
Here we go again …
In what was a reversal of epic portions, 
Friday’s recovery by financial markets 
was exceptional and reminiscent of the 
high drama moments as the pandemic 
was exploding and central banks were 
scrambling in 2020. 

In terms of the rationale for the reversal, 
the broad explanation was that the first 
round of sanctions weren’t as harsh as 
feared, but with a ramping up of the 
sanctions over the weekend that are  
more targeted to the Russian hierarchy 
and their banks, via the SWIIFT payments 
system, President Putin has retaliated by 
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placing Russia’s nuclear forces on alert 
as “Western countries aren’t only taking 
unfriendly actions against our country in the 
economic sphere, but top officials from leading 
NATO members made aggressive statements 
regarding our country.” The latest news, at 
least at this moment is that representatives 
of the Ukrainian and Russian governments 
will hold talks on the Ukraine-Belarus 
border.

From a financial markets’ perspective, 
we are expecting another week of high 
volatility. Friday saw January US core 
PCE come in higher than anticipated at 
5.2% vs 5.1% expected. With inflation 
remaining stubbornly high, the hawks 
remain optimistic that a 50 basis point hike 
remains on the cards with Fed Governor, 
Christopher Waller, stating “The rapid 
improvement in the labour market and the 
deteriorating inflation data have pushed me 
towards favouring a faster pace of tapering 
and a more rapid removal of accommodation 
in 2022.” While his colleague, St. Louis 
Fed President, James Bullard, said that he 
has become “dramatically” more hawkish 
in light of the hottest inflation reading in 
nearly 40 years, and he now wants a full 
percentage point of interest rate hikes 
over the next three U.S. central bank policy 
meetings. 

As an FYI, US durable goods also came 
in better than expected while European 
central bankers are leaking they’re 
less likely to hike rates this year given 
developments. 

The NZD and the AUD actually held up 
quite well last week, although they are 
both down half a cent on our open. The 
T-bond closed the week at 1.96%.

In New Zealand, the RBNZ Governor, 
Adrian Orr, was ‘out-and-about’ giving 
interviews stating, “By getting ahead of 
inflation quickly, we aim to prevent higher rates 
later. Household and business balance sheets 
are strong although they will and are starting 
to weaken as house prices fall. Events in 
Ukraine exacerbate upside inflation concerns 

… we are particularly concerned about inflation 
expectations. We retain the option to move 
faster on rates if needed” although he then 
added, “I sit in the camp inflation is temporary 
and that generalised inflation is unnecessary.” 

Strap yourselves in ...

it’s going to be a bumpy week!

Apart from the war in the Ukraine, we also 

have a busy week in the markets with the 

RBA rate decision on Tuesday, and the BoC 

rate decision on Wednesday along with an 

OPEC meeting. 

Fed Chair, Jerome Powell, is testifying to 

Congress on Wednesday and Thursday 

while we also have US ISM, ADP, and non-

farm payroll numbers. 

Finally, from the rest of the world, we have 

Euro Area inflation, China manufacturing 

PMI, and Q4 GDP growth rates for Canada, 

Australia, and Switzerland.
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