
Monday morning blues 
Friday saw the release of the University 
of Michigan’s consumer sentiment survey, 
which increased to a 5-month high of 59.5 
in September, which was up on August’s 
58.2 but lower than forecasts at 60.0.  
And if you thought that at least things can 
only get better, I’d hold that thought after 
shipping giant FedEx announced that it 
was pulling its earnings guidance due to 

“expectations for a continued volatile operating 
environment.” 

In other releases, Eurozone core inflation 
rose 0.7% in August, and 5.5% on the 
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year, which was bang inline with forecasts, 
UK retail sales sank -1.6% in August, 
which was the biggest decline so far this 
year, while Chinese retail sales jumped 
5.4% as industrial production increased 
4.2%, with both releases out-performing 
expectations!

Friday also saw RBA Governor, Philip Lowe, 
announce, “Inflation has very quickly gone 
from being too low, to being too high.”

Growth in labour costs remains consistent 
with inflation returning to target while 
medium-term inflation expectations have 
remained well anchored. The cash rate 
should at least average 2.5% over time and 
will likely cycle between 2.5 and 3.5%!  
We are closer to normal on rates but not there 
yet. At some point, it will be appropriate to 
slow the rate of increase in interest rates, and 
the case for doing that becomes stronger as 
the level of interest rates increases.”

Meanwhile, in New Zealand, a couple of 
the local banks have raised their OCR 
forecasts, with one suggesting it will peak 
at 4.75%! Meanwhile manufacturing PMIs 
reached their highest level since July 2021 
at 54.9.

In slightly concerning news, CNN reported 
that President Xi has told his military he 
wants China to have capability to take 
Taiwan by 2027, while Saudi Arabia and 
Russia see USD100 as a fair price for oil. 
How convenient! Meanwhile, Goldman 
Sachs have followed Fitch and become  

way more pessimistic with their forecasts 
as a “higher rates path, combined with a recent 
tightening in financial conditions, implies 
a somewhat worse outlook for growth and 
employment next year.”

And why are Goldman Sachs saying this, 
I hear you ask? Probably because, once 
again, equity markets spent a week in full 
retreat as inflation fears intensified and 
short-term bond yields reached levels last 
seen in 2007. The US 2-year bond yield  
is now at an incredible 3.86%, while the  
10-year bond is at 3.45%. 

Meanwhile, verbal intervention, and the 
odd price check from the BoJ, has capped 
the USD/JPY below the 145.00 level, 
although the USD made further gains 
reaching a 2 year high against the CNH 
while it rose to levels not seen since 1985 
against GBP! However, there was positive 
news — European natural gas prices 
plummeted on EU emergency plans, which 
saw the EUR/USD firm back to parity.

This week …

 … starts with the Japanese ‘Respect for the 
Aged Day’ so let’s just leave that one there, 
okay all? 

We also have three G7 central bank 
meetings this week with the Fed, the BoJ, 
and the BoE. The market is pricing in a 
20% possibility the Fed will hike by 1.00%! 
In addition, Japan and Canada report the 
latest inflation and PMI prints. 
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