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Market Update Australia
This month, Jigsaw want to explore the economy to help enable our network to make informed career choices that
will hopefully ensure a stable income over the next decade. The table below (Table 1) represents price changes in
the Australian economy from Qtr. 1 to Qtr. 2 and we can see inflation is on the rise. Month on month inflation is up
0.2% annualised at 3.8%. Jigsaw predict this annual inflation will be over 6% over the next couple of months.
The CPI index has moved from 117.8 to 118.95. The CPI measures the increase in household purchases excluding
business capex. Included in the CPI are items such as groceries, rents, household assets, clothes, and fuel. Core
inflation is also up from 1.1 to 1.6. Core inflation is an indicator of persistent inflation and incorporates the change
in costs of goods and services in the economy, discounting the most volatile aspects of consumerism such as food
and energy. So, household costs are on the rise and business costs look no better, judging by the inflation re import
prices.
This inflation cycle is happening on a backdrop of never-ending lockdowns, which is slowly but surely killing the
Australian economy. The government policies are creating so much economic carnage it is almost hard to fathom.
Import prices were rising when the AUD was sitting comfortably over 0.76. At time of writing the AUD has dropped
to 0.71. A combination of factors has impacted the Australian currency.
The two main catalysts being the NZ housing policy changes to remove tax incentives for investors (predictive
sentiment impacting Australia) and less exports of iron ore to China, where the demand drop has seen the spot
price crater. If this persists (China demand down 2.1%) it will further drive the price up on imports adding to
inflationary forces. A weak dollar has typically been a good thing for the Australian economy, as it assists its export
market, keeping a trade balance surplus, which as we know is mostly made up of iron ore. Iron ore has taken a
dramatic drop in spot price since the middle of July, dropping from circa $220AUD/T (at time of writing) to
$157AUD/T on the back of China cutting production to ease off an investment bubble across its real estate sector.
Jigsaw forecast this drop would happen in Jan 21 and to some degree we were right, but we did not predict the
sustained rebound from Feb through to July.
The narrative is China curbed production to meet carbon targets and to ease off pressure in its property markets,
yet Jigsaw feel the true reason is inflation. China, as a huge influencer of the commodity markets wanted to drive
down inflation of key commodities, and so pushed externally a negative narrative and sold off reserves across
copper, aluminium, and zinc to keep spot prices in check. For the short term it has worked, yet this bluff will likely
not last long. Australia trade will be hit with a double blow as China continues its squeeze on our economy, as it will
also be pulling its own exports from Australian shores, most notably steel, which Australia heavily relies on for its
infrastructure. This will create a supply shock, as Australia’s demand for steel requires it to import at least a third of
its supply requirements. In combination with the freight crisis, the country will not easily be able to source materia l
from other suppliers and again, these factors all lean to further inflationary forces in the short to medium term.
What may impact Australia’s commodities markets over the longer term is the US withdrawal from Afghanistan.
Jigsaw will stay away from the political complexities, the news outlets (Jigsaw would recommend independent nonmainstream propaganda sites) will cover this narrative in greater detail. Jigsaw will comment on the $1 trillion+ of
untapped resources in the ground to be mined in Afghanistan that will give China access to untapped resources of
copper, lithium, opium, and rare earths. The CCP has already met with the Taliban leaders offering their support for
the new regime, and this will no doubt lead to China having access to these resources further strengthening their
position to punish Australian exports. This, with the support of Russia, could remove China’s reliance on materials
from Australia entirely creating a genuine crisis for the Australian economy.

Table – Prices Changes in the Australian Economy from QTR 1 to QTR 2
QTR 1

QTR 2

Inflation Rate

1.1

3.8

Annual prediction of inflation

Inflation Rate Mom

0.6

0.8

Month to month inflation

117.9

118.8

Measures weighted average basket of consumer goods (households)

118.36

118.95

Index measures CPI subtracting Energy and Food

1.1

1.6

104.92

104.92

Inflation caused by supply and demand
Measures changes in price for all goods and services produced in
economy

112.8

113.6

Measures movement in selling prices from domestic production

0.2

2.2

Increase/decrease in price received for domestic goods produced

Export Prices

121.3

137.3

Increase/decrease in goods/services/materials exported

Consumer Price Index CPI
Core Consumer Prices
Core Inflation Rate
GDP Deflator
Producer Prices
Producer Prices Change
Import Prices

106.1

108.1

Cost of goods/services/materials imported

Food Inflation

0.7

0.7

Price changes in food

Inflation Expectations

4.4

3.7

Expected rate of inflation of the year

CPI Housing Utilities

120.9

121.3

Cost of utilities inflation/deflation

CPI Transportation

106.9

109.9

Cost of transport

Regarding labour, yet again this month the Liberal Government are promoting a drop in the unemployment rate
from June to July, (4.9% to 4.6%) even though there is a decrease in the overall employment participation rate from
66.2 to 66. Overall unemployment figures have reduced from 679,100 to 639,200 and employment has risen from
13,154,200 to 13,156,400. On the surface these statistics look promising, yet productivity tells a different story
(-3 million hours). According to Martin North who is a leading analyst on the Australian economy, these figures do
not tell the full story and the stats are fudged. According to his numbers, the volume of people on zero hours from
being stood down is up from 156,000 to 181,500 from June to July. Back in May this figure was only 56,000.
Martin believes the real rate of unemployment is closer to 9%. No doubt, the numbers for August will be shocking,
as QLD’s lockdown has caused over 6,000 people to lose their jobs with many businesses going into administration
and many more businesses threatening further layoffs. Vaccine mandates will increase this tragedy, as governments
illegally coerce private businesses to mandate vaccines for their workers. Frontline public sector workers (Nurses)
are being directly forced to be vaccinated to retain their jobs. These policies are being enacted on a sector that
already has a shortfall of workers. These measures will place huge strain on the healthcare sector. Additional
sectors under the spotlight include Travel, Logistics and Construction. Expect huge supply shocks as workers reject
the mandates, which could lead to shortages of much needed supplies and dramatically increase business opex
costs as legal expenses skyrocket.
As the economy changes for better or worse, the companies that make up the economy experience change. These
changes can be adverse or favourable depending on the sector. The cost of time and money (debt markets) heavily
impact both consumers and businesses, typically impacting investor and central bank decision making. Even before
the pandemic, there has been a lot of chat re the markets, with plenty of debate on whether Western countries
were going to experience a deflationary or inflationary pressure.
The outcome of either could dramatically impact your employment moving forward.
With this in mind, Jigsaw wanted to take our readers through a high level walk through of deflation/inflation, first
looking into how these forces benefit governments, central banks and the currency itself, then exploring the past 50
years of the US economy. Jigsaw will look at how interest rates impact the dollar, commodities and the real rate of
interest. We will do our best to find correlations between the debt markets, currency, commodities and fed funds
rate, so that we can obtain some idea of what will happen in 2022. From here we will look at industry sectors and
assess their merits and demerits for procurement and supply chain professionals.
As always, we hope you enjoy the content.
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Understanding the Economy
In Diagram 1, Jigsaw has positioned two circles representing monetary velocity. The larger outer circle represents
inflation. If we imagine money as water, and the circle itself as the sides of a circular riverbank attempting to
contain the water, we can see that the higher the velocity of money (money passing between people re
transactions), the more pressure is placed on the inner walls of the riverbank, in turn eroding them and making the
circle larger. The more volume of water (money supply) and the faster it travels (spending), the larger the economy
becomes. The smaller inner circle represents deflation. As money velocity slows down (less spending more saving),
the money supply shrinks and the circle contracts. This ever-decreasing circle represents a shrinking of the
economy.
The central banks use two levers in an attempt to manage this inflation/deflation dynamic which are fiscal policy
and monetary policy. Keeping it simple, monetary policy is interest rate manipulation whilst fiscal policy is open
market operations (money printing & collateral swaps) and taxes. Diagram 1 indicates the advantages of inflation vs
deflation for governments, or at least indicates how governments typically view the benefits of inflation over
deflation. In reality, as we will later find out from reviewing the long term data, some of the economic thinking does
not play out so cleanly. For instance, it is not true that high inflation = low unemployment or that high inflation =
economic growth.
It is also not true that a deflationary economy always = falling consumer prices or high unemployment.
The economy is a highly complex system that is challenging for the most intelligent economically focussed minds to
wrap their heads around. The forces that shape supply/demand/debt/value/price etc are very hard to predict. Just
like an investor has to assess where to invest capital to obtain strong returns, the workforce will also have to have a
similar critical eye on how businesses are reacting and planning to counter economy trends. Jigsaw believes the
strongest forces that impacts economics is scarcity of supply combined with demand. These two forces create the
ebbs and flows of price and value. If we take oxygen as an example, it is in abundance and it is free, as nobody has
found a process to manipulate it and restrain its supply. As long as you are on land air is free. If you want to explore
the seabed however, unless you have gills you are going to have to pay for the privilege of breathing, which in turn
will create the demand for air. The price you pay will be allocated to the time you have underwater and this would
equate to the value.

Why is Inflation a target to be achieved?
Governments are constantly pushing for 2% inflation which raise a question. Why is paying more for goods and
services a good thing for us, the citizens of an economic model? It seems to be the opposite of what most
consumers want, which is to find products that are cheaper. An economy that is healthy is deflationary by default,
not inflationary as is believed. As goods are more efficiently produced, the cost of goods goes down. Economies of
scale and innovation ensures this outcome. As the cost of products come down, the more products are typically
consumed. Higher levels of consumption equal higher profits. Higher profits equal operational expansion. Expansion
of an operation results in higher employment, and high employment creates more people with the res ources to
consume. This creates enough market share to introduce competition, and enough consumers to spread the capital
across multiple businesses. Businesses that get greedy and increase prices too high that are out of sync with value
expected by customers lose market share. Businesses that innovate to give customers more value increase market
share. And the cycle goes on.
The reason we have central banks and governments around the world pushing for inflation is because it passively
taxes the population and lowers the value of government debt (passive discount rate on future liabilities). As prices
rise by 2% year on year, business expenses rise resulting in operations attempting to counter measure these
increases with wage stagnation, outsourcing, offshoring or hiring immigrants (insourced deflation of wages). This
results in what Australia has been exposed to for the past decade, wage deflation on a backdrop of low interest
rates and inflation. Even if wages were stagnant at 1.5%, with a 2% inflation rate being achieved there would be a
negative 0.5% wage deflation. Then there is the increase in GST - 2% inflation is a 2% increase on the 10% GST. Each
dollar spent on consumer goods etc is enabling the government to take 0.2c on every 10c. That does not seem like a
lot, but when we consider consumer spending in the month of May for Australia was $268,245,000.00, a target 2%
inflation on GST would be $536,490.00 additional revenue to the government.

In a healthy, well-engineered economy purchasing power would increase, not decrease. As more people secured
employment as a result of businesses growing, the demand of labour would increase, resulting in wage rises due to
labour scarcity in addition to deflating prices.

Diagram 1 – Dynamics of National Currency

50 Year US Economy
The below tables and charts represent the US economy from 1970 to present day. Jigsaw always like to default to
the US economy over the Australian economy as it is larger with bigger capital markets. As most economies are
either defined by the USD or the Euro, it makes sense that trends that start in the US trickle down to smaller
economies. Jigsaw have split up the past 50 years into decades to better illustrate the trends. We will attempt to
understand how interest rates, inflation, deflation, and currency strength impact industries and in turn attempt to
understand how employment choices can be reconciled with these complex dynamics at play.
Note. The figures indicated throughout each year are the averages. In truth, all the figures would have peaked and
dipped throughout each year. What we have included is the average rate or value for a given year to capture trends
and correlations.
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1970 – 1979

Investments
The 1970’s was the decade of stagflation. Jigsaw have written in previous articles in detail about the 70’s stagflation
so we will keep it brief here. Stagflation is a phenomenon which occurs when there is inflation (increase money
supply and rising prices) when economic growth is stagnant or receding. Stagflation is the worst scenario to
manage, as on the one side you have a shrinking economy that requires cheap money to spur investment and
growth, yet on the flip side, people are spending money rapidly to combat rising prices of tomorrow. In a healthy
banking system, this results in central banks raising interest rates to combat the resulting negative real rates to
encourage a slowing of spending, which in turn, unfortunately pushes investors away from the stock market
because the discount rate exceeds the rate of typical dividends.
A discount rate rising above 4% ensures the risk investors take allocating their capital to stocks (especially growth
stocks) is no longer worth it. As interest rates rise, the cost of debt increases, which makes growth challenging for
companies. As investor capital is hard to attract and debt is expensive, company growth contracts and results in
higher unemployment. The final icing on the doomsday cake is rising consumer prices as inflation runs wild further
deterring customers appetite for consumption. In the 1970’s, the stock market was a terrible place to keep your
money. Over the decade, the DJ Industrial average went from circa 800 points to 840 points. It essentially did not
move. Inflation adjusted; the losses would have been over 40% for most investors. The bond market too was a
terrible place to position your capital as the yield received was below the rate of inflation, and the high interest
rates destroyed the value of the bond principle.
So, the question is, what assets did well?
In the chart above, Jigsaw have circled correlating assets. The clear trend is when the USD is strong and real rates
are positive, gold, and other commodities are poor performers. As is the case at the start of 1970.

As inflation took hold and the USD lost value via expansion of its supply, real rates (interest rates – inflation) went
negative and as a result, gold, silver, and other real assets rise in value. What Jigsaw have not shown in these charts
is land and property values, which also did very well through the 70’s cycle. Farmland and property in key locations
went up with inflation and a crisis in Russia re grain aided exports to surge. Any debt used to acquire these assets
was devalued as the nominal value of the debt was decimated by the inflation.
The key takeaway re the data above is the fed funds rate rising and falling to an attempt to manage volatility in the
market. As inflation rises and falls so do interest rates. This keeps the real rates of interest in check and reduces the
damage caused to peoples purchasing power.
In the 70’s, this enabled real rates of interest to stay within 0 – (2%) even when inflation was hitting an average of
12.3% in 1974. For reference of where we are at today re rates, please see Table 2 which captures the current
interests in Australia and the impacts these figures have on a $100 of cash. Jigsaw have applied this table as a
reference tool to the 70’s as we predict the future will be closer to this period than any other, with variations being
no central bank tightening and contracting economic growth.
Looking at the current interest rates in Australia, if you kept your cash under a mattress, in a year’s time it would be
worth $96.34. If you buy a 1-year bond at the longer-term interest rate of a 10-year bond, you will receive back
$97.48. Right now, in Australia, the inflation rate has jumped from 1.1% to 3.8% in the period from May to June.
That is a huge 2.7% increase. The real rate of interest is now -3.7% and we are only just getting started. That is circa
negative 1.7% greater than any average negative rate in the US through the entire 70’s.

Table 2 – Current interests in Australia and the impacts these figures have on a $100
Example Wealth

1 Year

$100

1

Real Interest
Bond Yield
Rate
3.70%

Discount Rate =
Cashflow/1 +
Discount Rate X Time

Industry Winners
Technology
Mining
Manufacturing (Dependant on Product)
Mining (Commodity Dependant)

Inflation
Rate

Cash Rate

1.19%

3.80%

0.10%

$101.09

$96.34

$100.10

Real Bond
Return

Real Cash Rate
Return

Real Discount Real Discount
Rate of-3.7% Rate of -3.7%

$97.48

$96.53

Industry Losers
Finance
Manufacturing (dependant on Product)
Mining (Commodity Dependant)
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1980 – 1989

Investments
The early 80’s was a recession, which Jigsaw have highlighted in a pale yellow for 80 – 82. Unemployment was at
circa 7.5%, and average inflation was over 13%. As a result of this high inflation, the fed funds rate was raised up to
16% to combat it. These drastic actions enabled real rates to be over 7% in 81 and 8% in 82. This monetary policy
created economic deflation, as the discount rate crippled the stock market for the first half of the 80’s. As with the
70’s, gold did extremely well when the real rate of interest was under 1%, combined with the USD losing value,
registering 0.86 on the DXY in 1980. In the early 80’s mortgage rates were above 20%, and many banks were failing
as mortgage debtors defaulted on mass. Forty-nine US banks failed, with a further 500 identified as being on the
edge of failure. As a result, real estate prices plummeted. High interest rates also took their toll on oil prices, further
damaging the US energy markets. High interest rates also decimated the value of farmland causing it to drop by
60% in the early 80’s. This was a legacy of the 70’s, where demand was high for agriculture produce as a result of
changing dietary requirements across the US and a huge export market to Russia. As the cold war escalated and
Russia invaded Afghanistan, grain sanctions were placed on Russia and the exports market was crippled. This,
combined with high interest rates created a glut of grain supply, dropping the price of grain adding to the
catastrophe. As the economy pivoted to technology and consumer goods, banks ceased investing in the agriculture
sector and many farmers who had over capitalised were in economic turmoil as a result.
As businesses encountered increasing fiscal stress due to economic deflation and ever escalating interest rates , the
rise of the junk bond took hold. As companies who initially offered the market investment grade securities came
under stress, they had to access capital and honour prior commitments by downgrading their liabilities to junk
status. The junk bond market went from being worth $10 billion in 79 to $189 billion by 89. The 80’s was the start of
the bond and the stock market bull cycle. As Paul Volcker took interest rates into the stratosphere to combat

inflation, he was successful in eventually getting inflation to under 4% average by the mid 80’s. As interest rates
drop, the PE ratio of corporations increases, as the discount rate on future cash flow decreased. As can be seen in
the chart, the USD increases in value from 81 to 85 (peak) and gold is at its lowest (bottom). From 85 – 87, the stock
market surged after a period of flat performance between 83 – 85. Then in 87, Black Monday hit, and the stock
market crashed, likely due to a rising oil price, increasing corruption in the business sectors and a weakening USD.
The strong US dollar drove increased consumption of imported goods as they were cheaper due to USD strength,
whilst US exports suffered, taking over 24 months to correct, in turn damaging the sectors of manufacturing and
mining.
The key takeaway from the above data is the impact of high interest rates on equities, and how the USD is the key
catalyst for impacting the price of commodities, especially gold and other precious metals. Like we witnessed in the
70’s, when this discount rate of future cashflows exceed the average dividend yield on equities, the risk of allocating
capital to growth stocks exceeds the value returned to the investor and a pivot to safety and value equities is a
common play. Again, the US got out of the fiscal mess created by the 70’s due to the world financial system being
less integrated, and debt levels were by today’s standards small. If we look at the linear inflation rate, due to fiscal
discipline driven by Paul Volcker, the inflation trajectory is the opposite of the 70’s showing a steep decline of
deflation. As we progress through the decades, we will see this trend of deflation continuing up until the crash of
2008. This multi decade decline of interest rates and the value of currency, is the key factor in the bull market for
bonds, equities, and any asset that’s value is heavily dependent on low interest rates.
It is also the start of the increased wealth gap between those closest to the US money markets and the common
people on main street.
Industry Winners
Defence
Finance
Construction
Technology
Luxury Goods Retail
Services
Healthcare
Mining (Precious Metals)

Industry Losers
Agriculture
Mining (Industrial)
Manufacturing

11

JIGSAW TALENT MANAGEMENT
MONTHLY REPORT

1990 – 1999

Like the 80’s, the 90’s started with economic gloom, as the bounce back from the 87-market crash came to an end
by 89. The gulf war, rising energy costs and high interest rates made capital expensive in an already stressed
economy. As a result, unemployment rose to nearly 8% in 92. If we look at the table for 1990’s, we can see that
interest rates at the FED and the bond yields were peaking for the decade.
Inflation was over 6% average, the USD was weak by 80’s standards, dropping from 1.00 to 0.93 in the course of 12
months. As always, the rate of change has a greater impact on the markets than the result of the change itself. As a
reflection of the weaker USD, and inflation, Platinum and Gold were the assets of choice to preserve capital. Oil too,
was at its peak for the decade. Bonds sold off, as investing in bonds when the USD is weak and inflation is looming is
not a sound strategy, something that many investors in 2021 may bear the consequences of. Investing in a bond is
essentially investing in a currency. If that currency is losing value to inflation, your returns are severely
compromised. What is also interesting about 1990 is the real interest rate. It is positive at an average of 1.99%, yet
the precious metals still were at a peak. It is fair to assume that although the precious metals complex is sensitive to
inflation and real rates, it is even more impacted by the strength of the USD. This is the reason that unlike other
commodities that react to inflation because of economic growth, gold is less synced to the economy than copper,
oil, silver and even platinum. Gold is viewed as money and as a result is most sensitive to aggressive movements in
the USD. The 90’s are a great study of this relationship. If we look at gold, it stays close to its peak price right up to
96, even though there are rising real rates from 93 to 98 and inflation is contained to under a 3% average from 92 –
97. The changes to the FED funds rate, inflation rate and real rates impacted copper and oil, which are more
correlated to the economy. Gold, and to some extent platinum only seemed to dance to the tune of the USD. If we
look at 99, we can see that when the USD rose from its floor in 95 and peaked in 99 gold sold off to its decade low.
In 93, the FED dropped interest rates to 3%. This rate cut helped create an economic recovery, at least in terms of
GDP growth and business profits, even if the unemployment rate was still elevated above 6% until the mid-90’s. The
90’s also experienced the aggressive rise of the technology sector, as email was introduced and the WWW. This

created the .COM sector which surged ahead until it popped in the turn of the next century. If we had to summarise
the economy of the 90’s, it was greatly assisted by new tax laws, trade laws (NAFDA), a strong surplus of workers
(baby boomers), balanced interest rates making both saving a possibility and credit fairly priced and servable
coupled with a boom in technology. It is also fair to say that deregulation (throwing away the rules) had their part to
play also. These changes created the rise of services as a key economic input over manufacturing, mining and
agriculture. The stock market flourished, as real rates were maintained below the average dividend yield and
growth stocks (technology) created huge capital gains as the .COM hype train ran its course. If we look at the linear
inflation rate, we can see it carries on the batten from the 80’s and is in continued decline (deflation).
Industry Winners
Services
Finance
Technology
Insurance
Construction
Energy
Information Security
Healthcare
Mining (dependant on commodity)

Industry Losers
Manufacturing (Starting to drop)
Agriculture
Mining (dependant on commodity)

2000 – 2009

The start of the new century. The market experienced another crash in 2001. The .COM boom came to a halt and
many of the market’s unicorns were exposed as profits and real-world relevance were left wanting. In addition to
the 9/11 attacks, the FED raised the interest rate multiple times to slow down inflation and give a buffer to the
predicted impacts of a bust. The early warning signs were there in the late 90’s that the .COM bubble would burst.
The Asian fiscal bust of 97 was one such sign that economic conditions were fragile. Rising rates would have
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impacted the discount rate on future cashflows generated in the NASDAQ and made capital more expensive for
growth stocks that generated zero profit to access and service. The GDP recovery was swift after the crash, yet the
unemployment rate was far slower to recover. At this point in time, many of the primary economic jobs were being
off shored to emerging markets (China), so manufacturing demand was anaemic.
Mining started its boom cycle, as China for the first time ramped up its debt to construct infrastructure across the
Nation (many of which eventuated in the famous ghost cities) to fast track its economy and position itself as a
country to rival the US and other developed Nations.
Iron Ore, Fuels, Chemicals, Precious Metals all inflated as global demand grew for these tangible materials. As the
wealth grew in the BRIC nations (Brazil, Russia, India and China), so did other sectors of the economy like luxury
cars, jewellery, fine wines etc.
Between 2000 and 2009, the sectors that experienced the most outright growth in the US included ICT processing,
Residential Care, Healthcare, Television and Cable Networks, Warehouse and Storage (Import Expansion), Services
and Media. All of these sectors expanded between 40% and 90% throughout the decade. Essentially growth in the
US (90%) came exclusively from the service sector with mining contributing a small portion to the overall GDP.
If we look at the charts for the decade of 2000 – 2009, we can see the linear inflation rate is still declining
(deflationary), yet at far softer rate than in the 90’s. The central banks were constantly combating inflation and its
impacts on economic growth. The cash rate would never return to 6%+ again as the US economy used the
deregulated capital markets to access debt to support its appetite for consumption, stock market growth and
imported deflation leveraging non-regulated markets. The shift from being the world’s biggest creditor nation to
debtor nation, where imports outstripped exports caused the USD to plummet over 40% between 2002 and 2008,
where it bottomed at 0.72. The trade deficit ballooned to $702 billion, mostly owed to foreign nations. As with
previous decades, we can clearly see the correlation between gold and the USD. When gold was at its lowest value
in 2001, the USD was at its strongest at 1.15. Likewise, in 2008 when the USD was at its bottom at 0.72, gold was at
its highest value between $870 and $973. We can also see in the charts how oil, copper and platinum had the
perfect storm from inflation and continued to grow in value as the commodity boom took place in sync with a
rapidly devaluing USD.
To counter the crash of 2001, interest rates were dropped to under 2% and stayed there until 2005, when the
central bank once again tried to keep inflation under 3% to grease the wheels of the stock markets and enable them
to service their bond commitments. As indicated earlier, the magic interest rate is between 2% and 3% for stocks,
less than the average dividend yield and enabling corporate bonds and shareholder capital to be accessed. This
enables the illusion of growth and wealth that is detached from the real economy, which requires employment and
production to take place. Of course, production and employment was taking place, just not in the US. As interest
rates started to climb to combat the consumption driven inflation, the debt-based economy (both private,
corporate and public) could not service the liabilities and in 2007 we had the next economic cra sh (GFC), this time
involving mortgage-backed securities. It is important to note that this inflation in the price of properties was
purposely engineered by the FED to take over the stock market boom of the .COM error. Booms and Bust cycles are
the ideal scenario to transfer wealth from the poor and middle classes to the elites. Few understand this. They are
engineered to happen, that is until the new monetary policy was released – MMT.
What is very interesting to note is the US debt in 2007 was circa $9 trillion and it could not cope with high interest
rates (circa 2%). The cash rate was dropped from 5% to 0.16% and stayed under 1% until 2017. With all the talk of
tightening in 2021, we have to consider the logic to these announcements, especially when the US debt is now
approaching a staggering $30 trillion+ with the latest stimulus bill.

2010 – 2019

By 2009, interest rates were the lowest on record to date, gold was at a decade high and the inflation average was
just over 2%. To correct the GFC, the US took part in 3 rounds of open market operations (QE) and purchased over
$2 trillion of treasuries and mortgage-backed securities. This took the pressure of the crash and injected much
required liquidity into the markets; however, it was only a plaster over a gaping wound and by no means a surgery.
The commodities boom that started in the early 2000’s was starting to draw to a close, with 2011 being the peak for
industrial commodities. Prices across the commodity complex had extra momentum behind them due to a weak
USD, negative real rates, and peak inflation for this decade at 2.96%. Gold continued to ris e in price until it peaked
in 2012 at $1,668.86. As with every other decade prior, its correlation to the USD being the main catalyst for its
strong performance.
As the USD gained strength in 2015 from its 2011 lows, and inflation starting to subside as a result of China slowing
down its growth, both gold and the wider commodity complex started to drop in price. Gold bottomed for the
decade in 2015, when inflation was also at its lowest and the USD was rising, and the rate of change was aggressive
from 2014. In 2015, the US was caught with an aggressive surge in inflation, which is likely the result of the huge
drop in oil prices from the 2013 highs. The inflation of 2016 witnessed unemployment at 4.6%, which although was
a welcomed outcome, the GDP growth of the US was only between 1%-2%, as productivity had collapsed. To curb
inflation and attempt to prevent another recession, the FED again started to tighten, raising the interest rates over
the next 4 years from 0.13% to 2.16% in 2019. As the rates rose, the USD maintained its strong value, the bond
market continued to bubble, the stock market surged, and gold started once again to climb. The economic rules had
distorted as those in the know knew something was not right.
The real difference in this decade to previous times was the impact QE had on the rules of investment. Prior to
2007, fundamentals dictated the investment strategy. Now, post QE, the market was nervous, Low interest rates
meant that the stock market could continue to surge, yet low market confidence also meant that the bond market
continued to bubble, further compressing interest rates. In addition, gold, a safe haven asset also started to once
again attract capital. A telling signal for the chaos is in the linear line of inflation. As we can see, from a strong
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deflationary trend that was obvious from the end of the 1970’s, we are in a trend of subtle inflation. This meant the
market was divided on inflation or deflation, and hence all asset classes were attracting interest as investors placed
their bets on future economic dynamics. It is interesting that this decade is the only one without a recession, which
is a result of the 2007 QE programme. In the past, as can be seen in the data, the market was allowed to crash,
interest rates were allowed to rise, and the market could reset itself. Kind of like being sick. You have to go to bed
and rest for a couple of weeks which means productivity is shelved. The QE of 2007 created a moral hazard, where
central banks and governments realised that if they cheat, and counterfeit money centrally, a recession can be
avoided, and wealth transfers can be continuous and seamless. As this did not create the predicted aggressive
inflation forecasted by many economists, the central banks felt invincible. It was the first wave of MMT for the
corporations and the elites, that would eventually trickle down to main street in the form of stimulus cheques.
In September of 2019, the plaster that was placed over the 2007 GFC was starting to come unstuck as the wound
expanded beyond the fabrics ability to contain the bleeding. The yield curve was inverted, which simply means
short term interest rates were higher than long term interest rates, and REPO operations were increasing across the
fiscal complex. This signalled a liquidity issue and indicated that the FED was truly trapped. As the FED attempted to
tighten and raise rates once again to curb inflation, the market responded negatively. The narrative was that trade
tension with China were causing concerns and the drop was a defensive measure. In truth, although unemployment
was low and GDP was around 2%, it was all based on inflation and money printing and an over reliance on foreign
nations accepting US abandonment of managing the balance sheet. The fiscal economy had become detached from
the tangible economy to such a great extent the cracks were starting to show. The global debt had ballooned from
$9 trillion in 2007 to $22.7 trillion in 2019, with public debt accounting for $16.8 trillion (79% of GDP) with a service
cost of over $404 billion. Compare that increase in debt to US tax revenues for the same period, which only grew
from $2.57trillion to $3.46trillion.
From an industry take, the decade from 2010 to 2020 saw huge growth in consumer discretionary spending sectors
that include Apple, Visa, Amazon, Microsoft, Netflix and Facebook. The sector rose over 340%. So, growth
businesses did exceedingly well as interest rates were low and access to capital was cheap. Low interest rates also
enables sectors that create stable value like Utilities to flourish as pension funds and cautious investors attempt to
use margin in safer risk assets to achieve a target 7% return. Wages in the US did not grow for the entire decade,
which is a first and this wage stagnation combined with asset inflation made economic conditions challenging for
the working and middle classes. Unemployment looked strong on a statistical level. but the reality is the gig
economy had distorted the link between employment, income and living standards. This is proven by the GDP per
capita which was only 1.1%, the lowest recorded since WW2.
So, the central bank has saved the fiscal economy from a natural bust cycle, yet as an outcome, it also crippled the
real economy and real growth, simply adding to the wealth gap between the haves and have nots.
Industry Winners
Finance
Healthcare (Biotech & Medical Devices)
Retail (Discretionary)
Technology (Social Media, Cloud)
Utilities

Industry Losers
Energy
Mining (depending on commodity)
Energy Equipment
Auto Manufacturing

The Present 2020 onwards
In 2020, around March, Covid-19 hit and the world as we know it
changed dramatically. For the US, the economy shrank 3.5%, which
is by far the worst performance since WW2.
On March 9th, the stock market also collapsed by over 3,000 points,
which was the single largest drop in history, yet this volatility was
equally countered with the quickest recovery in history, on the back
of FED market intervention and stimulus cheques. The market was
so corrupted by futures trading and the Covid lockdowns that oil, for
the first time since records began went negative to the tune of
minus $37 per barrel. The FED funds rate was dropped aggressively
to under 1% in an attempt to stimulate the economy, student loans
were put on hold (later to be forgiven) and mortgage moratorium
was put in place to prevent a debt-based collapse.
Many of these measures ensued into the present, with the Biden administration for the first time in US history
allowing the CDC to call the shots on property rights, further extending the mortgage moratorium to renters, even
though the owners of property would still have to service their debts to the banks upstream. This act is literally
breaking the US constitution. From the 70’s through to the present day, we can see the linear line of inflation
change from long term deflation up until 2010, at which point a subtle trend towards inflation starts to take hold.
From 2020, the inflation increase is aggressive. In the space of 12 months, the Fed funds rate dropped from 0.37%
to 0.25%, Bond yields rose, indicating a bond bubble that wants to pop and gold, silver, copper, oil, and platinum
surging as investors attempt to move from fiscal assets into real tangible assets to protect purchasing power. The
stock market continues to shrug off the discontent between the real economy and the fiscal digital economy.
The FED continues to verbalise doubt re inflation being long term, continuing the rhetoric that inflation is transitory
and that monetary tightening will occur by 2023. As a result, the markets have never been more volatile. The verbal
threat of deflation and rising interest rates has investors jumping from bonds, gold, stocks and cryptos.
Fundamentals have long gone, and investors are allocating capital to assets based on expectation and not what is
actually occurring. The reality is the FED and all central banks around the world are trapped. Like a horrible game of
would you rather, they have only two options and neither are favourable. Raise interest rates dramatically and
attempt to curb inflation or forever take part in stimulus cheques and open market operations to plaster over the
gaping wound which is the current debt crisis. One will lead to the collapse of the global economy, the other will
lead to both a collapse of the economy in a less dramatic and slower fashion and destroy the global currency. What
has been proven since the turn of the century is we have a society that is addicted to debt and social assistance.
We have a population that both wants and believes the government can solve all problems and this was created
through a lack of fiscal integrity by central banks. Since 2007, when the play book was changed from all previous
decades, the easy way out was taken. Rather than allow the economy to drink the medicine it deserved, the elites
cheated and printed their way out of strife. What was promised to be a once in a lifetime event became par for the
course, and with these fiscal actions came the biggest wealth divide in modern times. As the USD continues to lose
purchasing power in the real world, the working class are robbed of what little wealth they have as wages lose value
against consumables and assets. What looks great as free or cheap money, gets collected in increased taxes, fines,
increased governance and foreclosures.
Covid lockdowns enforced by governments have destroyed small to medium sized businesses, especially businesses
that do not have a digital capability to service customers. If businesses are synced to hospitality, entertainment or
travel, the impacts are even more devastating.
In the US, labour shortages are being created, not by a lack of demand, but supply, as labour being paid to stay at
home and not work.
This dynamic has created a surge in wage inflation, as businesses are having to almost double salaries t o attract
employees, if they can attract them at all.

The Biggest Economic Risk
The real issue right now threatening the global economy is too much liquidity in the financial system and a supply
shock of T Bills. T Bills are a short-term security that are classified as pristine collateral. Short term debt is highly
liquid (high demand) as the nature of these fiscal assets is non-volatile due to the short-term nature to maturity.
This results in a non-volatile investment that is heavily favoured by financial institutions. Many of our readers may
have seen a lot of news recently about reverse repo operations. Reverse REPO is when a bank is holding too much
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liquidity (liabilities) and so, to limit this exposure it deposits its excess reserves with FED and purchases back assets
such as treasury bills. This decreases the central bank’s balance sheet and increases the FED’s liabilities, which is to
pay interest on bank deposits at 0.005%. This is the inverse of REPO, where a financial institution requires liquidity
in the short term and hence trades its assets (treasury bills) with the FED for M currency, increasing its reserves and
bolstering liquidity on hand. The financial institution will be paying the FED a 0.25% interest rate for this asset swap
and overnight lending facility. See diagram 2.

Diagram 2 - Diagram Demonstrating REPO operation

The issue facing the market right now according to Steven Van Metre (known as the Bond King) is short term
interest rates are threatening to turn negative, which would be a disaster for the US money markets.
The FED does not have enough short-term T bills (only $300b on the balance sheet) to influence the market’s short
term rates, and it has over $1 trillion of M money sat in deposits. As demand increases for this pristine collateral
throughout the financial sector, the principal value of the T Bills increases, driving short term interest rates below
the floor price of 0.005%. If the value of the principle of the T Bill exceeds the par value + yield, the rate turns
negative. Typically, the FED would flood the market with T Bills and reduce the value of the principle and as a result,
increase the short-term interest rates. Thing is, they cannot, as they do not hold enough of them on the balance
sheet to corrupt the markets. The US Treasury is also not releasing any more of this pristine collateral, so the
market has too much liquidity and not enough short-term assets (Supply Shock).
As a counter measure, the FED has opened up anytime QE operations for the money markets and have offered to
buy a wider range of financial assets including 3, 5, 10 year treasuries. This policy enables the finance sector to sell
the FED short term T Bills, allowing them to both increase their balance sheet with short term debt and regain
control of the short term rates. For the banks, they can now borrow money at the FED funds rate of 025% and in
exchange for this increased liquidity, swapping higher yielding collateral in the form of long term bonds and
mortgage-backed securities. This compresses long term rates, flattening the entire yield curve and allows banks to
borrow money and still gain yield from the higher yield curve of longer-term assets. For instance, if you have a
security that is yielding 0.5%, you can borrow M0 currency at 0.25% and still have a positive cashflow of 0.25%.

What this change in central bank policy indicates is the true fragility of the global banking system, and there is no
guarantee these policy changes will work.

Industry Summary for US relating to Economic Charts
Now that Jigsaw have explored the economy over the past 50 years, we will look at the industry sectors in more
detail and attempt to give our opinion on what to look out for when selecting career opportunities. Based on our
data, Jigsaw believe the economy will be inflationary, or to be precise, it will be in stagflation, very similar to the
70’s without the ability to combat inflation with rising interest rates and less/zero opportunity for future growth, as
we hit peak globalisation and productivity in 2018. This is based on a number of factors, from the pattern displayed
by the linear line of inflation, the outcome of rising rates impacting the $30 trillion of US debt, and that inflation is
always the desired choice for any government.
At time of writing, Jigsaw’s prediction is further enforced by the below macro backdrop and the latest news of the
US signing of a stimulus package for a further $3.5 trillion (Biden wanted $5 trillion) to drive infrastructure, in
conjunction with the recent destruction of domestic oil production. As a result of pipeline closures, Biden is
requesting price controls from OPEC for imports.
• Global debt is at a staggering USD $30 trillion vs a Global GDP of only USD $84.54 trillion and expanding
rapidly. Monetary policy simple cannot tighten to deflect rising inflation without popping this bubble.
• Ocean freight prices are rising, and the Covid-19 crisis has compromised one of China’s largest cargo
ports at Ningbo-Zhoushan. This will add to current supply shocks and adds to the inflation thesis.
• Ocean freight will be forced to recapitalise as covered in Jigsaw’s August report for ESG requirements
which will be inflationary
• The US is un-officially driving a new modern fiscal policy called MMT which will substitute interest rates
for capital controls and tax policy. Again, Jigsaw covered this and how it will be inflationary in previous
reports.
• Western Economies (aside from Germany) have non-complex economies and rely on imports to sustain
consumption. As more stimulus and open market operations are executed, the weaker the currencies
will become, and the more costly imports will be.
• Unless the world fully embraces nuclear energy, replacing oil and coal will be highly inflationary. Green
energy is more expensive and less efficient, which in turn will create future supply shocks and
economic deflation through lack of efficiency
• Moving supply chains from countries that practice de-regulation and modern slavery will be
inflationary. Raw material supply is being evaluated by carbon emissions and in future will come from
Canada, Africa, Australia, and the US. Western salaries and regulation will increase costs.
• Raw materials such as copper have had little investment over the past decade, meaning exploration for
new deposits is minimal. The lag from exploration to production will cause supply shocks for future
products as material supply is hindered
• The US debt markets are losing credibility with foreign investors. Many are pulling out of the US bond
market and moving to gold and Chinese debt markets. The US will have to both print and purchase its
own debt moving forward.
Jigsaw will focus our thoughts relating to procurement and supply chain professions, but we feel the logic across
industry selection applies to whatever profession you are in.
In the past, it was fair and logical to select a career trajectory in procurement/supply chain based on a combination
of skill and experience and not so much on sector risk. For instance, a typical candidate may ask Jigsaw for advice on
a skill that will be in demand over the next decade or which category of spend will have most demand to lubricate
career advancement. Jigsaw are of the opinion as we move forward into new economic conditions that these job
selection criteria’s should take a back seat to a more risk based assessment centred on employment volatility. If
Jigsaw are correct in our prediction and inflation prevails over the long term (there could be an initial deflation in
the short term), then the cost of living for individuals will rise dramatically. If interest rates cannot be raised to
control inflation, as has happened in the 70’s, 80’s and 90’s, then asset prices will continue to rise in sync with
consumables and utilities. We have no reason to believe wage growth will grow, at least not in keeping with
inflation, and that means disposable income will be reduced.
The new world will potentially experience lockdowns that are not just related to virus control, but may include
climate control or any other instance that we cannot yet forecast. This realty will make new business creation risky
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and directly result in the contraction of the entrepreneur. Low interest rates may create cheap capital, but
government volatility combined with a consumer network that has less disposable income will not breed
confidence. As more small and medium businesses close down as a direct result of government policy, more people
will be seeking employment or taking risks with what capital they have on the stock market to create wealth for the
future. Low yield and a lack of savings will also result in later retirement for many, which again will increase the
supply of available labour, further compressing wage growth. As available labour increases, so will the
advancements in AI and technology driven automation of operations. Factories, warehouses, mining operations and
farms will be automated, and at some point, there will not be enough labour demand to meet labour supply. It all
sounds very doomsday doesn’t it, and we hope that human ingenuity will overcome these very real economic and
social challenges that are looming. If we are lucky, these advancements may take longer than many predict, yet
even if the full transition is delayed, within the next decade, the operational inputs to economic output will be
vastly different.
So, let’s breakdown the sectors.
Manufacturing
When commodities rise in price, the cost to make products increases. In fact, manufacturing often suffers a double
hit re inputs when inflation takes hold, as capital flows into tangible assets not fiscal assets, the direct materials to
make product skyrockets in price along with operational costs such as energy, rent and interest rates on servicing
debt etc. Combined with dropping sales due to high unemployment, rising prices and les s access to capital,
manufacturing sectors can pay a heavy price in these conditions and typically, government assistance (taxpayers) is
required to ensure these sectors do not go out of business. Even though the true value of debt decreases with
inflation, it makes little difference if your cost of sales and opex is increasing whilst sales revenue is dropping at an
equal rate. Consumers typically lean towards products that are both the cheapest to acquire and maintain re energy
inputs and repair when household economies are strained. This results in luxury goods manufacturers, or any
manufacturer that is synced to the raw materials that are being inflated, being a risky choice for employment unless
the inflation can be passed on to consumers, which above 3% becomes a challenge. Jigsaw believe there is less
employment risk being attributed to manufacturing companies that service consumer staples that present essential
value that make up the primary economy. Smart CFO’s may want to consider converting retained earnings based in
cash into inflating assets like gold that can rise in value with inflationary material inputs, allowing a maintained
purchasing power of the company’s budget. This is especially true if the local currency is depreciating and under
threat like the Australian AUD, which could be at USD 0.5c in the very near future.
Even in the 70’s when inflation was causing huge problems in the economy, manufacturing was still a robust sector
in the US and many other western economies, though it had been gradually contracting since the 50’s. As the US
migrated gradually from a primary economy that made stuff with real materials, to an information and service
driven economy that substituted hands on trade for intellectual grunt or dumbed down scaled servicing, many jobs
across the manufacturing sector were lost. With the service sector offering better pay and better working
conditions, wage inflation and regulation adjustments placed further cost pressure on the manufacturing sector in
developed economies making the de-regulated countries too great an opportunity to not exploit.
According to an article written by “The Information Technology & Innovation Foundation, between 1980 and 1999,
manufacturing jobs declined by 0.5% per annum until the year 2000. From 2000 – 2011 the job loss rate in the
manufacturing sector increased to 3.1% per annum which is 5.4million jobs and a total decline of over 30%. That is
over 1,200 jobs lost a day over a period of 12 years. As globalisation expanded and China, India and other emerging
markets opened their doors, the rise of outsourcing and offshoring made its mark on western economies. Textiles,
Apparel, Wood Products, Primary Minerals, Transport Equipment, Machinery, Plastics, Durable Goods etc. all were
exported overseas. Only food, Oil, Beverages and Chemicals, although impacted, were impacted the least and had
some residual operations in the west.
Today, in 2021, we are at a critical point. Importing deflation seems to have mostly benefited the elites, as what
income earners gain in cheaper products imported from overseas, they sacrifice in savings, employment
opportunities and the cost of real living expenses that conveniently fall outside of CPI reports. Rising ocean freight
as covered in last month’s report, a shift from fossil fuels to electric and geopolitical tensions raise questions t o the
logic of outsourcing, offshoring core primary economic inputs. These changes are now adding to the already present
forces of inflation via supply shocks. If manufacturing returns to the developed world, it will have to be transformed
dramatically from how it existed in the past. The rise of AI and automation may not guarantee a significant

opportunity for the citizens of developed nations. If we take Australia as an example, only with a dramatic re-think
of Australian land utilisation, nuclear energy, tax structures and expanding trade agreements for a diverse export
market can enable Australia to make a production-based economy viable. It is possible though, if we dare to think
laterally.
For the short term, until the world steps out of its own way, Jigsaw would take the side of caution for jobs in this
sector. Inflation, stagflation, if it persists, is a crippling force for this sector, even for supply chain and procurement
practitioners who could add immense value to the operations re input control. If you are a professional who is
currently out of work, or already in the sector or only seeking interim/contract assignments then there is no issue.
To resign from a permanent position in a sector that has the potential to be more robust throughout an inflationary
cycle, Jigsaw would advise caution. Key information to assess on any manufacturing business would include a
detailed understanding of where operations are located, what market share/relevance the country has in the
location the role is based or is to influence, what is the employer’s asset to equity and debt to cash ratios to ensure
the business has enough stability to fund itself or access capital if required to service debt commitments should the
unforecastable happen and interest rates aggressively rise or revenues plummet.
Of course, in addition to the above commentary, it is critical to assess what is actually being manufactured as
certain sectors could still flourish. If demand for the product rises, then inflationary inputs can be offset by rising
prices. Is the business B2C or B2B for instance. Jigsaw believe that the manufacturing roles that could grow, even in
a decade of inflation would be healthcare, carbon capture technologies, technologies that further enable
automation, semi-conductors (If any exist outside of Taiwan), defence and staple foods that fall outside of
discretionary consumption. Jigsaw would caution a career move into a business that manufactures discretionary
products or products that will fall out of favour due to carbon footprint either directly or indirectly.
Technology
Businesses that can avoid the double hit of rising direct and in-direct costs can do well in inflationary conditions.
Small technology firms that have a small labour force and can operate outside of the rising asset prices such as
commercial real estate can re-define the corporate landscape. It is no coincidence that the rise of today’s large tech
firms came out of the ashes of the 70’s economic carnage. Apple and Microsoft are examples of how stressed
economic conditions can change the fabric of a country’s economic engine. Large technology firms can experience
contraction when inflation runs hot, yet smaller start-ups that have strong cash reserves (enough to ride out the
cycle) can offer both stable and rewarding employment opportunities, the larger technology stocks can lose growth
via a multitude of factors when stagflation takes hold. Circumstances such as customers not having available funds
to acquire new products or even becoming insolvent can impact sales revenue. Ever increasing interest rates (unlikely to happen) too, impact growth as issuing new capital via a capital raise on the stock market also becomes a
challenge. As with manufacturing, issuing debt can become a risky play with decreasing revenue. Still, it all depends
on who the customers are and the markets the technology firms operate within that is the key thing to evaluate.
Technology companies that sync products to the wider business community will likely experience expansion or
contraction in line with economic conditions. If they are software based, it is likely inflation will have little impact on
direct cost of sales. As long as opex costs can be managed, B2B businesses could be strongly positioned to ride out
the economic pulses if their offering can make quick impacts on operational inflation. If the technology is targeted
at the general public, a company could experience an inverse relationship to the macroeconomic trend and hit new
highs in terms of market share growth and revenue. This is especially the case if interest rates stay low, which
Jigsaw believe they will. For instance, as entertainment becomes more expensive and purse strings tighten, people
may substitute going to the cinema once a week and instead invest in movie applications that stream content far
cheaper from the comfort of the home.
If the technology is synced to debt management and consumption, then low interest rates with rising inflation could
provide a perfect storm for growth, in turn offering a very stable career platform. It is no coincidence that Afterpay
just broke the Australian M&A record with its acquisition by Square for a staggering $29 billion, considering
Afterpay makes zero profit and only generates circa $11 billion in revenue. No doubt the BNPL space is a growing
sector, but it does hold significant risk. The customers base is volatile, and the elephant in the room is how
guaranteed is the forecasted revenue going to equate into realised revenue. Default on liabilities from the customer
base is a very real risk factor, and in an economic environment with rising inflation, customers are likely going to
prioritise other expense commitments to servicing the short term loans, even if the customer uptake increases, this
increase could just give a false evaluation and increase overall liabilities. If interest rates do rise (never say never),
then Jigsaw see the model collapsing. As we can see in the previous 50-year data, if interest rates rise, growth
companies suffer, as capital is directed to value or safe haven assets.
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So, to summarise, Jigsaw believe, like with manufacturing, it depends on what the technology is offering, to who
and what is the fiscal robustness of the overall business. In our humble opinion, companies that should offer a
stable career platform would include cyber security, especially companies that have contracts with government and
defence, B2B software, Supply Chain software, AI, Data Science and Digital Fabrication. We believe these offerings
will be growing sectors across the technology matrix.
Mining
Businesses that have direct production and sales exposure to the asset classes that are increasing in value can do
very well when inflation is running hot. Sectors involved in commodity exploration, development and production
expand as long as the core commodity being produced is rising in value along with the cost of inputs, which in the
70’s was most notably oil. Operations with strategic supply chains that can predict and take action on future
conditions can carve out a strong advantage, and early ordering/booking of plant and machinery, locking in oil
supply and sub-contractors all add to a sustainable profitable operation. If the market continues its inflationary
trajectory and interest rates stay compressed (Jigsaw believe they will), the commodity boom will hit full swing. At
the start of the 70’s, the mining boom really kicked in and the prices (spot) for metals started to rise along with
potash and other key commodities that the markets depended on. The global economy has experienced many
commodity cycles, with peaks happening in the early 1900’s, early 1920’s, early 1950’s, 1970’s and 2010. The oil
shock of the 70’s transformed the US economy forever which in turn transformed all western economies to be more
fiscal and technology driven (secondary). As the world flipped from the inflation of the 70’s to the 40-year deflation
(see the gold linear deflation trend across the decades) only the commodity demand from China’s infrastructure
boom re ignited the demand at the start of the 2000’s and for Australia, helped it avoid many of the economic
pitfalls that other western societies suffered in 2008 to in the present 2021.
For employment, mining is about to experience the boom times again. With the new ESG drive pus hed by the
climate alarmists and a flagging economy driven by poor policy of central banks in addition to gung -ho socialist
spending for party votes, Keynesian economics will continue to lean on infrastructure bills to reignite prosperity.
The push for cleaner, greener mining and the required modernisation of infrastructure, mostly sourced from
alternative supply bases outside of China control will ensure that inflation is here to stay, and mining will be a key
beneficiary. As can be seen by Rio’s recent $1.9 billion set aside for dividends and the pivot of BHP from fossil fuel
focus to Potash. Career opportunities should be selected with key mining operations that are based in countries
with sovereign currency, who have mine friendly policies and sustainable clean commodity extraction. If these
criteria are not met there is revenue risk to the production. Governments suffering currency devaluation or in need
of further funding can command royalties, increase export taxes or have the operation taken over by t he State to
enable economic security. Operations that extract materials and pollute the environment may have their
commodities rejected by potential customers or have fiscal investment cut off. Jigsaw predict that Perth,
Queensland and Adelaide will have increased demand for labour over the next decade, adding value to small
businesses and offering some protection to the property markets, especially rental accommodation. Key
commodities that will sync with the EV revolution will be silver, PGM’s, Graphite, Copper, Tin, Silica Sands, Rare
Minerals, Bauxite and Potash. Of course, that is based on State Premiers not completely putting the population off
moving to these locations with tyrannical government policies.
Mining is Jigsaw’s highest recommendation for career security. With low interest rates (cheap capital), global
demand for materials increasing, over a decade of little investment coupled with a major material provider being
shunned (China), the set up looks strong. In addition to the macro set up, Mining is still embryonic in supply chain
advancements and is one of the few sectors that has not peaked in terms of value extraction. In fact, it would be fair
to say for many mining companies, supply chain is still in 2005 or even non-existent.
Finance
Finance does well when interest rates rise, if the economy is still booming and there is appetite for debt.
Historically, when inflation takes hold, mining and finance are sectors that can perform well, hence why Australia
has been the lucky country. Yet, we are now in the Frankenstein economy of 2021, and even the record low interest
rates, with the help of central banks, the fiscal sector is still boasting huge profits at the expense of other sectors
and the wealth of the public. For instance, the CBA in Australia just recorded an $8.8 billion annual profit which is
up over 19% in an economic environment where the RBA support re cheap access to capital is supposed to keep
them solvent not break records. If interest rates do not rise and government stop supporting the fiscal sector, which
like rising interest rates, seems unlikely, the banks can still generate huge returns. If their borrowing side stays
unadjusted to the current status quo and negative interest rates hit deposits, they will have an even stronger

balance sheet as liabilities are flipped. Despite the economic environment and central bank assistance propping
them up, Jigsaw believe the retail finance sector could be in for a rough decade and be obsolete within 20 years.
In Jigsaw’s opinion, the banks have had a fair run over the past 5 decades. They have been a key choice for people
who were keen to work in a highly polished environment that had rewarded with above market remuneration and
enough operational complexity to sustain career advancement. If we look at Australia, the biggest issue for the top
4 banks is the changing dynamic of currency. The core model for banks is to generate profit out of interest rate
arbitrage, yet since the year 2000 it seems banks have become more interested in brokering fiscal assets and issuing
credit for housing than lending to small businesses to create economic growth. As the world moves ever more
rapidly to CBDC’s (Central Bank Digital Currency), the economies need for mainstream retail banks will likely
diminish. Central banks would see a huge advantage in removing the dependence on these financial institutions to
create liquidity in the economy, which is a key reason why the open market operations that have been common
practice since the 2008 housing crisis have failed to deliver the economic inflation they have been targeting.
It is a common belief that central banks print money and retail banks are intermediary organisations that mostly use
deposits to invest, allocate credit etc to generate profits. This is wrong. Central banks cannot create money in the
real economy, which is the money society transacts with to invest and purchase things. Central banks can only issue
reserve currency, which is used to give banks adequate collateral to issue credit. So, this means it is the retail banks
that increase or decrease the money supply in an economy, not the central bank. This creates an unwanted
disconnect between the central banks, government, the economy, and control of how society transacts. This is the
key reason why inflation has taken so long to materialise in the real economy even though open market operations
have been common since 2007. Only when the government sent cheques directly to the citizens did any inflation
occur in the real economy outside of fiscal assets for the wealthy. As digital central currency becomes mainstream
and central banks and governments take control of the populations accounts, they will obtain absolute
transparency over consumption, resulting in retail banks being allowed to fail or just become obsolete. The
timelines for this are hard to predict but we in Jigsaw are confident the finance industry as we know it is coming to
an end.
Jigsaw believe that the greatest opportunities in the fiscal sector for employees will exist in the banks that are
focussed on asset management and mergers and acquisitions. These operations are synced to the economy in a
positive way, focussing more on the businesses and not the behaviours of the public, which is what digital currency
is being created for (social engineering). Whether the market is expanding or contracting, these fiscal institutions
can make profit. In times of growth, businesses expand, issue debt, equities and acquire. In times of contraction,
they facilitate divestment, acquisitions of stressed assets etc. Many asset focussed fiscal institutions have learned
from the errors they encountered pre 2008 and have a more defensive approach to their expansion.
Jigsaw would still recommend the fiscal sector both in retail and asset management, as for at least the next decade,
both sectors should still offer a secure work environment for procurement and other white-collar executives. We
just see the overall contribution to employment of this sector contracting steadily over time.
Industrial Real Estate
The industrial property boom is just about to start, and western countries will see a huge surge in the development
of distribution centres, data centres, e-commerce fulfillment operations, onshore pharmaceutical and healthcare
storage/ production. Across the eastern seaboard of Australia, industrial leasing is up 141%
Supply Shocks and the realisation that JIT really equates to JIC (Just in case) will shift supply chain operations back to
inventory holdings to reduce supply volatility. This shift would have been a key strategy change simply based on
geopolitics, yet with the added threat of inflation, buying what you can in the present to maximise value is the
smart play. As businesses now wrestle with the make, buy, sell strategies of storage, industrial land will be in higher
demand than city based corporate real estate. That is, unless many buildings previously allocated to head office
labour and retail in the CBD are somehow converted into central storage facilities. It is possible and the central
location would offer a genuine advantage in efficiency for certain operations. If we look at a business such as the
Goodman Group, which is an integrated commercial and industrial property group that owns and develops
warehouses and large-scale logistics facilities, their share price has risen dramatically over the course of 5 years
from $2.50 to over $22. The business has recorded a 15% increase in profit (EBIT) to $1.22 billion as a result of them
increasing assets under management, with a further upside forecasted of 14%+. Another example is Oxford
Properties in the North America, who will be acquiring $2.2 billion or 14.5 million square foot of industrial real
estate from KKR.
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You can’t increase DC’s and other supply chain infrastructure without further investment in the trucks to move the
products from storage to the customer, and this in turn has seen many large property businesses take a keen
interest in truck terminals. This further demonstrates the changing operations across the supply chain sectors, as
companies need to optimise costs from containers at the ports to trailers. Inflation, labour shortages and network
strategies to create maximum value re fuel, MRO and delivery fulfilment are more important than ever in a world of
growing e-commerce and increases in working capital.
These changes will see land prices increase greatly near ports or where future ocean infrastructure developments
could happen. It will also push up land prices in the greenbelt areas just outside of CBD’s (100km radius) as yield on
these assets will be at a premium. Combined with the increased demand for farmland, the future will see a dramatic
decrease of independent farmers who are being squeezed out of the market by China, Bill Gates and other elite
institutions. It is easy to see how both property and land values will continue to increase, even outside of CBD
locations. This future demand will not be from baby boomers who are net sellers, or 1st time buyers who are priced
out, but hedge funds, who will literally use these assets in place of bonds to gain a 3% return using cheap money at
under market rates, in turn out pricing residential buyers.
For employment, demand will be high for procurement professionals who have a deep understanding of integrated
supply chain operations, land, capex purchases and logistics professionals who have deep expertise in integrated
supply chain planning. Sustainable supply chain value will come from waste management, ensuring raw materials
are exacting to meet demand requirements coupled with the most optimised movement of products from A to B.
For procurement, cost cutting will still be the absolute driver to create value whils t inflation runs hot with Opex
suppliers likely being at the mercy of truly brutal commercial arrangements as businesses attempt to off-set
overheads against ever increasing direct material costs. This cost mandate could damage many service businesses
that are already struggling with inflation forces creating further insolvencies throughout the country.
Healthcare
Along with Mining, which is far more cyclical, Healthcare is Jigsaw’s primary choice for job security and
advancement. As a sector, healthcare has performed no matter if the markets are inflating or contracting and the
options for employee’s stem across both private sector, government and listed organisations. If you look at the DJ
Healthcare Index over the past decade, it has surged from 264 points to nearly 1500 points and inflated nearly 30%
over the past 12 months. The Index measures the overall quality of the system including labour, equipment and
opex etc. No doubt, innovation is a key driver in the space, with the industry likely to advance in leaps and bounds
in both technologies and customer delivery, as data driven operations become more prevalent. If you are in the
supply chain or procurement profession, the market is broad, catering for individual preferences and skill sets. If
you are seeking a small enterprise that is targeting growth or a large-scale enterprise with global reach, there is a
biotech, pharma, medical equipment or managed healthcare business to cater for individual drivers. All have or will
have challenges around raw materials, opex, capex and the broader supply chain.
In the immediate future across western nations demand for the broad array of healthcare offerings is likely to
surge, as the baby boomers age and become frail. According to AIHW Health Database, in the US, the number of
people hitting retirement (65+) is around 16% of the population. For Australia it is also 16%. This volume spike in
any other decade would be beneficial to the sector, especially if the economy was in good shape as demand is a
certain catalyst for growth. The issue confronting the sector will be customer wealth and investment. Global debt,
inflation and contracting global growth will be the backdrop for which this expansion of demand will occur. High
unemployment, a lack of access to capital (funding for innovation), unhealthy living choices (processed food,
alcohol, tobacco and mental health) are all contributors that will add to the forecasted spike in demand. This will
place huge strain on governments who are already printing and spending huge swaths of cash on stimulus,
infrastructure bills, and rising imports. If there is no profit, there is no private sector. To ensure profit, the
government have to underwrite the cost.
This potential liquidity issue will no doubt be countered by scale and integration. As smaller, innovative
organisations come up with new medicines and technologies, the larger global players will acquire them. Like with
the mining sector, discovery does not mean commercial outcomes. The infrastructure and knowhow t o drive large
efficient supply chains to channel products to a global market will come from the larger businesses. It is likely as we
move into the next decade, the large oligarchs will integrate the entire channel from innovation and design through
to medical care. In Jigsaw’s opinion this would create a moral hazard, but in the strange times we live in today,

anything is possible. It is evident that we are stepping over human rights boundaries when the government and
corporations are enforcing medical practices on their citizens.
To summarise, Jigsaw predict that with the rise of central bank currency, the stimulus that has helped back up the
financial sector will pivot into the healthcare sector. We believe the world is nearing a peak in the fiscal ec onomy
and healthcare will be the next global vehicle to drive revenues, with the strong support of government backing (US
government expenditure on healthcare went from 8% to 17% in 2019 alone). This ensures the sector will be the
most secure for career stability and advancement without being exposed to negative cycles. The supply chain
market size across the Healthcare sector is predicted to expand in the next 5 years from USD2.2 billion to
USD3.3 billon.
Public Sector
Public Sector has been expanding across western nations as free market capitalism is eroded for a socialist system.
In Australia, over 2m people are officially employed across the public sector, which is over 15% of the total
workforce. The numbers in the US are similar at 14.5%. NSW has the largest public sector workforce comprising of
over 600,000 employees. What is key to understand is these figures do not even include contractors and interim
executives. If we take the defence sector alone for 2020, its official employment number was circa 17,400
employees, yet its contractors who were being paid with tax revenues was a staggering 28,600, all working in the
defence sector yet under the guise of agencies and other professional service firms. We can safely assume this
trend is the same across the entire matrix of public sector institutions. According to statistics, the Public Sector
engages with over 120 thousand recruitment firms transacting well over $5 billion in wages, commissions and
administrations. As the government mandate a right to engage commission structure that is 7% and under,
depending on circumstances, you can be sure that most of this revenue is income based. The largest slice of this
revenue goes to large global staffing firms that have the scale and revenue model to accept these low margins for
total revenue gains. The prime reason for this huge engagement of outsourced services is due to staffing caps, to
hide the true numbers of the public sector workforce across the economy. An investigation by Michael West Media
uncovered that Contractor usage was as follows. Defence 29k, Department of Home Affairs 1.1k, ATO 5.3k and the
list goes on and on. So, if the Dept of Defence has 60% more contractors than permanent employees officially
quoted, can we assume the 2m official number for Public Sector employees, which could be approaching 6m, or to
put it another way, nearly 50% of the Australian labour force.
Australia’s GDP is circa AUD $1.3 Trillion, and Public Sector directly contributes around AUD $274.1 billion. If we add
in here the Health, Education and Professional Services sectors which indirectly obtain funding from the
government, the number comes to at least AUD$500 billion. As a comparison, Mining and Banking, the two sectors
that ensured in the past Australia was the lucky country contributes an aggregate sum of circa $251 billion.
So, the government is expanding and the key question Jigsaw would ask is how long can that continue in a system
that requires private sector tax revenue to sustain its existence or never ending auctions of Treasuries. So far, it
seems many verticals in the private sector are dependant on the expansion of the public sector to create its
revenue, either directly or indirectly. Unless MMT is the new normal, and there is every chance that is the end
game, the recent policies around the pandemic have destroyed some key sectors of contributing tax revenues. For
the procurement and supply chain profession and many others, the future of public sector engagement re labour
will be contract focussed, as it is already. It will be stop gap or intermediate engagement for professionals seeking
alternative full-time employment in the ever-contracting private sector or who are winding down their careers. This
suits the government as it allows them to manipulate the statistics and flexibly drive up or down the employment
numbers without too much liability. A big question re this model is efficiency of outputs to inputs. Surely the $5
billion+ spent on contractors would be better spent via procurement initiatives to the private sector for efficient,
passionate, and driven economic expansion as an alternative to sustaining career transition and the road to
retirement.
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