
Fed indicators
The Fed left its key benchmark interest 
rate unchanged, but the minutes 
suggested tapering will start in November 
or December “If progress continues broadly 
as expected the Committee judges that a 
moderation in the pace of asset purchases 
may soon be warranted. While no decisions 
were made, participants generally viewed 
that so long as the recovery remains on track, 
a gradual tapering process that concludes 
around the middle of next year is likely to be 
appropriate.”

The Fed’s ‘dot plots’ also signalled 
interest rate increases may follow more 
quickly than expected, with 9 out of 
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18 policymakers projecting borrowing 
costs will rise in 2022. In June, when 
members last released their economic 
projections, a majority had the increase 
in 2023. Members now see the US 
economy growing at 5.9% in 2021, 3.8% 
in 2022, and 2.5% in 2023, while PCE 
inflation is forecasts to be higher in 2021 
at 4.2%, before it drops to 2.2% in 2022. 
The unemployment rate is forecast to be 
slightly higher this year at 4.8%.

The reaction of the financial markets was 
surprisingly muted given that tapering 
is essentially nailed on in the absence 
of a terrible payroll report next month 
and with more rate hikes across the 
dot plot graph. In fact, the US-dollar 
reaction perhaps perfectly summed up 
the price action initially selling-off on the 
statement before recovering to a session 
high in the Q&A. This saw both the NZD 
and the AUD hit session highs, and then 
lows, within 45 minutes. Both currencies 
are currently sitting just above their 
session lows. The Fed statement also 
saw the US yield curve flatten slightly 
with the 10 year treasury yielding 1.31%, 
while US equities are holding on to their 
gains following a positive European 
session.   

In other news
US existing-home sales unexpectedly 
declined by -2.0% in August as prices 
continued to increase and supply 
remained tight, while Eurozone consu-
mer confidence rose by +1.3 points to -4.0 

in September to record its highest level 
since June and defy market expectations 
of -5.8.

In Japan, the BOJ left its policy settings 
unchanged, as expected. The BOJ 
maintained its assessment on the 
economy, stating it was “picking up as a 
trend, although it remained in a severe state 
due to the impact of the pandemic,” although 
their outlook on exports and output was 
even bleaker, reinforcing expectations 
that the central bank will maintain its 
massive stimulus for some time to come.

Evergrande announced it will make 
coupon payments for onshore bonds 
due on Thursday, although there was 
no mention of payments to foreign 
bond holders, while another Chinese 
property company, Guangzhou R&F has 
suspended trading in one of its bonds 
after it jumped 23%. In amongst all of 
these property concerns, the PBoC left 
its 1 year and 5 year loan prime rates 
unchanged at 3.85% and 4.65%.

RBA Assistant Governor, Michele Bullock, 
announced that growing house prices may 
be risking the stability of the financial 
system. 

A Bloomberg survey has suggested 
the global semiconductor chip short-
age has worsened as wait times  
have extended out by 6 days to 21  
weeks!

Stay safe, enjoy the takeaways, and hey, 
let’s be careful out there! 
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