
I hope everyone enjoyed the 
pomp and ceremony overnight
You must admit, the Brits are very good at 
organising a royal event. 

With Queen Elizabeth laid to rest, it’s 
back to reality with the focus on central 
banks, specifically the BoE and the Federal 
Reserve, while rumours are circulating  
that the Swedish central bank, the 
Riksbank, may follow Canada’s lead and 
hike 100bps. Ahead of this week’s meetings, 
the markets lacked direction overnight 
swinging between gains and losses as  
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sky-high inflation and concerns around 
wage inflation cemented expectations that 
both central banks will hike 75bps later 
this week. At this stage it looks like the 
US exchanges will follow their European 
counterparts and close flat, while com-
modity markets also lacked inspiration  
and were broadly flat. The US 10 year 
T-bond also traded above the psychological 
3.50% level, although it has since eased 
back to 3.49%, while the USD rallied, again, 
for its 5th consecutive ‘up’ day. And while 
this saw the NZD weaken to its lowest  
level against the USD since May 2020, the 
NZD also weakened on the crosses, while 
the AUD/USD will close the session in 
positive territory. 

There was also some positive news out of 
China as it looks like its economy is about 
to start re-opening after the PBoC cut its 
14-day reverse repo interest rate from 
2.25% to 2.15%, although it held its 7-day 
reverse repo rate at 2.0%. 

We also had the Chinese state planner 
announce it has approved nine investment 
projects, valued at CNY80 billion, while 
Hong Kong has announced they may  
scrap their restrictive hotel quarantine 
and pre-flight COVID-19 PCR test 
requirements for incoming travellers. 

In the US the NAHB housing market 
index fell for the 9th straight month to 
46 in September, its lowest level since 
May 2020 and below market forecasts  

of 47. Goldmans has also joined the chorus 
calling for the Fed to hike 75bps this week, 
although they are also forecasting the  
Fed will follow with successive 50bps hikes 
in November and December to reach a 
4.00%-4.25% range by year end.

ECB Chief Economist, Philip Lane, was 
explicit stating, “rates could continue to go up 
at each remaining meeting this year and may 
rise early next year also. We do think that this 
is going to dampen demand, we’re not going 
to pretend this is pain free. Demand is now  
a source of inflationary pressure; it was not  
6 or 9-months ago in the same way it now is.  
A recession cannot be ruled out.” 

In New Zealand, August services PMIs 
jumped 4.2 points to 58.6 and our climate 
change czar, Dr Rod Carr, has called for a 
reform of our emissions trading scheme. 
We also had the RBNZ release a statement 
on “Why climate matters to RBNZ” which 
is interesting, but surely something like 

“Why inflation matters to RBNZ” would be 
far more relevant in the current environ-
ment!

Those who were hoping for some 
relief from food inflation …
 … think again! India, who accounts 
for approximately 40% of global rice 
shipments, has banned exports of ‘broken’ 
rice and slapped a 20% export tax on 
several varieties of rice in a bid to control 
domestic prices.
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