
We knew it was coming
It definitely wasn’t a surprise and, if 
anything, it was a bit of a non-event after 
the RBNZ hiked the OCR 25 basis points 
to 0.50%. The statement was quite well 
balanced with a strong inflation theme 
running through it, with a reference to 
the unsustainability of the local housing 
market and a note of caution around 
the potential long-term impact of the 
COVID-19 Delta strain on the domestic 
and international environment. After 
the announcement, the NZD and local 
interest rates popped a touch, but the 
momentum was quickly lost with the 
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weakness continuing into the overnight 
sessions. 

Looking ahead, the market is continuing  
to price in further hikes, with a 92% 
chance of another 25 pips in November 
and 88% priced in for February 2022, but 
beyond that, the market is starting to  
lose some of its momentum.  

And speaking of the RBNZ, congratu-
lations to Christian Hawkesby, miharo te 
tama, the boy wonder, who was named as 
the new Deputy Governor to replace Geoff 
Bascand who is leaving in early 2022.

Citing financial stability risks, APRA 
has jacked up the minimum ‘rate buffer’ 
Australia banks use when assessing the 
serviceability of home loan applications, 

“APRA has told lenders it expects they will 
assess new borrowers’ ability to meet their 
loan repayments at an interest rate that is 
at least 3.0% above the loan product rate. 
This compares to a buffer of 2.50% that is 
commonly used by ADIs today.”

In terms of data overnight, the US ADP 
employment numbers saw private 
businesses hired 568,000 workers in 
September, the most in 3 months, beating 
market expectations of a 428,000, while 
Eurozone retail sales rose by +0.3% in 
August following on from July’s revised 

-2.6% slump. 

The ECB announced it will study a new 
bond buying program for when the 
pandemic program, the PEPP, ends in 

March and one new detail highlights that  
the plan is to prevent the widening of 
spreads and will complement the APP.

Apart from the RBNZ hike and APRA 
adjustments, which were both well 
signalled, there was little for markets 
to focus on as we await the Democrat/
Republican game of chicken over the 
US debt ceiling. With 18 October the 
projected date by which Treasury 
Secretary, Janet Yellen, expects the 
country to reach its limit on sovereign  
debt, time is fast running out. This 
ultimately saw the US exchanges tread 
steady while European markets were 

-0.5% to -1.5% lower on concerns over 
surging energy prices. Interestingly, 
natural gas prices reversed yesterday 
gains falling -9.75% after Russia Presi-
dent Vladimir Putin hinted at more  
supply, while oil prices also eased from 
their recent highs. The US 10 year 
treasury continued to bounce around the 
1.50% level to close at 1.525%, while the 
Euro fell to a 15-month low against the 
USD which dragged the NZD and AUD 
lower as well.   

China capitulates   
It’s a minor victory, but coal shortages in 
China have resulted in a ‘handful’ of ships 
unloading circa 450k tonnes of Australian 
coal. 

Stay safe, enjoy life one picnic at a time, 
and hey, let’s be careful out there! 
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