
The ‘talkfest’ edition.
The were no surprises from the RBA after 
it hiked the Australian cash rate 25bps to 
3.10%, with the statement containing the 
usual quotes, that “the Board is resolute in 
determination to return inflation to target, 
we will do what is necessary to achieve 
that. The Board expects to increase interest 
rates further over the period ahead (but 
the) size and timing of future increases will 
be determined by data and the outlook for 
inflation and the labour market. The Board 
is not on a pre-set course (but) a further 
increase in inflation is expected over the 
months ahead. The labour market remains 
very tight, while household spending is 
expected to slow over the period ahead.”
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2 year swap 5.08% 3.62%

10 year Govt 4.05% 3.48%

Yesterday also saw the Australian Q3 
current account balance contract AUD-
2.3bn when a surplus of AUD6.2bn had 
been expected after Q2’s whopping 
AUD18.3bn. Net exports actually 
contracted -0.2% to Q3 GDP which was 
slightly better than an the expected 

-0.6% drain.

Last night’s GDT auction was also a damp 
squid, with a modest 0.6% increase for 
the index with WMP gaining just 0.1%, 
although SMP returned an impressive 
1.7%. Then again, maybe the farmers 
should become firefighters, which is not 
a bad thought after they negotiated a 
22-24% pay rise over the next 3-years! 
Meanwhile, one of the local banks 
has thrown the gauntlet at the RBNZ 
stating, “The outlook for the Kiwi economy 
is deteriorating into a recession. The RBNZ 
are hell-bent on forcing inflation back, and 
fair enough, their credibility as an inflation-
fighter is being tested. They expect the OCR 
to hit 5.5% (but) we think a move beyond 
5% is a step too far. We place a much larger 
weight on the global slowdown. Higher 
interest rates are effective, and Kiwis are 
feeling the pinch now.”

US corporate layoffs have begun 
moving beyond tech companies and 
the media after Pepsi announced it will 
lay-off hundreds of workers while the 
investment bank CEOs are preparing 
everyone for a difficult 2023 with 
JPMorgan’s Jamie Dimon announcing a 

“mild to hard recession” may hit next year 
while Goldmans CEO David Solomon 

sees “bumpy times ahead” although his 
economists are expecting the US to 
avoid recession next year as, “the peak 
for core US PCE inflation is behind us and 
we expect core CPI inflation to decline to 
5.9% by December. We expect core CPI 
inflation to fall more sharply next year to 
3.2% in December 2023.” Conversely, 
Pimco predicts long-dated securities will 
bounce back as a recession ignites the 
bond-safety trade.

ECB Council member, Constantinos 
Herodotou, announced we are “very near 
the neutral range,” while the ECBs Chief 
Economist, Philip Lane, added, “it is likely 
we are close to peak inflation, but whether 
this already is the peak, or whether it will 
arrive at the start of 2023, is still uncertain.”

In terms of actual data releases, the US 
trade deficit reached a 4-month high of 
USD78.2bn as the strong USD impacted 
exports while German factory orders 
rose 0.8% in October driven by ‘large-
scale orders.’

Ultimately, all the talk of 2023 recessions 
weighed on equity and commodity 
markets with most bourses 1.0% to 2.0% 
lower, while brent oil futures fell below 
USD80 a barrel for the first time since 
January. Against this, bond and equity 
market were steady with the T-bond 
2bps lower at 3.55% while the NZD and 
AUD traded flat.
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