in November as underlying inflation 
is indeed above committees objective.” 
The Fed’s Richard Clarida then added 
a “Gradual taper concluding mid-2022 
may soon be warranted” as the tapering 
conditions have “all but been met.” While 
the ECB’s Francois Villeroy stated “the risk 
remains that we fall short of 2023 inflation 
target.”

In European releases, the ZEW Indicator  
of Economic Sentiment for Germany 
dropped 4.2 points to 22.3 in October 2021, 
its lowest level since March 2020, while  
the expectation index fell to 24.0 moving 
further away from May’s 21 year high of 
84.4.

With the unwinding of the lockdown 
restrictions, Australian September business 
confidence surged 19 points on the month 
to +13, although Business conditions were 
a contradiction falling to +5 from August’s 
+14. 

Whatever your views of the New Zealand 
Government, one ‘feather-in-their-cap’was 
net debt, which is at 30.1% of GDP as  
at the 30 June — well below the 34% fore-
cast. The good news was the budget deficit,  

which fell to NZD4.6 billion in the year 
to June, and was much lower than the 
NZD15.1 billion shortfall forecast in the 
May budget and the NZD23.1 billion gap  
in 2020. Keep on paying taxes, people!

Following on from our comments on 
Monday about stagflation, well, it appears 
someone was actually listening, after the 
Bridgewater CIO stated “The problem is 
stagflation — that’s the real risk, and so many 
portfolios are massively exposed. The Fed 
faces certainly, the problem of inflation being 
well above their target, and the inability to be 
as easy as they’d like to be, and certainly the 
increasing odds that we’re facing bubbles” 

The overnight action 
Even though the US markets were fully 
open last night, there was a general  
feeling of pessimism. Equities were 
slightly weaker, FX markets were steady, 
and the T-bond is at 1.58%.

There was also an interesting piece 
from the analysis at Platts stating that 
the OPEC+ members did not hit their 
quota increases in September as the 19 
members were a combined 570,000 b/d 
below their allocations. 

No wonder the price is going up! Chinese 
on-shore iron ore also soared to a one-
month high of USD129.00, to record a 
25% rally in just three weeks.

Stay safe, stay dry, and hey, let’s be careful 
out there!  
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