
Go to the Winchester ... 
 ... Have a nice cold pint and wait for all this  
to blow over. 

As volatility remains high across markets, 
that sounds like the best course of action! 

Comments from the RBNZ Governor, 
Adrian Orr, yesterday during the local 
session hinted at a possible pivot in  
rhetoric. He said “we still have some work to 
do but the good news is because we’ve done 
so much already, the tightening cycle is very 
mature, it’s well advanced” which is quite 
significant in that the FX market is already 
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positioning for the RBNZ to be the first 
central bank to U-turn into a dovish stance 
with the expectation the conversation 
will eventually turn to talk of rate cuts. 
The RBNZ is not due to update its OCR 
projections until late November, however, 
is expected to hike another 50bp at its 
Monetary Policy Review next Wednesday 
(2pm local time). Unfortunately, no press 
conference accompanying the decision, so 
we will not be blessed with Adrian Orr’s 
smiling face and cavalier attitude. 

The world bank is on the ‘weaker Chinese 
growth’ bandwagon, after it took an axe 
to its Chinese GDP forecast for 2022, 
chopping it from 5.0% to 2.8%. Its rationale 
was “due mainly to a sharp slowdown in China, 
caused by its strict zero COVID-19 rules 
that have disrupted industrial production, 
domestic sales and exports.”

The BOJ giveth, the BOJ taketh 
away
Japan is sending mixed messages to the 
market, with a fresh commitment to ultra-
loose monetary policy while at the same 
time hinting, they may not be done with 
intervention in the FX markets. The BOJ 
reaffirmed, yet again, its commitment 
to ultra-loose monetary policy, stepping 
into bond markets with an unscheduled 
JGB buying operation to drive yields 
lower, which is weighing on the Yen. The 
Finance Minister, Shunichi Suzuki, said 
he will continue to monitor FX markets,  

suggesting more intervention is on the 
cards. The BOJ stepped into the FX 
markets last week to support the Yen 
for the first time since 1998, buying  
JPY3.6 trillion, which sent the  
USD/JPY 5 big figures lower from a high 
near 146.00. The pair is back to 144.86 
almost unwinding the intervention move 
as the monetary policy stance counteracts 
the intervention.

In the US, much like the rest of the world, 
it is not looking promising. The US 10-
year yields are fast approaching 4.0% and 
is currently at levels last seen in October 
2008 as expectations for higher interest 
rates continue with markets pricing 
another 75bps hike in November. Hawkish 
comments from the Fed confirmed their 
commitment to fighting stubbornly high 
inflation. Durable goods orders declined 
0.2% month-over-month in August of 
2022 for a second consecutive month, 
albeit less of a contraction than markets 
were expecting. 

The US dollar index is currently back above 
114.00 as the dollar goes from strength 
to strength against the major currencies. 
The safe haven asset demand continued 
to support the currency as markets rushed 
for its safety amid a highly uncertain global 
economic outlook and mounting recession 
risks. The NZD is currently at 0.5638 while 
the AUD is at 0.6434 as both pairs near 
lows last seen at the onset of the pandemic 
in 2020.
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