Quality Listed Portfolios
Monthly Market Update – November 2021
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Global
Major developments over the past month include concern over a new COVID variant (Omicron) and the US Federal Reserve
(the Fed) suddenly turning hawkish on inflation, after the recent reappointment of the Fed Chair, Jerome Powell. This had led
to increased volatility in financial markets, which previously seemed primed for a Christmas rally.
It is early days on the Omicron variant, but it does seem to be more infectious but less virulent. If so, it could turn out to be a
net positive in that it could spread natural immunity to the COVID virus. In addition, existing vaccines may remain effective
against Omicron but in any case, new vaccines or booster shots might prove to be effective, within a short timeframe.
Nonetheless, fears of new travel restrictions and lockdowns, particularly in Europe, have led to a retreat in bond yields and
commodity prices. In addition, many stock sectors, like technology, have become more volatile.
Adding fuel to the fire has been the Fed taking a more hawkish stance on monetary policy. It is now more worried about
inflation persisting (dropping the word ‘transitory’) and plans to wind up asset purchases by March 2022, with the first interest
rate hikes possible by mid-2022. This is a positive and a negative. Bond markets will be comforted that the Fed is starting to
act on inflation (preventing bond yields from rising too rapidly) but equity markets will be concerned that interest rates are set
to rise over 2022.
Complicating matters are patchy growth and employment numbers globally. Growth trends are improving but employment
numbers remain stubbornly below expectations, particularly in the US, and suggest that workers are not responding to job
openings. It seems higher wages will be required to coax workers back into the workforce. Wage inflation along with ongoing
supply chain issues seem to be main short-term drivers of inflation.
Longer term, the transition away from fossil fuels to clean energy may also be inflationary, as replacing coal, oil and gas, in
many key industrial processes like transport, steel, cement, fertiliser and plastics won’t be easy and is often more costly in the
initial transition phase.
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Lastly, China issues seem to be on the back burner for now, with the US and China opening up communication recently and
China’s largest property developer, Evergrande, staving off creditors for now. However, the state of China’s property market
and its property developers continues to remain a key risk.

Australia
Economic activity has gained momentum, as NSW and Victoria reopen after reaching 90% double-dose vaccination rates.
Omicron has thrown a little doubt on national and international borders opening up into Christmas but the verdict on
Omicron’s status should be known shortly. As mentioned above, anecdotal evidence suggests it may be more infectious but
less virulent – let’s hope so!
Both major parties have adopted a net zero carbon policy by 2050, but there is a lot of hard work ahead to transition from
fossil fuels (which still make up over 80% of our energy needs) to clean energy. A particularly wet and eventful ‘La Nina’
summer seems to be another reminder that climate change is not going away.
The RBA is expected to wind up its bond market activity by February 2022 but is adamant it has no plans to increase the cash
rate in 2022. With the Fed bringing forward potential interest rate increases to mid-2022, the USD has been strengthening and
the AUD falling. The expectation is that the AUD will remain weak, while the RBA maintains the cash rate at 0.10% but any hint
of the RBA becoming more hawkish could see the AUD rally.
The Federal Government is running into an election due by May 2022. Both major parties are already campaigning with
COVID, climate change and the budget likely to be key issues. With the LNP government already running very loose fiscal
policy, there seems to be little difference between the two major parties nowadays!

Outlook
The outlook generally remains positive based on very accommodative fiscal and monetary policy. The COVID pandemic
remains a key risk, although it should fade in 2022. The other major risk is inflation and central banks being forced to tighten
monetary policy.
The key known risks ahead seem to be:
COVID pandemic (should fade in 2022);
Inflation (supply bottlenecks, labour dislocation, ESG transition);
China (Xi pivoting back to Mao policies and property bubble);
Regulatory interventions (related to market failures and/or ESG issues); and
Geopolitical tensions around trade, security and sovereignty.
The next key events on the calendar include:
US Fed meeting – 14-15 December 2021
US $28.5 trillion public debt limit - must be lifted by 15 December 2021
US 4Q21 reporting season – February 2022
Australia 1H22 profit season – February 2022
Australian Federal Election – March/April 2022
Australian Federal Budget – May 2022
Bill Keenan
Principal, Portfolio Manager
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Warnings, Disclosure and Disclaimer
Date issued: Tuesday, December 7, 2021
This document is provided by Bluebird Portfolio Services Pty Ltd (Bluebird), ABN 91 620 481 218, AFSL 503266.
General Securities Advice
Any advice provided in this document, is general in nature only and does not take into consideration an investor’s objectives, financial
situation or needs. Before acting on the advice, the reader must consider whether it is personally appropriate considering his or her
financial circumstances or should seek independent financial advice on its appropriateness.
Past performance is not a reliable indicator of future performance.
Disclosure
Bluebird DOES NOT accept fees or gifts from companies or product issuers.
Bluebird and its respective officers may have an interest in the securities or derivatives of any entities referred to in this material. See
https://www.bluebirdportfolios.com.au/documents for a list of Director shareholdings. The analyst hereby certifies that all the views
expressed in this report accurately reflect their personal views about the subject investment theme and/or company securities.
Disclaimer
The material in this document has been obtained from sources believed to be true but neither Bluebird nor its associates make any
recommendation or warranty concerning the accuracy, or reliability or completeness of the information or the performance of the
companies or portfolios referred to in this document.
Any opinions and or recommendations expressed in this material are subject to change without notice and Bluebird is not under any
obligation to update or keep current the information contained herein. References made to third parties are based on information believed
to be reliable but are not guaranteed as being accurate. Although every attempt has been made to verify the accuracy of the information
contained in the document, liability for any errors or omissions (except any statutory liability which cannot be excluded) is specifically
excluded by Bluebird, its associates, officers, directors, employees and agents. Except for any liability which cannot be excluded, Bluebird,
its directors, employees and agents accept no liability or responsibility for any loss or damage of any kind, direct or indirect, arising out of
the use of all or any part of this material.
Recipients of this document agree in advance that Bluebird is not liable to recipients in any matters whatsoever otherwise recipients should
disregard, destroy, or delete this document. All information is correct at the time of publication. Bluebird does not guarantee reliability and
accuracy of the material contained in this document and is not liable for any unintentional errors in the document
This communication is intended for the named recipients only. It is confidential and may contain information which is privileged or
personal. If you are not an intended recipient, you must not disclose or use this communication for any purpose. If you have received this
communication in error, please call us and then destroy the communication or delete it from your computer system.
COPYRIGHT © 2021 Bluebird Portfolio Services. This report is subject to copyright. Except for the temporary copy held in a computer’s
cache and a single permanent copy for your personal reference or other than as permitted under the Copyright Act 1968 (Cth), no part of
this report may, in any form or by any means (electronic, mechanical, micro-copying, photocopying, recording or otherwise), be
reproduced, stored or transmitted without the prior written permission of Bluebird. This report may also contain third party supplied
material that is subject to copyright. Any such material is the intellectual property of that third party or its content providers.
www.bluebirdportfolios.com.au
bill.keenan@bluebirdportfolios.com.au
M: 0403534426
T: 03 8840 7886
Exchange Tower, Level 1, 530 Little Collins Street, Melbourne, VIC 3000.
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