
Surely the cost of caviar isn’t 
going up again!
Most of the data overnight, and as a 
generalisation for the week, was second 
tier. Perhaps the most interesting data 
release overnight was the (and this is a bit of 
a mouthful) IHS Markit Global Food Producer 
PMI Prices Charged Index. The index rose to 
an 11-year high of 63.6 in January, up from 
62.5 in December, as supply shortages 
pushed up producers’ costs. 

Essentially, any index reading above 50 
signals a rise in prices compared to the 
prior month, meaning the index suggest 
that food price inflation remains well 
entrenched.
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In the US, the 2021 trade deficit on  
both goods and services rose 27% to hit 
USD859 billion to hit an all-time record 
driven by a continuous desire for imported 
goods, which surged 20.5%, or USD576.5 
billion. Against this, exports grew by 18.5% 
to USD394.1 billion. 

If this wasn’t bad enough, Americans 
became even more pessimistic in their view 
of the US economy following the ending of 
the monthly childcare tax credits, with the 
IBD/TIPP economic optimism index falling 
to 44 in February from 44.7 in January 
for the index’s seventh straight month of 
contraction. This sense of pessimism was 
further emphasised by the NFIB small 
business optimism index, which fell to an 
11 month low of 97.1 in January as labour 
shortages and high prices weighed. Finally, 
there was positive after the Atlanta Fed 
GDP forecast increased to 0.7% from 0.1% 
previously.

In the Eurozone, following on from 
Christine Lagarde’s and Klass Knot’s 
comments, François Villeroy, ECB 
Governing Council member, gave his 5 
Euro’s worth stating, “I guarantee we will 
do what is needed for inflation to return to  
around 2% over time. The inflation hump 
should be temporary,” although he then 
added, “The market’s reaction to the ECB may 
have been too strong!”

One of the local banks, commenting on 
the potential for RBA rate hikes this year, 
has stated that, “every meeting from June 
is live” for a potential rate hike. This aligns 
with the thoughts of ex-RBA member,  

John Edwards, who suggested the RBA 
could hike 4 times later this year, beginning 
in August. But if you think that is excessive, 
BOAM is calling for the Federal Reserve 
to hike US rates 7 times this year with a 
further 4 hikes to follow in 2023!

Overnight, equity markets had a quiet 
session with most exchanges up between 
0.25%-1.0%. Currency markets were 
also steady, with the NZD and AUD flat, 
although the EUR eased back a touch, 
while commodity prices were mixed with 
crude easing back below the USD90 barrel 
level. Which means, once again, the action 
was focused on the bond markets with 
yields, once again, grinding higher with the 
T-bond at 1.95% and the bund at 0.26%. 

Never trust a rumour    
We always try to refrain from printing 
rumours, but word on the street is that  
Sri Lanka is on the brink of a sovereign 
bond default.

Finally, in south-east Asia news, the US 
has approved the sale of a USD100 million 
Patriot missile defense system to Taiwan 
while Beijing has warned Hong Kong 
against abandoning its Covid zero-policy 

… so expect Hong to announce it has no 
Omicron cases next month.
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