
Last night had all of the ups 
and downs of a roller-coaster 
ride!
On the Asian open, risk-on assets 
accelerated following the weekend’s 
news of loosening of Covid restrictions 
in Beijing, Shenzhen, and Guangzhou, 
although Goldman’s were quick to point 
out the easing of China’s measures 
was not an abandonment of its zero-
Covid policy, “Rather, we see them as 
clear evidence of the Chinese government 
preparing for an exit,” which is good news 
considering the November Caixin/Markit 
services PMIs in China collapsed to 46.7, 
from October’s 48.4. 
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So while Chinese re-opening optimism 
was tempered by its poor economic data, 
US ISM services PMIs unexpectedly 
rebounded off October’s two year low 
at 54.4, to reach 56.5 in November 
as business activity increased and 
employment rebounded. New orders for 
US manufactured goods also surprised 
to the upside, rising 1.0% in October 
following September’s modest 0.3% 
increase. But while the US data was 
good, equities fell overnight on fears 
that the Federal Reserve may continue 
tightening until it steers the economy 
into a recession, while ex-Secretary of 
the Treasury, Larry Summers, added to 
these fears stating, “(the Fed) has a long 
way to go to get inflation down.”

This saw markets turn and risk assets sold, 
with NZD and AUD bearing the brunt. To 
provide some context, the NZD/USD 
fell from a peak of 0.6444 to a low of 
0.6302, while the AUD/USD retreated 
from 0.6852 to 0.6703. The risk of higher 
US interest rates saw bond yields firm 
in line with the stronger USD, with the 
US 10-year Treasury yield 11bps higher 
at 3.60%. Equity markets also turned 
negative, while commodities were also 
under pressure after crude oil fell -3.0% 
while US natural gas prices fell -10.25%. 

 Unfortunately, in the Euro-zone retail 
sales fell by their largest level since 
December 2021, dropping -1.8% in 
October, while the ECB’s Francois 
Villeroy de Galhau highlighted the ECB 
should raise interest rates by 50bps at its 
15 December meeting.

In other headlines
The Melbourne Institute’s monthly 
Australian inflation gauge increased 
1.0% in November, and 5.9% on the 
year, up from October’s 5.2%. The 
trimmed mean core inflation increased 
to 0.7% on the month and 4.9% on the 
year, which was flat versus its October 
equivalent. Australian Q3 inventories 
increased 1.7% against an expected 1.0% 
gain, while company profits contracted 

-12.4% on the quarter. Yesterday also 
saw the release of the Australian S&P/
Markit November services PMIs, which 
improved marginally to 47.6, from 47.2, 
while the construction sector PMIs rose 
to 48.2.

In NZ, the news wasn’t any better either 
after export prices plunged -9.4% in NZD 
terms. The actual commodity index fell 

-3.9% on the month, following on from 
October’s -3.4% contraction, to produce 
a -11.5% fall on the year. The balance 
can be attributed to the appreciation of 
the currency after the NZD appreciated 
4.6% against the Trade Weighted Index.

The UK’s Confederation of British 
Industry is forecasting GDP will contract 
0.4% in 2023 and unemployment will 
peak at 5.0% in late 2023, highlighting 

“Britain is in stagflation. We will see a lost 
decade of growth if action isn’t taken. Bring 
on 2023!
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