
US rates may be higher for 
longer!
Especially after US consumers started 
the new year in ‘perky’ fashion as retail 
sales unexpectedly jumped 3.0% in 
January to their highest level since March 
2021, and way above market forecasts 
for a 2.0% rise. Major ‘drivers’ were 
increases in car purchases, department 
stores, and food sales. Output at US 
factories rose 1.0% in January, the most 
in nearly a year, although industrial 
production missed estimates printing at 
0.0%. February’s Empire gauge was also 
better than forecast as it reached -5.8 
against the -18.0 forecast.
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RBA Governor, Philip Lowe, spent 
yesterday giving his testimony in 
parliament where he announced, 

“Monetary policy is restrictive. Inflation is 
way too high; it needs to come down. The 
risk is that we have not yet done enough 
on interest rates.” Meanwhile, JP Morgan 
Chase CFO Jeremy Barnum speaking at 
an investor conference, stated, “we’ve 
got another couple of hikes priced in, at this 
point, it looks like the peak (Fed) funds (rate) 
at something like 5.50%”.

A mixed bag
Much like rest of the world, inflation in 
the UK has come off slightly, albeit still 
elevated. Annual inflation fell in January 
to 10.1% from 10.5% in December, 
marginally below market expectations 
of 10.3%. This is the third consecutive 
monthly fall in inflation and its lowest 
since September 2022. The largest 
downward contributors were passenger 
transport and fuel. 

While China continues to reopen its 
economy, concerns about sagging 
demand in China has led President Xi 
to bring in “more forceful measures” to 
expand domestic spending. While 
promising more favourable policies to 
support private and foreign businesses.

On the currency and commodity front, 
the US dollar index strengthened sharply 
against most currencies, breaking above 

104 to its highest level since early January 
as robust economic data threw some cold 
water on expectations for the ending of 
the Fed’s tightening campaign. The NZD/
USD is under 0.6300, while the AUD/
USD is at 0.6890 as USD strength takes 
a toll on both currencies. Oil continues to 
fall amid concerns about weak demand, 
reports show that US crude inventories 
jumped by 16.283 million barrels to 
842.973 million last week, the highest 
level since early October. Adding further 
pressure on prices following the US 
government’s announcement to release 
26 million barrels of oil from strategic 
reserves. 

Overnight, equites were mixed as 
stronger-than-expected retail sales 
data offered evidence of resilience in 
the US economy, while also fuelling 
expectations of more interest rate hikes 
by the Fed in the months ahead. The S&P 
500 retreated 0.1% as the tech-heavy 
Nasdaq turned positive, while European 
markets were up across the board.
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