
THE FEDERAL Reserve will 
likely raise interest rates 
four times this year and will 
start its balance sheet runoff 
process in July, if not earlier, 
according to Goldman Sachs 
Group, Inc. 

Rapid progress in the US 
labor market and hawkish 
signals in minutes from the 
Dec. 14-15 Federal Open 
Market Committee suggest 
faster normalization, Gold-
man’s Jan Hatzius said in a 
research note. 

“We are therefore pulling 
forward our runoff forecast 
from December to July, with 
risks tilted to the even ear-
lier side,” Mr. Hatzius said. 
“ With in f lation probably 
still far above target at that 
point, we no longer think 

that the start to runoff will 
substitute for a quar terly 
rate hike. We continue to see 
hikes in March, June, and 
September, and have now 
added a hike in December.”

In its December meeting 
minutes, Fed officials sig-
naled they are preparing to 
move quicker than the last 
time they tightened mon-
etary policy in a bid to keep 
the US economy from over-
heating amid high inflation 
and near-full employment. 
These conditions — along 
with a larger balance sheet 
that’s suppressing longer-
term borrowing costs  — 
“could warrant a potentially 
faster pace of policy rate 
normalization,” the min-
utes said.

O f f ici a l s a l so saw t he 
t i m i n g  o f  r e d u c i n g  t h e 
$8.8-trillion balance sheet 
as likely “closer to that of 
policy-rate lif tof f than in 
the commit tee’s prev ious 
ex perience,” according to 
the minutes.

The US unemploy ment 
rate fell below 4% and wages 
jumped last month, adding 
to evidence of a tight labor 
market. 

Goldman’s forecast for the 
terminal funds rate in un-
changed at 2.5%-2.75%.

“Even with four hikes, 
our path for the funds rate is 
only modestly above market 
pricing for 2022, but the gap 
grows significantly in sub-
sequent years,” Mr. Hatzius 
wrote. — Bloomberg

Goldman now figures 
four Fed hikes, sees 
faster runoff in 2022

SOME of Asia’s biggest producers of the build-
ing blocks used to make plastic are cutting 
processing rates after a robust expansion of 
capacity last year led to rising feedstock costs 
and weakening profit margins.

Output has surged, while oil-based naphtha 
has become more expensive due to increased 
demand and the rising cost of crude. That’s 
combined to drive profits from converting 
naphtha to ethylene to the lowest since July. 
Ethylene cracker operators including Tai-
wan’s Formosa Petrochemical Corp. and South 
Korea’s LG Chem Ltd. responded by trimming 
processing, said traders and an analyst.

“We expect cracker margins to remain 
fairly weak through January as downstream 
demand, especially in China, will be muted 
with the Lunar New Year approaching,” said 
Jeslyn Chua, a lead analyst at industry con-
sultant FGE. “Ethylene supply in Asia has 
increased due to capacity additions.”

Asia’s total steam cracking capacity rose 
by about 20% in 2021, according to FGE, 
with LG Chem among processors expand-
ing operations. Rising naphtha costs have 

also prompted some companies to seek liq-
uefied natural gas as a substitute feedstock. 
LPG is typically used more frequently out-
side of the winter months, when heating 
demand eases.

South Korea’s Hanwha Total bought LPG 
cargoes for January and February delivery 
for cracking, FGE’s Chua said. A trader 
confirmed the purchases. A spokesman for 
the company didn’t respond to an email 
seeking comment.

China’s Sinopec Zhenhai Refining & 
Chemical Co. started its 1.2-million tons a year 
cracker at Ningbo late last year, while South 
Korea’s Hyundai Chemical Co. ramped up 
output at its new 750,000-tons a year cracker 
in December, according to FGE. Earlier last 
year, South Korea’s GS Caltex Corp. and LG 
Chem added a combined 1.55 million tons.

LG Chem cut processing rates at all of its 
crackers and is currently operating at about 
80% capacity, while Formosa is running its 
plant at 90% to 95%, three traders said. The 
companies didn’t respond to emails seeking 
comment. — Bloomberg

Surging competition forces Asia 
plastics makers to stifle output

THERE’S growing evidence that China is en-
couraging state-owned developers to take 
market share from stressed rivals to limit the 
spread of contagion.

Officials in Guangdong province are fa-
cilitating meetings between struggling devel-
opers and SOEs to encourage mergers and 
acquisitions, according to a report by Cailian. 
Shares of real estate firms initially rallied on 
the news before erasing their gains. Modern 
Land (China) Co. fell as much as 39% after 
resuming trading for the first time in nearly 
three months.  

Separately, a deadline looms for bond-
holders to vote on China Evergrande 
Group’s plan to delay an option for early 
repayment on one of its yuan-denominated 
bonds. An online meeting held by the prop-
erty developer’s onshore unit Hengda Real 
Estate for holders of the note is due to 
conclude later Monday. 

Stronger developers with better funda-
mentals and proactive financial management 
are better positioned to secure refinancing, 
amid cautious sentiment and elevated default 
risk in the industry, S&P Global Ratings says. 
Default risk will likely escalate in 1Q, espe-
cially if policy requirements do not meaning-
fully ease, it said. 

Modern Land (China) Co. said Monday it’s 
received demands from some noteholders de-
manding early repayment, following October’s 
default on a $250-million dollar bond. The 
developer has been discussing a possible debt 
restructuring with bondholders, and talks are 
ongoing, the firm said in a Hong Kong stock 
exchange filing.

Its shares saw a turbulent resumption of 
trade after a nearly three-month halt, rising 
nearly 20% before falling as much as 39%.

In China’s property market, the state is 
advancing while the private sector retreats. 
Chinese authorities appear to be encouraging 
government-controlled firms to take market 
share from their stressed rivals as a liquidity 
crisis hammers the private sector.

The developer is seeking buyers such as funds 
and international investors mainly for its com-
mercial properties including those owned by 
its Hong Kong-listed real estate unit, according 
to Caixin, citing sources it didn’t identify. It ap-
pointed the agents in December, the report said.

Shimao, which builds residential, hotel, 
office and commercial properties, is among 
the largest debt issuers in China’s real estate 
sector. A unit of Shimao Group Holdings Ltd. 
was said to have defaulted on a local loan due 
by Dec. 25.  — Bloomberg

China moves to give state firms more power

FACEBOOK parent Meta Platforms, 
Inc. is going bigger in Texas. 

The company has leased half 
of what will be Austin’s tallest 
skyscraper, making the social media 
giant the latest major business to 
expand in the state. Meta is leasing 
589,000 square feet across 33 
floors, a spokesperson said Sunday, 
confirming an earlier report from 
the Austin Business Journal. It will 
account for the entire commercial 
half of a 66-story tower under 
construction in the heart of Austin’s 
downtown area. 

“We first came to Austin over 10 
years ago with just seven employ-
ees, now over 2,000 of us are proud 
to call Austin home,” Katherine 
Shappley, the head of Meta’s Austin 
office, said in a statement. “We’re 
committed to Austin and look 
forward to growing here together.” 

Meta is seeking to hire 400 
more people in the area, and will 
have the capacity along with other 
space in the region for many more, 
the company said. The tower known 
as Sixth and Guadalupe is sched-
uled to open in 2023.

Texas has been on an economic 
tear as businesses seek to expand 
into lower-cost locales amid a 
broader shift to remote work that ac-
celerated with the global pandemic. 

Samsung Electronics Co. an-
nounced a massive new chip plant for 
Taylor, Texas, in Austin’s northeastern 
suburban fringe, in November. A 
month earlier, Elon Musk’s Tesla, Inc. 
said it would move its headquarters 
to Austin from Palo Alto, California. 
Oracle Corp. transferred its main 
office from Silicon Valley to Austin in 
2020. — Bloomberg

Facebook’s parent Meta expands 
in Texas with major office lease
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