
It was a quiet Christmas session…
… although there were some noticeable 

moves. The better-than-expected UK 
inflation print, at 3.9% vs. the expected 
4.4%, saw global bond yields take another 
step lower, with the US 2-year falling 

-5bps to 4.38% while the 10-year eased 
back -4bps to be at 3.88%. Undoubtedly, 
this will see New Zealand swap rates open 
a tad lower this morning. Interestingly, 
the lower yields didn’t impact the US-
dollar, which is continuing to trade just 
below the 102.00 level, while the NZD 
and AUD both locked in incremental 
gains. I suspect this will likely be the trend 
in Q1 24! Equity markets were flat, while 
commodity prices were slightly lower.    

Philly Fed President, Patrick T. Harker, 
announced, “The job on controlling inflation 
is not done. don’t need to raise rates anymore, 
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although the soft landing process will likely 
be bumpy. The Fed won’t cut rates right away.”

ECB Council member, Klaas Knot, 
warned, “I would be in no hurry to cut 
interest rates,” adding “although it’s quite 
unlikely, I wouldn’t categorically rule out 
further interest-rate hikes just yet. The 
market’s pricing for rate cuts early next 
year is an upside risk. Markets always tend 
to be optimistic year-end, often followed by 
a hangover in January.” To be honest, my 
hangovers usually start on Boxing Day! 

Most of the US overnight data releases 
were 2nd tier, but the European releases 
were top draw, so let’s start there … UK 
inflation slowed to lowest level since 
September 2021 after it eased from 
4.6% to 3.9% in November against 
forecasts at 4.4%. Meanwhile German 
GfK consumer confidence remains 
deeply entrenched in contractionary 
territory, although it actually firmed 
from -27.6 to -25.1 against expectations 
for a -27.0 print. In the other headlines, 
Japan’s trade deficit decreased sharply 
to JPY776.94bn in November after 
exports fell -0.2% while imports tumbled 

-11.9%, while the US releases saw the Q3 
current account deficit compressed to its 
lowest level since Q2 21 at USD200.3bn 
while US home sales firmed to 0.8% 
to a seasonally adjusted annualized 
rate of 3.8mn units in November. 

In case you didn’t know, “New Zealand 
is grappling with a toxic trio of high and 
sticky inflation, high interest rates, and 
reduced economic output” according to 
our Finance Minister, Nicola Willis, and 

looking at the HYEFU update, it’s all 
about the deficits as sluggish growth 
suggests we will have sizeable deficits 
for longer. RBNZ Governor Adrian Orr 
then announced, “Interest rates continue 
to constrain spending. The RBNZ remains 
wary of inflationary surprises. There’s still 
a long way to go, particularly with the level 
of core inflation, or homegrown inflation, 
still remaining too high.” Interestingly, 
he also added, “Employment data will 
weigh into our decision’s” which is at 
odds with his new mandate! Meanwhile, 
NZ consumer confidence firmed from 
91.1 to 93.1 in December. This marks 
the index’s highest reading since 
January 2022, as inflation expectations 
dropped from 4.6% to 3.9% for its first 
sub-4.0% print since October 2020.

Finally, just to bring a little 
Christmas cheer …

… I was going to mention that a 103-year-
old artificial Christmas tree, with 25 
branches, 12 berries and 6 small candle 
holders sold for GBP3,411, which means 
there is only another 75-years to go for 
me to get my money back on my tree! 
But then I heard that Donald Trump 
has been barred from Colorado’s 2024 
presidential primary ballot … which 
made me laugh. I suspect an appeal to 
the Supreme Court will overturn the 
ruling, but let’s just pause and enjoy the 
moment! 
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