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US Bond Collapse and Inflation Fight -  October 2022 
The Great US Bond Bubble Is 'Poof, Gone' 
Worst Year Since 1949 Likely
Bloomberg 9/24/2022 Highlights 
Week by week, the bond-market crash keeps 
getting worse, and there's no clear end in sight. With 
central banks worldwide aggressively ratcheting up 
interest rates in the face of stubbornly high inflation, 
prices are tumbling as traders race to catch up.  

Two-year US Treasuries are in the longest losing 
streak since at least 1976, dropping for 12 straight 
days. Worldwide, Bank of America strategists said 
government bond markets are on course for the 
worst year since 1949, when Europe was 
rebuilding from the ruins of World War II. 

The escalating losses reflect how far the Federal 
Reserve and other central banks have shifted away 
from the monetary policies of the pandemic, when 
they held rates near zero to keep their economies 
going. "Bottom line, all those years of central bank 
interest-rate suppression -- poof, gone," said Peter 
Boockvar, chief investment officer at Bleakley 
Advisory Group. "These bonds are trading like 
emerging market bonds, and the biggest financial 
bubble in the history of bubbles, that of sovereign 
bonds, continues to deflate." Measures of the ability 
to trade are already the worst since early 2020. 

The latest leg downward was fueled by the Fed 
meeting Wednesday, when the central bank raised 
its policy-rate range to 3% to 3.25%, its third 
straight 75 basis-point hikes. Policymakers 
indicated they expect to push the rate beyond 
4.5%. Fed Chair Jerome Powell said the bank "is 
strongly resolved to bring inflation down to 2%, and 
we will keep at it until the job is done." 

The scale of the expected interest-rate hikes will 
likely only deepen the Treasury market's losses. 

"With more Fed rate hiking coming and quantitative 
tightening, as well as the possibly more 
government debt issuance down the road amid 
fewer Treasury buyers out there now, it all just 

means higher rates," said Glen Capelo, managing 
director at Mischler Financial.   

"Whether 4.6% is the peak rate or they have to go 
further depends on the inflation trend," said 
Andrzej Skiba, head of the BlueBay US fixed-
income team at RBC Global Asset, who is 
cautious about being exposed to longer-dated 
interest-rate risk. "The market is totally at the 
mercy of incoming inflation data, and while our 
view is that inflation will decline, the degree of 
confidence in that forecast is low." 

The Inflation Fight Outlook 
While the US supply chain issues are largely 
resolved, we still have problems with China's 
manufacturing Covid lockdowns and disruptions of 
needed imports to the US. 

The US also has a vast labor supply problem 
driving up wages and inflation. In the past, this has 
often been met by foreign workers. Today 
immigration is a hot political issue with no 
agreement in sight.   

Higher food prices are expected, as drought is 
hammering key growing regions in many parts of 
the world. In the US, drought has afflicted around 
40% of the country for the past two years and is 
dinging yields of corn, wheat, rice, potatoes and 
more. Corn is used not only for humans to eat but 
for livestock feed that becomes meat, and is even 
used in food packaging.   Kiplinger 9/14/2022 

Food inflation is global with not only droughts but 
massive flooding due to the warming climate. In 
Canada, "Even economists were dismayed to see 
food inflation rise at the fastest pace in more than 
40 years in August, with newer data showing the 
price of groceries is continuing a seemingly 
unablated surge."  Toronto Star 9/22/2022 

Europe has been taking many actions to shift from 
Russian energy supplies, especially to shift more 
to Liquified Natural Gas (LNG), which can be easier 
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shipped into Europe without pipelines needed for 
oil and gas. World energy prices have been 
declining.  

With the Fed fighting inflation, equity indexes in late 
September declined to at or near their June lows 
after a choppy but overall rebound since June.  

While I have been encouraging clients to add more 
value equities and potentially more timely or less 
volatile options, most clients are "staying the 
course." (Me also.) Historically rebounds are more 
significant and faster than declines, which is why 
market timing often results in lower long-term 
returns. MSNBC Closing Bell 9/2022 

Sharmin Mossavar-Rahmani, chief investment 
officer for wealth management at Goldman Sachs, 
advises patience. "Stay invested," she says. A 
recession in the US is at least partly priced in, she 
says, and the relentless rise in the dollar will help 
to tame the Fed's inflation problem. "When equities 
have already suffered a significant drawdown prior 
to the onset of a recession — as is the case today 
— history suggests investors are better off staying 
the course," she asserts  Financial Times 9/23/2022 

August Retail Sales Supported by Job and 
Wage Gains Amid Continued Inflation 
September 20, 2022, Consumers' willingness to 
spend overcame inflation again in August as more 
jobs and higher wages helped ease some of the 
pressure of continuing high prices, the National 
Retail Federation said. 

"August retail sales show consumers' resiliency to 
spend on household priorities despite persistent 
inflation and rising interest rates," NRF President 
Matthew Shay said. "As we gear up for the holiday 
season, consumers are seeking value to make 
their dollars stretch. Retailers have been hard at 
work managing their supply chains and holiday 
inventories to provide consumers with great 
products, competitive prices and convenience at 
every opportunity. We are relieved and cautiously 
optimistic that the potentially devastating rail strike 
has been averted, and we appreciate the Biden 
administration's intervention on behalf of 
businesses and consumers." 

"Household spending remains steady even as 
costs continue to rise," NRF Chief Economist Jack 
Kleinhenz said. "Consumers continuing to spend 
more each month points to the benefits of strong 
job and wage growth and their use of pandemic 
savings to help handle persistent elevated prices. 
Consumers are showing their toughness, but they 
have limited options and cannot continue if prices 
do not begin to soften." 

The US Census Bureau said overall retail sales in 
August were up 0.3 percent from July and up 9.1 
percent year over year. That compared with a 
month-over-month decline of 0.4 percent and a 
year-over-year increase of 10.1 percent in July. On 
a three-month moving average, sales were up 9.3 
percent year over year. 

Market Recommendations 
I continue to recommend from recent pdf 
reports on hutchisonria.com: 
Reasons to Stay Invested in Volatile Times 
https://dhutch.news/StayInvested2022  

Include Value and Growth in Portfolios: 
https://dhutch.news/ValvevsGrowth2022  
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The views and opinions expressed are as of the report's 
date and are subject to change at any time based on market 
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as investment advice, since recommendations will vary 
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