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Carcing agamst fnancial Dlack San

U.S. stock market suffered a Black
Friday crash last week with the three
major indexes shedding nearly three per
cent, mainly because of worries about the
Federal Reserve's (Fed) taking a
heave—handed approach to interest rate
hikes. As a matter of fact, worsening

global inflation at present is closely
related to the Uncle Sam, bullying
behaviour and unreasonably imposing

sanctions on other countries, which play
havoc with global supply chain and
international trade and intensify energy
and grain price hikes. For the U.S., such
moves harm others without benefiting
itself in the end. In particular, the Fed's
aggressively tightening monetary policy
increases the risks of making policy
mistakes and leading to an economic
hard-landing, which certainly will pose a
great threat to the stability of the world's,
including Hong Kong's, economies and
financial markets .

Because of this, Financial Secretary
Paul Chan Mo-po gave an early warning
in his blog yesterday. He straightforwardly
points out that although “the gradually
subsided epidemic situation, coupled with
the boosting effect of the consumption
vouchers, will support a steady recovery
of the [Hong Kongl economy since this
quarter” “we have to stay vigilant to
the turbulent external environment,
particularly the geopolitical situation and
the interest rate trend.”

As inflation in the U.S. seems to spin
out of control, the Fed has to tighten
monetary policy more aggressively. This
will intensify stock, bond and property
price fluctuations to further expose the
fragility of America’ s economy and
financial markets, and even the world's,
to cause a new wave of financial storm at
any moment. Hong Kong's financial
supervision authorities must keep high
vigilance, not only watching out any
sudden change in capital flows, but also
keeping a close eye on unusual market
transactions and taking precautions
against vicious short selling for profiteering
by “big—crocodile” speculators to send
shocks to the financial markets.

Fed Chairman Jerome Powell recently
hinted a possible 50-basis—point interest
rate hike next month. He admitted that
the Fed had earlier misjudged inflation as

“transitory” so it would have to tighten
monetary policy more aggressively now.
Total interest rate hike during the current
rate—hiking cycle is likely to be more than
the total increase of 2.25 percentage
points in 2015-18. The resulted negative
spillover effect must not be
underestimated. Hence, Hong Kong must
not take it lightly but must make
preparations and responsive plans in
advance so as to strengthen our capability
to cope with any sudden change in the
financial markets.

The sudden the U.S.

change of
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monetary policy, from gquantitative easing
to monetary tightening, implies enormous
risks. First of all, inflation can hardly be
curbed unless the Fed increases interest
rates sharply. Actually, the fundamental
reason for high inflation in the U.S. lies in
that Uncle Sam wantonly waves the big
stick of trade sanction to impose
sanctions on China and other countries,
which however backfires in the end. In
addition, the U.S. does not do a good job
in epidemic controls so problems with
logistics and transportation crop out to
keep pushing inflation higher and higher.
The recent Russia—Ukraine  conflict
further agravates global supply shortage.
Therefore, the Fed wants to ease inflation
by increasing interest rates in an attempt
for the world to pay for the vices
committed by Uncle Sam.

The most unnerving is that the Fed
overestimates the U.S. economy's
capability to sustain monetary tightening.
So in addition to aggressive rate hikes, it
may also likely to start the process of
balance  sheet reduction, gradually
decreasing its stake in U.S. treasury
bonds to reduce the liquidity amounting
to trillions of U.S. dollars in the financial
market that it has injected into in past
years. Market liquidity may be tightened
dramatically and the economy may face a
serious test.

Secondly, the Fed's aggressive rate
hikes greatly increase the risk of sudden
changes in financial market. Right now,
the long—term interest rate of U.S.
treasury bonds already doubles that in a
year ago, prompting remarkable increases
in interest rates for enterprise financing
and housing mortgages. It is afraid that
too fast and too sharp rises of lending
rates would not only nibble away at
enterprises' profit margins but also
increase their debt burdens. So much so
that debt defaults could be triggered at
any moment.

Thirdly, America's aggressive monetary
tightening takes place amid global
de—dollarisation with many countries
continuing to reduce their U.S.—dollar
assets. In consequence, the super bubbles
of U.S. shares and treasury bonds are
likely to burst. The follow—on shocks are
hard to estimate. It cannot be ruled out
that a U.S.—dollar crisis could be
prompted. The International Monetary
Fund (IMF) has already warned that global
stock and bond markets were at risk of
further sell-offs as central banks including
the Fed, which are pursuing monetary
tightening globally, might be forced to
raise interest rates more than investors
anticipate.

The U.S. no doubt is the source of global
economic and financial risks. On the one
hand, it continues to unreasonably
suppress and impose sanctions [on other
countries]. This interrupts the global
industry chain and supply chain and
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8 3. Monetary tightening cragging down gobal mrkets

deepens energy and gain crises, and the
whole world has to pay for this, which
increases the downward pressure on the
world economy. On the other hand, the
Fed, which originally misestimated the
price trend, now has to speed up
monetary tightening. This unexpectedly
intensifies market fluctuations, posing a
major risk to global financial stability.
Right now the world is entering a period
of “three highs and one low” , namely
high debts, high inflation, high interest
rates and low growth rate. Investors must
carefully mange risks, remaining alert that
more financial black swans may come
on the scene.

e WORDS AND USAGE

¢ Play havoc with (sb/sth) (idiom) —

To cause issues or disruptions for someone

or something. ( & -BENREL )
Examples:

1.The road closures have played havoc with

rush—hour traffic.

2.This humidity is going to play havoc with

my hair.
¢ Out of control (idiom) —
Impossible to manage or to control. (
Examples:
1.The fire is burning out of control.
2.A truck ran out of control on the hill.
e Amount to sth (phrasal verb) —

If figures, sums etc. amount to a particular
total, they equal that total when they are

added together.
Examples:
1.The number of people

hundred.

2.Their annual fuel bills amounted to over

£6,000.

¢ Nibble (away) at sth (phrasal verb) —
To make (something) disappear or go away

very slowly. ( BR » —Zh—ZhH3E5E )
Examples:

1.The waves nibbled away at the base of

the cliff, year after year.

2.The mice nibbled away at the huge wheel

of cheese.
e Be/Come on the scene (idiom) —

To start to exist or to get involved in a

situation or activity. ( IR » &5 )
Examples:

1.Since computers came on the scene, the

world has changed greatly.

2.We were enjoying ourselves till she came

on the scene.
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Bring— M A VAR KM Kt AR P72 F AR
ZRUHh 7 0 bring something to a destination ©

f5l4] : Please bring some food here.

Take— MM R R R FIICR A RE RNV EE T
5 —{@#h 75 o Take something from a starting point
to another place.

f517] : Please take some food there.
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| love that stunning vintage brown Jaguar
cool rod car. ( IE#)

| love that Jaguar cool rod brown vintage
stunning car. ( #&z% )
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The teddy bear is aggressive, huge, hairy and
brown.
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BRIGEE ~ B CEATEE
12ESE T F o

L BIRE RS A R

3) #v&3 ( prepositions ) {ERIFHILEEN ?

Yes and No.
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| think you can find out what you enjoy and
what you are good at.

He knew that she was the one he had been
waiting for.

We always have a lot to talk about.
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