
Let’s not talk about the mid-
terms!
As there has been a lot of carbon dioxide 
expelled during these election, only 
adding value to the atmosphere!

Equity markets seemed to like the 
possibility of a split senate/congress with 
US bourses up almost 0.75% as investors 
awaited the outcome. At this stage it looks 
like control of one, or both chambers, 
could move to the Republicans who 
are seen as more market friendly. This 
positive equity performance supported 
a ‘risk-on’ approach which saw the NZD 
and AUD continue their recovery with 
the NZD/USD approaching 0.5975 and 
the AUD/USD above 0.6500. Bond 
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markets were also mildly optimistic with 
the 10-year treasury yield dropping 
7bps to 4.14%, while commodities were 
mixed with precious metals rallying while 
energy products came under selling 
pressure.    

The IBD/TIPP US optimism index 
declined falling to 40.4 from 41.6 in 
October. This was the index’s lowest 
reading in 3-months, below forecasts 
of 41.5, remaining in contractionary 
territory for the 15th consecutive month. 
Meanwhile, US consumer credit fell to 
USD24.98 billion in September, which 
was lower than the USD30.0 billion 
expected. Goldman Sachs forecasted “a 
35% probability that the US economy will 
enter a recession in the next 12-months 
as inflation is far above target, the Fed is 
tightening aggressively, and we live in an 
uncertain world in geo-political terms.”  

Speaking of expelling carbon dioxide, 
Christine Lagarde continued her ‘tough-
talk’ on inflation announcing, “we must 
bring inflation back to 2.0%. Inflation is 
much too high. Inflation expectations need 
to remain anchored. Interest rates will need 
to rise more.” ECB’s de Guindos stated, 

“we will start with QT sooner or later, but for 
sure in 2023. We will continue to raise rates 
to a level that ensures inflation comes back 
into line with our definition of price stability. 
Inflation will remain around present levels 
for next few months, then decline in the first 
half of next year, but on average, headline 
and core inflation will remain very high 
even if there will be downwards trend in 1H 
2023.” Eurozone September retail sales 

came out in line with expectations at 
0.4% on the month, although they remain 
weak on the year falling -0.6%.

BoE chief economist, Huw Pill, 
announced, “there is more to do, we need 
to raise rates to tighten monetary policy. 
At some point, we need to think about 
broader economic outlook. We should not 
put the housing market on a pedestal as an 
economic driver.”

The Roy Morgan Australian consumer 
confidence survey on inflation 
expectations surged to 6.8%, its highest 
level since these data were first collected 
in April 2010. Meanwhile September 
business confidence dropped to 0 from 
5 and business conditions retreated to 
22 from 25. The RBNZ upgraded their 
1 and 2-year inflation forecasts, with 
the 1-year at 5.08% from 4.86% and 
the 2-year at 3.62% from 3.07%. Oh 
yes, after contributing the surge in local 
inflation, the Governor was re-appointed 

for another 5-years.  

Grab the popcorn and strap 
yourself in ... its going to be a 
wild ride!
As the Blues Brothers would say, “we’re 
putting the band back together!” President 
Xi cemented himself in power for another 
5-years meanwhile, Donald Trump 
announced, “I’m going to be making a very big 
announcement” on 15-November!
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