
Up, up, and away
The overnight GDT dairy auction saw 
further gains for the dairy sector with 
the overall index up 1.9% to record its  
7th consecutive positive release with 
the key butter and WMP prices rallying 
3.5% and 1.9% respectively. This will help 
support the recent rally in the farmgate 
future prices, which recently traded at a 
record NZD9.07.

Presidents Xi and Biden had a ‘virtual’ 
fireside chat, that didn’t reveal anything 
particularly interesting! However, the 
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actual US data was surprisingly strong 
with US retail sales surging 1.7% in 
October, which was significantly above 
September’s upwardly revised 0.8%, 
while industrial production rose 1.6%, 
rebounding from September’s 1.3% drop. 
US September business inventories came 
out in line with expectations at 0.7% while 
the St. Louis Fed President, James Bullard, 
suggested the central bank should speed 
up its reduction of monetary stimulus 
due to the recent inflation surge stating 

“I think it behoves the committee to go in a 
more hawkish direction in the next couple 
of meetings, so we are managing the risk of 
inflation appropriately.”  

The ECB, in an attempt to ease the 
shortage of government bonds in the 
Eurozone due to the EUR1.85trillion  
PEPP bond buying programme, has 
doubled the amount of cash they will 
accept as collateral to EUR150 billion. 
Meanwhile, ECB president, Christine 
Lagarde, addressed the EU parliament 
stating “If we were to have any kind of 
tightening approach to the current situation, 
it would actually do more harm than good.”

While the RBA minutes reiterated there 
will be no hike in the cash rate until the 
central bank’s wage and inflation criteria 
are met,  the economy is expected to bounce 
back quickly as restrictions are eased, and 
that the RBA remained committed to 
maintaining highly supportive monetary 
conditions. 

It was during a speech, titled ‘Recent 
Trends in Inflation,’ that we got a real insight 
into the Governor’s thinking, when he 
stated “underlying inflation at 2.5% mid-
point would not warrant a rate rise. We need 
to see underlying inflation well within 2-3% 
range and confident it will stay there. A 
sharp rise in underlying inflation would have 
different policy implications to a slow drift up. 
The RBA would be prepared to look through a 
transitory spike in core inflation and it will not 
hike rates to control house prices. 

There is a very low probability of wages 
picking up fast enough to need rate hikes 
in 2022. We have yet to see a broad-based 
pick-up in wages growth in Australia and 
any chance of unwinding the 10 years of 
slowdown in wages growth is very, very low, 
close to zero.”

In what could be the first shot of a 
currency war, Chinese analysts say the 
onshore yuan may deviate from the US 
which would mean a stronger CNY. 

Welcome back, Kotter
The robust retail sales data saw most 
US bourses firm, following the negative 
closes in European. 

The data also saw US yields firm, with 
the 10 year yield up to 1.62%, and the US 
dollar surge to a 16-month high forcing 
the NZD/USD and the AUD/USD to 
monthly lows.
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