
Inflation this, inflation that
Markets retreated across the board to 
close out last week, worried about the 
Fed’s larger rate hikes amid rising bond 
yields and inflationary reports. The yields 
on 10-year and 2-year US Treasury bonds 
rose to November 2022 levels, weighing 
on sentiment. Furthermore, Thursday’s 
data showed that producer prices hit 
the highest level in seven months during 
January, supporting the need for larger 
rate hikes as inflation remains sticky. As 
expected, speeches from Fed officials 
also supported that the central bank will 
have to keep raising interest rates to cool 
the economy. Staying in the US, import 
prices dropped 0.2% in January. This 
was the seventh consecutive month of 
decline in import prices, led by a fall in 
fuel costs, down -4.9% for the month.
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In the UK, retail sales increased 0.5% 
in the January month above market 
forecasts of a 0.3% decline, rebounding 
from the 1.2% fall in December. Increases 
came from non-food stores and higher 
fuel demand despite fuel prices easing. 
Sales at food stores fell 0.5% with 
customers getting less because of 
increased cost of living and food prices. 

A big week ahead
On the Data front, it’s a busy week with 
the FOMC minutes taking the spotlight 
with data increasing speculation that 
the Fed will raise rates more than it did 
earlier this month and hold them higher 
for longer. 

Also in the US markets will be watching 
personal income, spending, PCE price 
index, and the second estimate for 
Q4 GDP. PMIs manufacturing and 
services reading are expected for major 
economies including the US, UK and 
Germany. 

In China, the key loan prime rates will 
be announced. Markets expect the one-
year to remain at 3.65% and the five-year 
tenor at 4.30%, especially after new bank 
loans jumped more than projected to a 
record CNY4.9 trillion last month and 
after the PBoC left the medium-term 
lending facility rate steady the previous 
week.

Locally, in Australia, flash PMIs, wage 
price index, will be in the spotlight. In 
New Zealand, the RBNZ will take centre 
stage and is largely expected to deliver a 

smaller 50bps rate hike after the 75bps 
increase in November. However, with 
recent weather events that struck much 
of the North Island, Kiwibank (and anyone 
with a sense of compassion) has called for 
the RBNZ to pause its rate hiking cycle 
as “we deal with the devastating impact of 
Cyclone Gabrielle. The RBNZ can (always) 
come back in April and resume tightening if 
required.”

The NZD/USD has at 0.6237, after 
touching just below the 0.6200 on Friday 
and bouncing back. Meanwhile, the AUD/
USD is at 0.6870, however the USD index 
is still holding flat at 103.8 level. Oil 
prices remain stable despite volatility, as 
the Brent Crude closed the last week at 
83.15. On the equities side, Dow Jones, 
S&P 500 and Nasdaq remained in the red 
as investors worry about the Fed’s larger 
rate hikes.
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