
Ahead of tomorrow’s RBNZ 
meeting…

… it is interesting to note that the newly 
formed government coalition is seeking 
to amend the RBNZ Act 2021 to remove 
its dual mandate on inflation and 
employment. Coincidentally, the upper 
house of the UK Parliament, the House 
of Lords, has just released a report on 
the BoE following a review of the central 
bank’s response to inflation. The review 
recommends the central bank focus more 
on changes in money supply and that the 
MPC should have a wider range of views 
among its interest rate-setters in order 
to better spot future surges in inflation 
given that, “policymakers were too slow to 
respond and were too reliant on inadequate 
forecasting models.” Interestingly, the 
report also suggested that significant 
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reform is needed at the BoE, warning 
that “the central bank was spread too 
thinly due to the wide-ranging remit given 
to it by the government. Climate change is 
the most-cited example of the expansion of 
the remit.” Alongside controlling inflation 
and ensuring financial stability, the 
annual remit given to the BoE’s main 
policy committees included secondary 
objectives to support government goals 
ranging from home ownership to energy 
security.

Profits earned by China’s industrial 
firms declined by -7.8% year-on-year 
to CNY6,115bn in the first 10-months, 
compared to the -9.0% slump in the 
September period, amid a fragile 
economic recovery. Meanwhile, the PBoC 
has also undertaken steps to support the 
local economy, and in effect become the 
lender of last resort, announcing, “We will 
support private enterprises in listing and 
financing, mergers and acquisitions, and 
restructuring. We will work to encourage 
lenders to not cut or suspend loans to private 
companies facing temporary difficulties but 
have competitive technologies to reasonably 
meet the financing needs of private property 
companies.”

In other headlines, Japanese service 
PPIs jumped 2.3% in the year to October, 
which was ahead of the 2.1% forecast, 
feeding speculation the BoJ could end its 
negative interest rate policy in April. A 
gauge of UK retail sales ‘improved’ to -11 
in November, from October’s -36 reading, 
while US new home sales fell -5.6% to 
679K in October as the highest mortgage 

rates in two decades continued to weigh 
on buyers’ affordability.

What? There’s a Pom in charge?
Well, not quite but the RBA has 
appointed the BoE’s Head of Markets, 
Andrew Hauser, as Deputy Governor of 
the RBA.

And speaking of central bankers, BoE 
Governor Andrew Bailey warned 
interest rate cuts are unlikely for the 

“foreseeable future” warning the inflation 
battle will be “hard work”, while the ECB’s 
Christine Lagarde announced, “we expect 
the weakening on inflationary pressures to 
continue, but this is not the time to start 
declaring victory.” 

So, what does it all mean… 
In the grand scheme of things, not a 
lot as the focus was all on the US bond 
markets after the 10-year yield dropped 
8bps to 4.40% after robust demand was 
observed in this morning’s USD55bn 
auction of 5-year notes. Foreign 
investors showed significant interest, 
taking 65.5% of the total, up from 61.5% 
in the previous October auction. This 
contributed to a weaker US-dollar index, 
which fell to 103.25, its lowest level 
in 3-months, which saw the NZD/USD 
trade at 0.6100 and the AUD/USD reach 
0.6600. Safe haven buying also provided 
a boost to gold prices, which rallied above 
the USD2k level to reach a 6-month high, 
oil prices were flat, while equity markets 

saw modest selling pressure. 
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