
It’s all about supply chains 
today  
Fed Chairman, Jerome Powell, said that 
a recent spell of higher inflation might 
last longer than central bank officials had 
anticipated as, “The current inflation spike 
is really a consequence of supply constraints 
meeting very strong demand. And that is all 
associated with the reopening of the economy. 
If we were to see higher inflation, the Federal 
Reserve would certainly respond, and we 
would use our tools.” Although he doesn’t 
expect the current inflation spike to “lead 
to a new inflation regime, in which inflation 
remains high year after year.”
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There was a similar theme from BoE 
Governor, Andrew Bailey, who stated, 

“We are seeing bottlenecks in supply chains, 
some of it global. I expect us to be back 
to pre-pandemic level in the early part of 
2022, possibly a month or two later than  
we thought previously. Monetary policy can’t 
produce computer chips, it can’t produce 
wind” — which is a very good point!

Meanwhile, ECB president, Christine 
Lagarde, added, “The resolution of bottle-
necks is uncertain, but should fade in H1 22 
(meaning the) Eurozone could be back at 
pre-pandemic levels at year end. Inflation 
expectations have gone up but they’re still 
distant from our targets. We will be watching 
eurozone wage negotiations, although we 
haven’t seen any sign of ‘contamination’ of 
second-round effects.”

Perhaps we shouldn’t be surprised that 
German import prices increased 16.5% in 
the year to August, its highest level since 
1981! In the US, August pending home 
sales increased +8.1% in August, versus 
the +1.4% expected.

In other news, St. Louis President, James 
Bullard, said he’s “confident that as the 
economy heals, the yield curve will steepen.” 
He is now seeing two rate hikes in 2022 
forecasting the US GDP will grow 5.8% 
this year and 4.5% in 2022. 

The Australian Council of Financial 
Regulators maintains the financial 
system remains strong, although there 
will likely be measures ahead to calm 
runaway house prices as “Over the next 
couple of months, APRA plans to publish 

an information paper on its framework for 
implementing macroprudential policy.”

So, what did it all mean? Nothing we didn’t 
already know, but the US dollar index is 
absolutely on fire, having its strongest day 
since June’s FOMC and extending its gains 
for a third session! 

The big mover has been the EUR/USD 
rate, which has fallen to a 2021 low at 
1.1600 where barrier options appear 
to be defending the level. This has seen 
the NZD weaken 1.25%, and the AUD 
fall 0.75%, meaning the NZD/AUD has 
fallen to the 0.9565 level. Equity markets 
are broadly higher, and the US 10 year 
Treasury is at 1.54%.  

Horse, door, bolt?
With another USD45.2 million interest 
payment missed yesterday, Fitch has 
downgraded Evergrande to ‘C’ from ‘CC’.

The Japanese Government’s pension 
investment fund has announced it will 
stop adding yuan-denominated Chinese 
government bonds to its portfolio. 

With the NZ Government set to convert 
165,000 migrant workers to permanent 
workers, should we now assume these 
workers will start looking to buy houses? 

With winter approaching, China is 
reportedly considering power price hikes 
for industrial users to relieve the pressure 
on households.

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