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Do You Believe the World is Finally Entering a New Inflationary Paradigm 

After About Two Decades of Low Interest Rate Environment and Would it be 

Detrimental to Global Growth and Financial Markets? 

In March 2022, the US recorded the highest surge in inflation in 40 years at +8.5% year on year. US 

inflation has been running hot since mid 2021 and coming in higher than economist’s expectations. 

The bond market has priced in nearly seven 25 basis point hikes. We hope that inflation will peak 

this year as economies around the world open up and supply chains are restored. This should 

lighten the pressure on the Fed to hike aggressively.  

However, the situation down the road is far from clear. We have yet to see the end of the Covid-19 

pandemic. Meanwhile, the Russia-Ukraine conflict that had broken out in February further 

heightened energy prices and can be expected to cause further disruptions.  We believe that 

inflation will continue to stay on the high side as long as input costs remain high, due to supply 

disruptions, logistical challenges, and high commodity prices. While inflation rate would cause 

negative market sentiments, we believe that there will still be companies in growth sectors which 

will continue to grow and provide shareholders with opportunities for returns.  

We believe the key risks for 2022 are as follow: 

1. Geopolitical tension 

2. Covid-19 and new variant cases; 

3. Persistent high commodity prices; 

4. Rising inflation and rising interest rates; 

5. Slowdown of corporate earnings growth; 

6. Supply chain disruption; and 

7. Tightening monetary policy. 
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Never Fully Invest at All Times
By: Dr. Tan Chong Koay, Founder and Chief Strategist of Pheim 


