
The ECB delivers ... but not without 
a disagreement!
The ECB delivered its second consecutive 
jumbo 75bp rate hike lifting borrowing 
costs to their highest levels since early 
2009, with refinancing now at 2%, the 
deposit facility at 1.5%, and marginal 
lending at 2.25%. While President 
Christine Lagarde insisted that “we have 
more ground to cover,” and that the ECB 
could still hike for “several meetings,” 
officials weren’t unanimous about the 
size of the rate hike with, allegedly, 3 
policy makers wanting a smaller 50bps 
hike, while the member of the Governing 
Council also debated whether to 
acknowledge the “substantial progress” 
made towards its neutral rate. Traders 
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trimmed their tightening bets, pricing a 
peak in rates at 2.65%, down from 2.85% 
prior to the meeting. ECB officials also 
toughened the terms of TLTRO loans 
while a broad strategy for their QT was 
agreed.

US GDP reversed its 2 previous quarterly 
declines, rebounding strongly to record 
annualized growth of 2.6% in Q3, against 
expectations at 2.4%. The biggest positive 
contributor was net trade as imports fell 
and exports grew sharply, while there 
was a sharp rise in business investment. 
Consumer consumption grew at 1.4%, 
which was significantly lower than Q2’s 
2.0%, while the price index collapsed 
from 9.0% to 4.1%. Finally, initial jobless 
claims edged up to 217k while durable 
goods orders rose 0.4% in September, 
slightly less than 0.6% expected.

In the UK, Accenture highlighted that 
over two-thirds of British adults are 
planning to cut back on festive spending 
due to the cost-of-living crisis, although 
the British media is reporting that PM 
Sunak believes the UK economic outlook 
isn’t as bad as initially feared as he 
considers dialling back tax hikes.

The Governor gave a speech yesterday! 
Bravo Mr. Orr, although it was light 
on detail stating, “New Zealand is well 
positioned, but inflation is still too high 
in an absolute sense. The Bank is firmly 
committed to meeting its inflation target.” 
But don’t worry New Zealand, there is 
always a politician who can fill the void, 
and yesterday it was the turn of deputy 

PM Robertson who added, “The signs 
are continuing to show that inflationary 
pressures are easing. NZ is getting to grips 
with the tight labour market. The economic 
starting point for NZ is one of the best in the 
world with low public debt.”

And here’s something a little different, a 
tweet from the RBA, which announced, 

“High inflation is a problem for the economy 
and individuals. We need to keep adjusting 
then policy interest rate until we are 
confident inflation is under control.” In 
other Australian news, export prices 
fell -3.6% on the quarter from its prior 
+10.1%, while import prices increased 
3.0% from 4.3%.

So, what does it all mean?
While European exchanges were little 
changed on the day, the US bourses 
were a mixed with the Nasdaq down 
more than 1.0% after Meta plunged after 
3-investment banks downgraded it after 
disappointing earnings. Credit Suisse 
also plunged after tapping investors 
for a USD4.1 billion capital raise and 
announcing a slashing of 9,000 jobs. Bond 
markets continued their recovery, with 
the T-bond 6pips lower to 3.95%, while 
the USD-index staged a modest recovery.
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