
Opinions are like noses … everyone’s 
got one!
Yes, it is a lot more civilised than the 
original quote!

WSJ Fed whisperer, Nick Timiraos, 
announced, “The sustained rise in long-
term Treasury yields could be bringing 
the Fed’s historic rate hiking cycle to an 
anticlimactic end,” Fed member, Mary 
Daly, countered, “We have more work to 
do, inflation is still high. Fed policy is helping 
supply and demand get into a better balance. 
In future we could see the nominal neutral 
rate go to 2.5%-3%. The new normal may 
be a little different, but probably won’t be 
a gigantic reset” although she then ended 
with “If bond yields are tight, that could be 
the equivalent of another rate hike.”

Minneapolis Fed President, Neel 
Kashkari, stated “I’m optimistic we can 
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shrink the Fed’s balance sheet back to pre-
crisis trend line. We are seeing higher long-
term Treasury yields but not higher inflation. 
It’s possible that higher bond yields could 
leave less for the Fed to do. If higher long-
term yields are due to expectations about 
Fed actions, we may need to deliver.” Finally, 
the Fed’s, Michelle Bowman, added that 
interest rates may need to rise further 
and stay higher for longer. 

RBA Assistant Governor, Christopher 
Kent, was on the newswires yesterday, 
announcing “Monetary policy is slowing 
the growth of demand inflation. Policy lags 
mean some further effects of past rate hikes 
are still to be felt through the economy. The 
effect of slower demand growth on inflation 
is now building. Mortgage payments are 
at a record share of household disposable 
income, and they will rise further. We now 
have the opportunity to see how economy 
reacts to past hikes. There are no current 
plans to step up the pace of bond holdings. 
If we were to sell bonds, would do it in a way 
that would not disturb markets. The CPI 
data will be important, but it is not the only 
consideration for policy.”

US producer prices rose a greater-than-
expected 0.5% in September, bolstered 
by higher energy costs. Excluding food 
and energy, the index rose an annualized 
2.7% from a revised 2.5% prior. Eurozone 
inflation in the 12-months to August 
edged up to 3.5%, an increase from the 
June and July lows at 3.4%.

Considering the geo-political risks, 
financial markets were relatively quiet. 
The 10-year US yield eased lower, falling 
5 bp to 4.61%, although the 2-year 

firmed 3 bp to 5.02%, WTI crude fell 2.6% 
as commodity prices weakened, equities 
markets were flat, and the NZD/USD and 
AUD/USD eased lower. 

The Fed minutes …
… from the September meeting confirmed, 
“The participants judged that risks had 

become more two-sided with downside risks 
to economic activity and upside risks to the 
unemployment rate. All participants agreed 
that policy should remain restrictive for 
some time. Current inflation is unacceptably 
high although it has moderated somewhat 
over the past year. Several participants 
noted that the process of balance sheet 
runoff could continue for some time, even 
after the Committee begins to reduce the 
target range for the federal funds rate.”

Someone’s talking their own book! 
Deutsche Bank recommends going into 
2024 overweight in equities although, 
hedge fund guru, Paul Tudor Jones, said, 

“It’s a really challenging time to want to be an 
equity investor in U.S. stocks right now with 
the geo-political uncertainty, weak fiscal 
position, and interest costs.”

MUFG announced “recent remarks by 
Federal Reserve officials suggest unease 
with the rapid ascent in US yields, implying 
that the central bank may hesitate to hike 
rates again in the near term. The market’s 
interpretation of these signals may lead to 
further pressure on the USD.”
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