
Ahead of next year’s general 
election
The Labour party must be getting nervous 
given that New Zealand Q4 consumer 
confidence plummeted from 87.6 to an 
all-time low of 75.6, which is impressive 
given that this survey has been running 
since 1988. Meanwhile, November 
services PMIs fell to 53.7, from 57.4, as 
it “looks as though the services industries 
will more than make up for any weakness 
in manufacturing in Q4, such that GDP for 
that quarter (should) manage an expansion”.

It was a similar story in China after 
business confidence fell to 48.1 in 
December, from 51.8, which was also 
the index’s lowest level since the survey 
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began. China, which is in the midst of 
a mammoth Covid surge, has invited 
Australian PM Albanese and Foreign 
Minister Wong to Beijing for talks. And 
speaking of Covid, Japanese chip maker 
Renesas has suspended work at its 
Beijing plant due to a new outbreak. I 
guess we should anticipate a lot more 
headlines of this nature in the coming 
weeks and months as supply chains again 
come under pressure.   

In Europe, EU energy ministers agreed 
to a ‘dynamic’ cap on natural gas prices 
at EUR180 mwh from February onwards, 
which is nice considering the EU has 
also joined the long list of organisations 
expecting a recession to impact in 
early 2023. We also had ECB member 
Gediminas Simkus announce, “There 
will undoubtedly be a 50bps increase in 
February,” while in Germany, the IFO 
business climate indicator brought in 
some year-end optimism with its third 
consecutive rise to reach 88.6, its highest 
level since August and above market 
expectations of 87.4. 

The British Confederation of Industry’s 
order book survey edged down 
one point from last month to -6, its 
weakest level since August but above 
market expectations of -9, although 
manufacturers reported a fall in output 
volumes in the three months to December 
to its lowest level since Q3 2020.

Finally, a word of warning
Morgan Stanley is forecasting an 
earnings recession in 2023. If their EPS 
forecast of USD195 is correct, equity 
declines will be much worse than most 
investors expect, which would naturally 
see declines in the NZD and AUD. At this 
stage though, equity markets are content 
to see out an exhausting year at a slow 
and steady pace. This saw European 
equity index’s firm, although US bourses 
eased back as the legacy of last weeks 
Fed meeting continued to weigh, which 
contributed to the US 10-year Treasury 
yield gapping 9bps higher to 3.57%. The 
NZD and AUD were steady, with the 
NZD/AUD consolidating at the 0.9500 
level – near a 12 month high and a full 8 
cents above the late September lows.    
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