
Up, up, and away
Locally, the story is all about New Zealand 
interest rates, with the curve exploding. 
And right on cue, the local banks are 
buying into it with rhetoric along the lines 
of the RBNZ is ‘behind the curve on its 
rate hikes’ citing the soaring CPI release 
and an ‘exceptionally tight’ labour market 
that will eventually add to wage inflation. 
Well, we’re all going to need pay rises to 
afford those mortgage rate re-sets! 

We also had the GDT auction overnight, 
which produced a solid result with the 
main index up 2.2% as Chinese buyers 
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returned to the market. To add to the 
positivity, all of the products rose, with 
butter up 4.7% and WMP increasing 1.5%.

The surge in interest rates, the GDT 
auction, and supportive equity markets, 
saw the NZD continue to climb overnight. 
Interestingly, the NZD/USD smashed 
resistance around the 0.7080-0.7115 
level to open up an extension into a new, 
higher range, where it could consolidate 
before the market targets a 0.7200 
handle. The NZD also made gains on  
the crosses as it outperformed the AUD, 
EUR, and the JPY.   

Looking at the opposite side of the coin, 
yes, that’s Australia we’re talking about, 
the RBA minutes were quite dovish. 
Unsurprisingly, the RBA is forecasting 
economic growth returning in Q4 as the 
lockdowns are unwound, although the 
central bank is only seeing ‘moderate’ 
inflationary pressures and little indication 
of sustainable wage growth. Interestingly, 
the minutes did make specific mention 
that it is not seeking to cool the local 
housing market via higher rates, as a “less 
accommodative monetary policy would, all 
else being equal, see lower housing prices and 
credit growth but it would also result in fewer 
jobs and lower wages growth.” Any measures 
to combat a surging housing market would 
then have to be of a macroprudential 
nature. And of course, there was the old 
favourite, namely conditions for a rate 
hike will not be present until 2024 at the 
earliest. Ho-hum. 

US housing starts unexpectedly fell by 
-1.6% while building permits dropped 7.7% 

to their lowest level in a year as high costs 
for building materials, supply constraints, 
and labour shortages weighed. 

Finally, the Atlanta Fed GDP forecaster 
has hit a new low forecasting Q3 at just 
+0.5% ahead of next week’s release.

Goldman Sachs and JP Morgan are 
forecasting the BoE will hike rates in 
November and February, with Goldman 
also calling for a hike in May.

It’s a bit of a doozie, but Chinese 
authorities have instructed power plants 
to start stockpiling coal. And given the 
flooding to their main mining region, it 
may be time that they looked at importing 
some from Australia!

Targeting all time highs
Equity markets extended their recent 
rallies, buoyed by positive corporate 
results with indexes looking to attack all-
time highs in the lead-up to Christmas. 

Commodities also made solid gains as 
Brent eased pass the USD85.00 level 
and gas spiked 1.9% as Russia signalled it 
may limit supply to Europe. These moves 
also supported bond selling, which saw  
10 year yields spike with the T-bund at 
1.63% and the bund at -0.11%.  

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