
Dissention in the BoE ranks
The BoE maintained their key bank rate 
at 5.25% for the 4th consecutive meeting, 
although there was some dissent in the 
ranks, with 2-policymakers voting to 
increase the cash rate by 25bps while 
1-member called for a 25bp cut! The 
statement dropped a reference to further 
tightening acknowledging the risks to 
inflation are more evenly balanced, while 
the Governor, Andrew Baily, suggested 
the peak may be in place, stating, “I’m not 
going to give a view on how many cuts there 
will be, and when they will be, but I think 
the view that the market is taking (pricing in 
rate cuts) is not one I object to.”

Ahead of tonight’s non-farm payrolls and 
wage releases, US initial claims rose to 
their highest level since mid-November, 
rising to 224k while continuing claims 
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rose to a 9-week high at 1,898k. Euro-
area annual inflation fell from 2.9% 
to 2.8% as forecasted, although core 
inflation printed slightly above the 
expected 3.2% at 3.3%.

Following yesterday’s news on the US 
lender, New York Community Bancorp 
(no relation to Bancorp New Zealand), 
fears of potential bank losses on the 
US commercial property market are 
starting to grow, but despite this, equity 
markets rebounded, locking in gains in 
the 1.0%-2.0% range. Bond yields also 
continued their slow descent with the 
2 and 10-years falling -2bp and -9bp to 
4.21% and 3.88%, with the 10-year now 
at a 1-month low. The USD-index eased 
towards the 103.00 level, which has 
allowed the NZD and AUD to post modest 
gains, while commodity prices fell, after 
oil prices eased -1.5% on rumours Israel 
and Hamas have agreed to a ceasefire.  

All the PMI’s … in one spot!
Let’s be honest, PMIs are important, but 
they’re not sexy like a good non-farm’s 
payroll number! Breaking them down, 
there were some positives in that most 
have improved, although the majority 
are in contractionary territory. US 
manufacturing PMIs improved to 49.1 to 
record their highest print since October 
2022, while Asian juggernauts, China and 
Japan both saw improvements, Chinese 
manufactoring PMIs outperformed at 
50.8, which was above the expected 50.6, 
while the Japanese Jibun manufacturing 
print recorded a 48.0, which was in 

line with expectations. Australian 
manufacturing PMIs eased back from 
50.3 to 50.1. 

We also had a host of second tier 
Australian data releases, with building 
permits grabbing the headlines after the 
December print fell drastically short of 
expectations. plummeting -9.5% against 
an expected 1.1%! House prices fell 

–0.5% in December, business confidence 
also took a step backwards falling from -1 
to -6, while the trade balance saw import 
prices firm 1.1%, but the real positive was 
that export prices surged 5.6%.

In New Zealand, the impact of the 
hiking cycle is continuing to be felt, with 
mortgage arrears increasing to a 4-year 
high, approaching 21k - up 21% on the year.

Fed Q&A
Yesterday’s Q&A session saw Jerome 
Powell stick to the plan, stating that 
while, “We believe that our policy rate is 
likely at its peak for this tightening cycle 
and, if the economy evolves broadly as 
expected, that it will likely be appropriate 
to begging dialling back policy restraint at 
some point this year,” he won’t be rushed 
into a cutting cycle anytime soon as, “I 
don’t think it’s likely that the committee 
will reach a level of confidence by the time 
of the March meeting.” Interestingly, all 
of the economists are now jumping on 
the bandwagon, with Goldman Sachs, JP 
Morgan, and the ratings agency Fitch all 
pushing back their first rate cut forecasts 
from March to between May and July.
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