
It would appear we’ve gone 
from speculating on a global 
recession ...
 … to actively pricing one in!

With last week’s Federal Reserve 
meeting projecting rate hikes as high 
as 4.6% in 2023, and Fed Chair, Jerome 
Powell, stating that a soft landing, or 
even a moderate recession, is unlikely, 
investors are battening down the hatches 
in preparation of a prolonged recession, 
with global equity markets remaining 
under pressure. This has also contributed 
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to further safe haven buying of the  

USD which has, yet again, reached new 

multi-decade highs, the USD Index 

surging to the 114.00 level. 

It may only be a matter of time before 

we start hearing the phase ‘currency 

war’ repeated regularly by market 

commentators!

And the Bank of England isn’t 
helping! 
With rumours circulating that the BoE 

may embark upon a mid-meeting hike, 

it announced it is monitoring financial 

market developments “very closely” after 

the pound fell to an all time low against 

the USD at 1.0645 before adding, “The 
Bank is monitoring developments in 
financial markets very closely in light of 
the significant repricing of financial assets,” 

which is interesting considering the  

10-year gilt yield has surged 75bps, to 

4.25%, in the last two trading sessions! 

The EUR has also fallen to a 20-year low 

at 0.9605 after ECB President, Christine 

Lagarde’s, testimony to the European 

Parliament stated, “Risks to inflation are 
primarily on the upside. We expect activity 
to slow substantially in the coming quarters. 
Demand for services is losing steam. We 
expect to raise rates further over the next 
several weeks.” 

Finally, the BoJ’s intervention to support 
the JPY has only had a limited impact 
given that the key driver, the interest  
rate differential between the US and 
Japan, remains in place. This has seen 
USD/JPY bounce back to 144.75, having 
eased from its 24-year high of 145.90 to 
a low of 140.35 after the intervention.

We have also had a surge of central 
bank speakers hitting the newswires, 
with ECB member, Joachim Nagel, 
announcing “Decisive ECB rate hikes are 
needed,” while Fed member, Lorrie Logan, 
added, “The rate of inflation is far too high” 
and her colleague, Raphael Bostic, added, 

“Investor reaction to the UK’s fiscal plan is 
due to rising uncertainty. Until inflation 
is under control, there will be volatility in 
financial markets.”

In actual data releases, the OECD 
downgraded its global economic growth 
projections to 2.2%, from June’s forecast 
of 2.8%, while the Chicago Fed’s national 
activity index fell to 0.0 in August, from 
July’s 5 month high of 0.29, which will 
also moderate US growth.

With equity and commodity markets a 
sea of red, bond yields have surged to 
multi-year highs with the US 10-year 
yield exploding 17bps to 3.87%, which 
has seen the NZD and AUD fall to fresh 
29-month lows against the USD, with 
0.5625 being the NZD/USD low so far 
and 0.6438 the AUD/USD low. 
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