
Hopefully you are all warm 
and dry!
With New Zealand once again getting 
battered by storms and cyclones, 
hopefully you are all safe and wrapped 
up in your winter woollies! 

Friday saw consumer sentiment in the 
US jump to a 13-month high after the 
University of Michigan index increased 
to 66.4 in February from January’s 
64.9. The gauge for current economic 
conditions improved although the 
inflation expectations for the year firmed 
to 4.2%. 

And just to make sure there are no 
miss-understandings, Philadelphia Fed 
member Patrick Harker explicitly stated, 

“the January jobs report didn’t change the 
outlook for monetary policy. The Fed is not 
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likely to cut (rates) this year but may be able 
to in 2024 if inflation starts ebbing. The Fed 
needs to hike to at least 5.0% and stay there 
for some time. It will take a couple years to 
get inflation back to 2%.”

The UK narrowly avoided a recession 
after Q4 GDP printed at 0.0 on the 
quarter following Q3’s -0.2% as the 
UK economy grew 0.4% over the year. 
Meanwhile, the country’s trade deficit 
with the EU widened to a record GBP32.9 
billion as imports jumped. 

Local media has reported Kazuo Ueda will 
be nominated as the next BoJ Governor 
after Deputy Governor, Masayoshi 
Amamiya, turned-down the position. The 
rumour saw the JPY strength and 10-
year JGB yield reach the top of its band 
at 0.50%. 

There were no surprises in the RBA’s 
minutes from last week’s rate hike, as 
the “Board expects further increases in 
interest rates will be needed. The Board are 
mindful of the rises in interest rates already 
made, (and that) policy acts with a lag. 
Inflation likely peaked at the end of 2022. 
Domestically sourced inflation and wage 
growth both picking up. The RBA revises up 
its forecasts for core inflation, wage growth 
and GDP, although the unemployment 
outlook is little changed. CPI seen at 4.8% 
y/y end 2023, while GDP is seen at 1.6% y/y 
end 2023. These forecasts are based on the 
technical assumption the cash rate will peak 
at 3.75%, then ease to 3% by June 2025.”

 
 

New Zealand manufacturing PMIs 
recorded its first expansion after 3 
consecutive months of contractions 
increasing to 50.8 from 47.2, although 
it is still well below the long-term 
average activity rate of 53.0. Meanwhile, 
electronic card spending, which covers 
around 68% of all NZ spending, increased 
2.6% in January, which was down on 
December’s 4.8% gain. 

Equity markets had a quite close to the 
week with few headlines in Friday’s 
session although commodity prices were 
firmer after Russia announced plans to 
cut its oil output by 500,000 barrels a day 
next month. The USD-index also had a 
positive session, which saw the NZD and 
AUD close near their lows, as bond yields 
firmed with the T-bond 6bps higher at 
3.75% while the German two-year bund 
yield jumped to its highest level since 

2008. 

The week ahead ...
Well, hopefully it’s a dry one! 

This week we have the US inflation 
rate, producer prices, retail sales, and 
several speeches by Fed officials, while 
the UK releases its CPI, retail sales, and 
labour data. From Australia we have the 
January employment data and Westpac 
consumer confidence. 

Good luck, and hey, let’s be careful out 
there! 
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