
What is Jackson Hole? 
This week will invariable start slowly given 
that Jackson Hole is later in the week. 
But wait, what is Jackson Hole, I hear 
you ask? Well, it’s an annual event held 
by the Federal Reserve Bank of Kansas 
City where dozens of central bankers, 
policymakers, academics, and economists 
from around the world converge for 
their annual economic policy symposium 
in Jackson Hole, Wyoming. Attendees 
discuss economic, equity and currency 
issues facing the economies of the world, 
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with this year’s theme being ‘Reassessing 
Constraints on the Economy and Policy’.

And we should probably expect the RBNZ 
Governor will attend as well given his 
standing in financial markets, although Mr. 
Orr may get a few sideways glances after 
he announced, “increasingly diverse opinions 
about where the bank should set interest rates 
are a pleasing sign, as that would suggest the 
bank must be getting close to the point where 
its next decision is getting ‘really hard’ to make. 
Diversity of opinion over the size of the rate 
rise that was required would suggest that 
monetary policy settings were getting close to 
where they needed to be.” Meanwhile, July’s 
NZ trade data saw the annual deficit hit 
a new record high of -NZD11.64 billion 
after the monthly figures showed a deficit 
of -NZD1.09 billion as exports increased 
to NZD6.68 billion while imports surged to 
NZD7.77billion.

The German Finance Ministry has become 
very pessimistic announcing, “Germany’s 
economic outlook is bleak. It’s overshadowed 
by rising energy prices and supply chain issues.” 
And this is filtering through to the EUR 
with one European Bank announcing, “The 
unrelenting negatives emerging from the gas 
crisis no doubt continues to weigh on the euro 
and suggest EUR/USD may struggle to hold 
gains. Fund managers continue to believe the 
euro is undervalued — but they have been saying 
that since 2018 — and we think the gas crisis 
and terms of trade shock has driven a lower 
fundamental value for EUR/USD.”

The situation isn’t much better in the UK 
either after their consumer confidence 
index, the GfK, hit its lowest ever level 
dropping to a low of -44 for August. 
Meanwhile 1,900 workers at the UK’s 
biggest container port are due to begin an 
8-day strike which will disrupt UK trade 
and supply chains even further.

Last weeks close saw equity markets 
turn negative after various pessimistic 
comments from individual members of 
the Fed clouded the economic outlook. 
This pessimism filtered through to bond 
markets as the US 10-year bond rallied a 
further 11bps to close at 2.99%, a smidge 
below the psychological 3.00% level, which 
supported the USD-index as it broke above 
its key resistance contributing to another 
NZD and AUD sell-off.

With the markets firmly focused on Fed 
Chair, Jerome Powell’s, speech at the 
Jackson Hole symposium, where it is 
expected he will provide insight into the 
Fed’s rate path, reaffirming that a dovish 
pivot is unlikely until inflation returns to its 
2.0% target, while most data releases will 
be an after-thought. 

This week, US releases include personal 
income and spending, durable goods 
orders and the second June quarter GDP 
estimate, while we also have August PMI 
releases from the US, the UK, Australia, 
Germany, France, and Japan, and central 
bank meetings in China and South Korea.
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