
It’s the final countdown
The US current account gap widened to 
USD214.8 billion, or 3.7% of the GDP, in Q3 
2021. This was the largest current account 
deficit since Q3 2006 and well ahead of the 
USD205 billion shortfall forecast. 

Furthermore, the Philadelphia Fed’s non-
manufacturing regional business activity 
index fell to 28.3 from the 46.1 previously. 

Finally, the soap opera that is President 
Biden’s BBB legalisation and his stand-off 
with Senator Joe Manchin looks set to 
continue after they agreed to continue 
negotiations in the New Year. 
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10 year Govt 2.28% 1.60%

Following on from the COVID-19 Omicron 
outbreak, European confidence continues 
to worsen after consumer confidence in 
the Eurozone fell by 1.5 points to -8.3 in 
December, which was worse than market 
expectation of -8.0, while the GfK consumer 
climate indicator in Germany declined to 

-6.8 heading into January of 2022 from a 
downwardly revised -1.8 in December. 

Meanwhile, ECB Vice President, Luis de 
Guindos, announced, “Our inflation is more 
persistent and, let’s say, not as temporary as 
we expected” and that the “ECB forecasts, 
such as those for inflation, were subject to 
great uncertainties, such as the evolution of 
the COVID-19 pandemic.”

The RBA minutes simply told us what we 
already knew — the board is committed to 
maintaining highly supportive monetary 
conditions and is prepared to be patient. 
The emergence of the COVID-19 Omicron 
variant is a new source of uncertainty, but 
it was not expected to derail the recovery. 
Risk to the recovery posed by the Omicron 
variant will be more apparent by the 
February meeting. 

Inflation had increased but remains low 
in underlying terms. Only a gradual pick-
up in underlying inflation was expected. 
There are 3 possible options for the bond 
purchase program options reflecting the 
expectation that the economy will continue 
to bounce back, but if there were another 
serious economic setback, a different set of 
options would need to be considered.

Following on from 8 consecutive increases, 
the overnight GDT dairy auction saw prices 
slide 1.5%. Most of the damage was caused 
by the 3.3% fall in the WMP price, although 
butter managed to rally 1.0%.

Nomura says the PBoC will sell Yuan to help 
support China’s slowing economy. Simply 
put, by selling Yuan, they will boost liquidity 
in the banking system which can be used 
to lower borrowing costs. Meanwhile, 
analysts expect to see a continuation of 
the authorities’ regulatory clampdowns 
in 2022 with a particular focus on data 
protection and deals that present national 
security risks. 

Japan is considering hiking its GDP forecast 
for 2022 to 3% from 2.2%, while Prime 
Minister, Fumio Kishida, has reiterated 
again that he is not considering changing 
the sales tax rate “for the time being”

With just 3 sleeps to go 
Following on from its recent downturn, US 
and European stock markets posted solid 
gains of 1.0%-2.0% as investor appetite 
for risk assets improved. Commodities 
also had another positive session, which 
saw oil prices rebound with crude up 4.1% 
and brent 3.7% higher. Gas prices also rose 
another 2.5%. 

This positivity filtered through the 
currency markets, which saw the NZD 
and AUD rally, while the US 10-year yield 
jumped to 1.475%.
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30 day bank bills 0.83% 0.80% 0.01% 0.02%

90 day bank bills 0.98% 0.94% 0.09% 0.05% COMMODITIES
FRA 90d in 3mths 1.54% 1.50% 0.23% 0.20% USD
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