
This Fed is sticking to its guns ... 
but then again ...
The Federal Reserve raised its key 
benchmark interest rate for its fourth 
consecutive 75bps hike to the 3.75%-
4.00% range, as expected.

There were two new sentences in the 
statement that offered hope for all, with 
the USD bulls aligning themselves to 
the line, “The Committee anticipates that 
ongoing increases in the target range will 
be appropriate in order to attain a stance of 
monetary policy that is sufficiently restrictive 
to return inflation to 2.0% over time.” while 
the USD bears will take comfort from, “In 
determining the pace of future increases in 
the target range, the Committee will take 
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into account the cumulative tightening of 
monetary policy, the lags with which monetary 
policy affects economic activity and inflation, 
and economic and financial developments.” 

In the Q&A Mr. Powell emphasised, “US 
economy has slowed significantly from last 
year. Recent data indicates modest growth 
this quarter. Activity in housing has weakened. 
Jobs market is still extremely tight. Incoming 
data suggests the ultimate level of rates will 
be higher than previously anticipated. The 
ultimate top in rates is very uncertain. Likely 
we’ll have a discussion of a smaller hike in 
December.”

Initially the USD bears won-out post the 
announcement as equities rallied and the 
USD-index fell a percent. This saw NZD/
USD surge to 0.5945 while AUD/USD 
reached 0.6493, although the USD bulls 
took the initiative during the Q&A which 
saw the NZD and AUD give up their gains. 
The US 10-year yield initially fell to 4.00%, 
but increased to 4.06% during the Q&A.

Hiring by private US businesses reached 
its highest level in 3-months, unexpectedly 
creating 239k jobs in October against 
expectations of a 195k increase. 

The rhetoric from the ECB is starting 
to sound familiar after Joachim Nagel 
announced, “There is still a long way to 
go on rate hikes. Inflation is persistent 
and the ECB must be more stubborn than 
stubborn inflation” while, Pablo De Cos 
added, “Progress on unwinding monetary 
accommodation significant; have yet to reach 
the end of rate increases. Bond portfolio 
reduction should begin at the beginning of 
next year.”

October Australian manufacturing PMIs 
fell into contractionary territory at 49.6 
from 50.2

Yesterday the RBNZ acknowledged the 
challenges ahead announcing, “Some 
households and firms will be challenged by the 
rising interest rate environment. Increasing 
household debt loads will slow down growth 
of consumption. There are increased downside 
risks to the global economic outlook. The 
extent to which economic activity will slow in 
response to rising rates is uncertain.” But as we 
all know, the quickest way to slow inflation 
is to increase unemployment, although the 
Q2 release saw the unemployment rate 
remain at 3.3%. Employment also rose 
1.3% from Q2 as the participation rate 
increased to 71.7%, and wages increased 
at their highest rate since the series began 
accelerating 3.8%! We then had RBNZ 
Deputy Governor Hawkesby add, “We will 
consider tightening policy faster, and slower, 
at the next policy meeting (although the) 
balance of risks for the global economy is to 
the downside.”
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