
Revenge is a dish best served 
cold
Although it was very hot in Abu Dhabi 
congratulations to the Black Caps and 
what an incredible team to have made  
3 consecutive finals in 3 different formats 
of the game. Now, if we could only get 
the same form of dedication, collective 
fight, organisation, and realism from the 
Government!

And speaking of fighting, fighting inflation 
is the theme of the day after the US CPI 
surged +0.9% on the month and 6.2% in 
the year to record its largest increase since 
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November 1990 as higher prices across 
the energy, shelter, food, and vehicle 
sectors accelerated the gains. There were 
also substantial gains to the core inflation 
rate which increased to levels last seen 
in August 1991, hitting +0.6% and +4.6% 
respectively. 

It was a similar story in Germany, where 
inflation increased 0.5% on the month 
and 4.5% on the year, which were in line 
with expectations, In China the CPI data 
showed inflation rising at its quickest 
since September 2020 headlining at 
+0.7% on the month and +1.5% on the year, 
impacted by weather, commodity demand, 
and input pressures. In fact, the local 
PPI numbers increased at an incredible 
+13.5% on the year to its highest level 
since local authorities began compiling 
the data way back in October 1996.

These inflation prints saw the market 
bring forward its US rate hiking cycle, 
with a hike to 0.25% priced in by June 
2022 with an 80% chance the Fed Funds 
rate will be at 0.50% by September. This 
saw global bourses and commodities fall 
as the threat of persistent and elevated 
inflation could force the Fed to taper at 
a more substantial rate or hike interest 
rates earlier. This saw the 2 year treasury 
yield jump 6-bps to 0.49% while the 10-
year surged 8-bps to 1.555%, while the 
US-dollar spiked to its highest level in  
16 months which saw the EUR/USD crack 
below the 1.16 level, dragging the NZD 
and AUD lower. 

Quite naturally, we also saw a few Fed 
speakers poke their heads above the 
fenceline with Mary Daly stating “The US 
has an inflation challenge, inflation is eye-
popping; but note COVID-19 is still affecting 
supply chains, which matters for inflation 
and jobs, and I still see inflation as transitory. 
Even though its temporary, inflation hurts 
(although) it would be premature to change 
the calculation on raising rates.” 

James Bullard then added he is “expecting 
the US central bank to hike its benchmark 
rate twice in 2022, after it’s finished with 
winding down its bond-buying program.” 
Although, he added the caveat that his 
viewpoint was based on current economic 
data and that his prediction could change 
as time progresses.

The November NZ business survey was 
quite pessimistic with the own activity 
outlook easing to 15.6% from 21.1% 
while business confidence plummeted 
to -18.1% from -13.4% as nearly all of the 
forward-looking activity indicators eased.

At the peripheral
US initial jobless claims printed at +267k, 
the October budget deficit hit USD165bn, 
and the Atlanta Fed has lowered its Q4 
GDP estimate to +8.2% from 8.5%.

Stay safe, enjoy the cricket replays, and 
let’s be careful out there!
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